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Standard  Classification  Schedule 

Government    and    relief  in    occupied   areas 


Present 
estimate 
of  actual 
fiscal   year 
1948  expen- 
ditures 


Budget 

estimate 

1949 


Increase  (+) 

or  de- 
crease (— ) 


01  Personal  services,  field ^ 

02  Travel 

03  Transi)ortation  of  things 

04  Communication  services 

05  Rents  and  utility  services. _. 

06  Printing  and  binding- 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

Total  appropriation  or  estimate 


$49,  743,  701 

4,  700. 000 

177,  09S.  022 

1,  979,  504 

1,,S85.()00 

115,200 

330,  H53 

846,  834.  070 

316.  650 


1, 083,  000, 000 


$50,  9.58,  701 
4,  71.5,  790 

ISO.  462.  355 
2.  302.  952 
1.  885.  000 


+$1,  215,  000 

-     +15.790 

+3,  367.  .333 

+32.3.  448 


2.  638.  088 

1.  004,  447.  620 

2,  589,  494 


-115,200 

+2.  307.  235 

+157.613.550 

+2,  272, 844 


1,  250,  000, 000 


+167,  000, 000 


(1) 


The  Chairman.  Air.  Draper,  if  you  would,  I  think  you  might  give 
us  a  Httle  statement  on  this  GARIOA  picture. 

General  Statement 

Mr.  Draper.  I  would  be  delighted  to,  sir. 

I  am  very  glad  to  have  this  opportunity  to  appear  before  the  com- 
mittee. The  Department  of  the  Army,  of  course,  has  a  double  role 
in  a  sense.  It  is  one  of  the  executive  departments  of  the  Government, 
so  interested  in  the  EGA  generally;  and,  secondarily,  it  has  operatmg 
responsibilit}^  for  the  picture  in  Germany,  and  it  will  be  principally 
along  those  lines  that  I  will  testify  today. 

These  conquered  countries,  Japan  and  Germany,  have  been  the 
responsibility  of  the  Department  of  the  Army  since  the  ending  of 
militarv  operations  and  the  basis  on  which  appropriations  have 
been  approved  by  your  committees  in  the  past  for  the  use  of  the 
Department  of  the  Army  in  Japan  and  Korea  has  been  primarily  on 
the  basis  of  prevention  of  disease  and  unrest,  and  in  order  to  prevent 
disorder  which  might  interfere  with  the  troops. 

Now,  the  development  of  the  economic  recovery  program  for 
Europe  rounds  out  that  Army  picture  and  permits,  in  addition  to 
GARIOA  appropriations,  appropriations  for  recovery,  to  finance 
the  importation  of  raw  materials  to  produce  in  turn  exports  which 
will  permit  bizone  Germany  to  pay  its  own  way. 

Two  things,  primarily,  are  needed  in  rehabilitation.  Basically 
it  is  food,  and,  second,  raw  materials.  Up  to  this  time  food  and 
fertilizers  have  been  the  broad  program.  Now,  the  EGA  should 
furnish  and  will  fm'nish  a  certain  amount  of  raw  materials  to  round 
that  out,  with  some  machinery,  and  so  forth. 

The  GARIOA  program  has  been  carefully  iutegrated  with  the 
EGA  program.  They  are  not  contradictory  in  any  sense.  The 
GARIOA  program  is  roughly  $700,000,000,  and  something  over 
$400,000,000  from  EGA  tentatively  considered  appropriate  in  the 
planning  bv  the  EGA  for  bizonal  Germany,  or  a  total  roughly  of 
$1,100,000,000. 

importance  of  GERMANY  TO  ECONOMIC  RECOVERY  OF  EUROPE 

Germany,  as  I  see  it,  is  the  key  to  the  economic  recovery  of  Europe 
and  gives  opportunity  to  the  Administrator  and  to  the  United  States 
broadly  in  operating  that  program  to  bring  about  benefits  for  aU 
the  European  countries  by  the  use  of  industrial  capacity,  labor,  know- 
how  in  Germany  that  at  present  is  not  being  used.  So  Germany's 
recovery  is  not  only  important  to  itself,  but  also  to  the  United  States 
in  cutting  down  its  costs  of  occupation. 

The  other  nations  of  Europe  need  Germany's  industry  and  exports 
for  their  own  rehabilitation  and  progi'ess  for  the  things  they  used 
to  get  from  Germany. 

The  16  European  countries  participating  in  the  proposed  recovery 
program  themselves  recognized  this,  in  spite  of  Germany  having  been 
an  ex-enemy,  and  stated  at  their  meeting  iu  Paris: 

The  German  economy  has  been,  in  the  past,  and  by  the  nature  of  things  will 
remain,  closely  tied  up  with  the  economic  system  of  other  European  countries. 
A  substantial  increase  of  output  there  will  be  required  if  Europe  is  to  become 
independent  of  outside  support. 


When  I  speak  of  Germany,  I  am  speaking  of  bizonal  Germany. 
Bizonal  German}^  has  now  reached  about  44  percent  in  general  indus- 
trial production  of  the  1936  level. 

Ml-.  Wilkinson  just  returned  from  Germany,  and  he  says  that  since 
I  have  received  ni}^  figures  it  is  now  about  48  percent.  It  is  some- 
where between  40  and  50  percent. 

The  plans  under  the  EGA  are  broadly  to  reach,  by  the  end  of  the 
first  EGA  year,  60  percent  of  the  1936  production  level.  By  the  end 
of  the  second  EGA  year,  80  percent.  By  the  end  of  the  third  year, 
90  percent,  and  by  the  end  of  the  fourth  year  about  100  percent  of 
1936  production. 

We  have  a  few  charts  here  which  will  broadly  indicate  what  we  see 
the  picture  to  be  in  bizonal  Germany  and  its  relation  to  this  problem 
in  which  your  committee  is  interested. 

(The  charts  referred  to  have  been  translated  into  tables  as  follows:) 

Approximate  Numerical  Values  of  Data  Shown  in  Charts  1  to  8  on  Bizone 
Germany,  Prepared  for  House  Appropriations  Committee,  Submitted  by 
Department  of  the  Army 

Chart  1  (a). — Postwar  levels  of  volume  of  industrial  area  {expressed  as  percents  of 
prewar  base  period)  compared  vnth  other  countries 


Bizone 
Germany, 
1936=100 

United 

States , 

1939=100 

United 
Kingdom, 
1938=100 

Belgium, 
1938=100 

France, 
1938=100 

Italy, 
1938=100 

1946: 

First  quarter 

28 
32 
35 
33 

30 
35 
40 

44 

138 
145 

158 
162 

163 

163 
162 
162 

101 
102 
100 
115 

103 
110 
109 
117 

77 
85 
93 
99 

99 
106 
102 
115 

75 
88 
82 
94 

95 

104 

96 

94 

34 

Second  quarter 

55 

Third  quarter    .    

65 

Fourth  quarter 

61 

1947: 

First  quarter 

49 

Second  quarter 

65 

Third  quarter 

76 

Fourth  quarter. .  

68 

explanation  of  chart  I  (b)  "rehabilitation  versus  relief" 
(To  be  considered  in  conjunction  with  chart  Xo.  5) 

This  chart  shows  (1)  the  constant  burden  necessar}-  for  rehef  expenditures  on 
behalf  of  bizone  Germany  and  (2)  the  additional  immediate  burden  of  rehabilita- 
tion with  its  ultimate  contribution  to  reduction  of  relief  expenditures  when  re- 
habilitation begins  to  take  effect.  It  presents  graphically  the  sharp  decline  in 
outside  financing  required  by  bizone  Germany  expected  to  occur  as  a  result  of  the 
impetus  to  bizone's  export  capabilities  through  increased  imports  of  raw  materials. 
In  brief,  the  stimulation  of  needed  industrial  imports  are  expected  to  produce 
rapidly  increasing  exports  which  by  the  end  of  the  sixth  year  will  eliminate  bizone 
Germany's  trade  deficit. 

It  covers  8  years:  1947,  the  four  ERP  years  and  the  three  ensuing  years. 

Throughout,  expenditures  for  relief  have  been  estimated  at  $740,000,000 
which  is  the  estimated  amount  for  fiscal  year  1949. 

In  the  first  ERP  vear,  the  excess  of  imports  over  exports  is  shown  as  being 
financed  by  $740,000,000  for  relief  and  $436,000,000  for  rehabilitation. 

The  second  ERP  year  projects  greater  total  imports  and  a  further  increase  in 
exports,  reducing  the  excess  of  imports  over  exports  to  $972,000,000. 

In  the  third  F.RP  year  the  excess  of  imports  over  exports — ttiat  is,  the  amount 
to  be  financed — is  actually  somewhat  less  than  basic  relief  imports  of  .$740,000,000. 

By  the  fourth  ERP  year  the  excess  of  imports  is  reduced  to  $440,000,000,  about 
$300,000,000  less  than  the  projected  relief  figure  without  rehabilitation. 

By  the  sixth  year  (the  second  year  after  ERP)  the  chart  projects  a  balance  where 
all  imports,  including  that  for  relief,  are  offset  by  exports. 
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Chart    2. — Percent  of  industrial  production  (for  certain  selected  basic  commodities) 


Nitrogen. -- 

Coal 

Potash 

Crude  steel 
Pig  iron 


1946 

1947 

55 

84 

50 

63 

48 

52 

17 

21 

17 

18 

1948 


130 
77 
81 
39 
34 


Chart  3. — Production  data,  bizone  Germany 


1936 


1946 


1947 


Proposed 

production 

first  ERP 

year 


Coal million  tons. 

Crude  and  semifinished  steel.. do 

Pig  iron do 

Potash thousand  tons . 

Nitrogen do 

Trucks thousand  trucks. 


174 

14.2 

12.2 

599 

228.5 

45.2 


107 
2.5 
2.1 
284 
124 


130 
2.9 
2.3 
322 
194 
12.5 


156 
5.5 
4.2 
490 
300 
21 


Chart  4   (a). 


-Coal  production,  past,  current,  and  anticipated  (pithead  production) 

[In  millions  of  tons] 


Total 

Hard  coal 

Brown  coal 

Actual: 

1930                                                    .          -       -  

174 
206 
57 
106 
132 

156 
171 
186 
193 

118 

138 

36 

55 

73 

90 
105 
116 
121 

56 

1938                                         --.  

68 

1945 

21 

1946 

51 

1947                                  

59 

Projected: 

First  ERP  year                                                     -      ...._---. 

66 

Second  ERP  year                         

66 

Third  ERP  year          -- 

70 

Fourth  ERP  year                                       - --- 

72 

Chart  4  (6). — Crude  steel  production,  past,  current,  and  anticipated  (total  produc- 
tion in  thousand  tons) 

Actual:  Production 

1936 14,500 

1946 2,  525 

1947 3,000 

Projected: 

First  ERP  year 5,  500 

Second  ERP  year         6,250 

Third  ERP  vear       8,  500 

Fourth  ERP  year 10,  200 

Chart  5. — External  trade  targets  for  imports  and  exports  194?  and  ERP  years  by 
major  categories  (based  upon  1947  prices) 

[In  millions  of  dollars] 


Imports 

E.xporls 

Excess  of  im- 
ports (not 
shown  in 
chart) 

1947                                   

699 
1,903 
2,150 
2,300 
2,360 

225 

803 

1,178 

1,586 

1,920 

474 

First  ERP  year                                         .     .__ 

1,100 

Second  ERP  vear                                                                

972 

Third  ERP  year                                __ 

714 

Fouith  ERP  year                                                         . _ 

440 

Chart  6  (a). — Imports  for  bizone  Germany 
[In  millions  of  dollars] 


1946 

1947 

First  ERP 
year 

Food  and  fertilizers  ...                      -    .. 

524 
64 
19 
36 

597 
30 
24 

48 

861 

Te.xtiles 

109 

Petroleum  products       ... 

28  8 

M  iscellaneous 

645 

Chart  6  (b). — Exports  from  bizone  Germany 
[In  millions  of  dollars] 


19.36 

1946 

1947 

First  ERP 
year 

Coal 

87 

1 

51 

517 

114 

11 

1 

18 

122 

39 

3 

61 

338 

Timber.   . 

47 

Te.xtiles 

Miscellaneous _ _ 

96 
257 

Chart  7. — Bizone  GY  category  "B"  items,  comparison  of  first  2  months 

[In  millions  of  dollars] 


Imports 

Exports 

Total 
deliveries 

Total  con- 
tracts signed 

Total 
deliveries 

Total  con- 
tracts signed 

1936;  2  months  average..  ...  .. 

113.0 
5.7 
7.9 

317.0 

195.0 
19.7 
62.4 

122.0 

1947:  First  2  months     . 

0.3 
83.0 

10.2 

1948:  First  2  months   

88.2 

First  ERP  year:  2  months  average ._ 

Chart  8. — ■Availability  of  railroad  equipment 


Locomotives 

Freight  cars 

Serviceable 

Unservice- 
able 

Serviceable 

Unservice- 
able 

1936 

8,600 
6,700 
6, 851 

1,750 
4,800 
4,389 

330, 000 
210, 000 
237,  515 

25, 000 

November  1947 

80, 000 

Cuirent 

80,  735 

POSTWAR  LEVELS  OF  VOLUME   OF  INDUSTRIAL  PRODUCTION'  IN  BIZONAL 
ARE.\  COMPARED  WITH  OTHER  COUNTRIES 

Our  basic  belief  is  that  because  the  German  level  of  industry,  which 
is  shown  by  the  lower  line  on  this  chart,  has  gradually  been  rising  since 
the  occupation,  from  a  little  over  20  percent  to  something  over  40 
percent  now,  the  unused  capacit3^  represented  by  the  difference  between 
this  line  and  100  percent  can  be  of  basic  use  in  the  improvement  and 
rehabilitation  of  Europe. 

The  other  countries  of  Europe,  while,  of  course,  looking  forward  to 
increased  production  and  productivity,  are  using  their  past  capacity 
to  a  far  greater  degree. 

Italy  is  the  nearest  to  Germany.  It  has  risen  a  little,  and  is  now 
somewhere  around  65  percent. 


With  the  exception  of  Italy  the  others  average  about  100  percent 
of  the  production  they  achieved  in  the  base  year.  For  example 
France  has  gradually  been  going  up,  and  hovers  above  or  below  100 
percent. 

These  figures  came,  incidentally,  from  the  United  Nations  publica- 
tions. 

In  the  case  of  Belgium,  the  lino  ran  up  and  past  100  percent,  and  is 
a  little  above  it  now. 

In  the  same  way  the  United  Kingdom  has  been  just  above  100  per- 
cent right  along.     It  is  around  115  percent  now. 

The  United  States,  as  a  matter  of  comparison,  is  at  a  figure  of  about 
160  percent,  just  to  show  you  the  comparison  here. 

That  does  not  mean  that  these  other  countries  have  reached  100 
percent  of  the  standard  of  living  of  1936,  or  any  other  comparable 
year. 

The  Chairman.  Are  those  figures  based  on  volume,  or  on  dollars? 

Mr.  Draper.  They  are  based  on  volume  of  production,  sir. 

My  point  here  is  simply  that  there  is  unused  capacity  in  Germany  to 
a  greater  degree  than  there  is  in  any  other  country,  and  we  should  use 
it.     EC  A  can  make  use  of  that  for  all  of  western  Europe. 

POSSIBILITY    OF    INCLUDING    GERMANY    IN    EGA    PROGRAM 

(Chart  IB) 

The  second  chart  is  simply  to  draw  attention  to  the  fact  that  there 
are  two  possibilities.  One  is  to  continue  relief  in  Germany,  on  the 
basis  we  have  been  doing  it,  and  let  it  go  along  for  an  indefinite  time, 
and  the  other  is  to  put  in  an  amount  for  recovery,  by  way  of  ECA 
over  a  short  period  of  time,  in  the  form  of  raw  materials  and  thereby 
increase  exports,  to  bring  down  the  United  States  cost  fairly  rapidly 
over  a  period  of  years.  Over  a  period  of  time  this  second  method 
would  probably  cost  less. 

PRODUCTION    OF    STEEL,    COAL,    FERTILIZER,    ETC.    IN    GERMANY 

(Chart  2) 

This  next  chart  shows  the  industrial  production  of  two  or  thi*ee 
items. 

You  asked  me,  Mr.  Taber,  about  crude  steel  the  other  day.  The 
steel  figures  at  the  present  time  are  shown  on  this  chart.  It  is  planned 
for  the  first  year  to  rise  quite  rapidly.  The  steel  production  total  is 
supposed  to  go  from  3  million  tons  in  1947  to  5%  million  tons  in  the 
first  ECA  year. 

In  coal  there  has  been  a  steady  rise  in  production,  and  there  is  a 
steady  increase  projected  forward. 

There  is  more  potash  in  the  Russian  zone,  but  speaking  of  the  two 
bizonal  ares,  the  United  States  and  British,  it  has  been  very  slowly 
rising. 

We  are  projecting  a  considerably  sharper  rise,  %vhich  is  very  im- 
portant in  the  food  picture. 

On  nitrogen  again,  as  a  fertilizer,  that  has  been  doing  reasonably 
well  in  comparison  with  anything  else.  It  has  already  reached  a 
point  of  some  80  percent  of  the  1936.  It  is  projected  that  within  the 
next  12  months  it  will  go  well  above  what  it  was  in  1936. 


Mr.  WiGGLESwoRTH.  Is  that  on  a  calendar-year  basis? 

Mr.  Draper.  This  is  the  first  EGA  year,  sir.     This  is  based  on 

1946,  1947,  and  then  the  bahmce  of  the  hne  is  shown  at  the  end  of 
the  first  EGA  year. 

Mr.  WiGGLESwoRTH.  Roughly  on  an  April  1  basis? 

Mr.  Draper.  Roughly;  yes,  sir.  You  could  figure  April  1  or  July  1, 
either  one,  ])robably. 

The  Ghairman.  Mr.  Wilkinson  told  us  that  the  general  level  was 
up  to  64. 

Mr.  Wilkinson.  Forty-eight,  sir. 

The  Ghairman.  Forty-eight  percent? 

Mr.  Draper.  I  wish  it  were  64;  44  was  the  figure  we  had  from  a 
month  or  two  ago. 

PRODUCTION    DATA    ON    GERMANY 
(Chart  3) 

The  next  chart  shows  the  production  data,  and  that  will  indicate, 
again,  a  comparison  between  1936,  which  is  the  first  box,  the  1946 
actual  production,  the  1947  actual  production,  shown  in  the  black, 
and  the  first  EGA  year  planning,  shown  in  the  dotted  block. 

You  will  see  that  in  the  case  of  coal  we  get  fairly  close  in  the  next 
year  to  the  prewar  year  1936. 

In  crude  and  semifinished  steel  production  it  gets  up  to  5K  million 
tons,  which  is  only  one-third  of  what  it  was  in  1936.  There  is  a  pro- 
gression of  improvement  in  the  last  three  years,  however. 

In  pig  iron  you  have  about  the  same  comparison,  for  natural  reasons. 

In  potash  there  is  a  big  increase. 

The  Ghairman.  You  indicated  in  this  table,  I  thought,  that  the 
potash  was  going  to  get  up  to  80  percent,  practically. 

Mr.  Draper.  The  potash  was  around  80  percent. 

The  Ghairman.  You  indicated  the  nitrogen  at  130  percent. 

Mr.  Draper.  Yes,  sir;  that  is  correct. 

The  Ghairman.  Why  should  we  not  be  able  to  take  care  of  their 
requirements  that  way,  instead  of  having  to  supplement  it  from  here? 

Air.  Draper.  It  will  be  shrinking,  and  there  will  be  decreasing 
amounts  of  imported  fertilizer.  It  is  primarily  because  the  period 
of  war  and  postwar  years  tlirough  which  the  ground  was  worked  had 
far  less  than  the  ground  needed,  and  it  requires  additional  amounts 
now  to  restore  its  fertility. 

The  production  is  in  the  British  zone,  largely,  but  that  will  be 
spread  over  both  zones. 

Mr.  Voorhees,  would  you  care  to  add  to  that? 

Mr.  VoRHEEs.  I  would  like  to  take  that  up  in  more  detail  later  oo. 
We  have  just  sent  over  there  the  top  chemist  of  the  Department  of 
Agriculture,  and  one  of  the  leading  experts  in  fertilizers  from  one  of 
our  principal  universities,  to  estimate  what  they  actually  need  there, 
and  what  can  l^e  done  by  local  production. 

Mr.  Draper.  You  see, Mr.  Taber,  when  you  realize  that  this  year, 

1947,  is  just  about  half  in  nitrogen  what  it  was  prewar,  you  see  that 
even  with  what  we  have  supplied  we  have  nothing  like  100  percent 
for  this  year. 

The  Ghairman.  I  thought  the  black  line  showed  80  percent. 
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Mr.  VooRHEES.  The  nitrogen  is  80  percent,  sir. 

Mr.  Draper.  That  is  right. 

The  Chairman.  The  potash  is  only  a  httle  better  than  half? 

Mr.  Draper.  That  is  right.     I  was  referring  to  potash  before. 

The  Chairman.  This  chart  which  you  have  given  us  shows  better 
than  80  percent  by  the  end  of  the  year,  and  maybe  a  little  better  than 
one-third  through  the  year  it  shows  better  than  60  percent. 

Mr.  Draper.  That  is  correct. 

Mr.  VooRHEES.  The  principal  deficiency  is,  of  course,  in  phosphates. 

The  Chairman.  Phosphate  rock? 

Mr.  Voorhees.  We  have  the  rock,  but  they  do  not  have  the  acidu- 
lating facilities.  They  cannot  produce  enough  of  the  finished  super- 
phosphate. 

We  have  done  very  much  better  in  building  up  the  nitrogen.  That 
situation  is  fairly  satisfactory,  but  phosphates  are  a  great  problem. 

I  am  just  parroting  the  discussion  I  had  with  this  group  who  just 
came  back.  By  the  way,  I  have  Dr.  Jacobs  available,  in  case  you 
should  want  him  to  testify  from  first-hand  knowledge.  I  have  no 
first-hand  knowledge.     I  am  merely  repeating  what  he  told  me. 

The  Chairman.  We  will  try  to  hear  him  as  we  go  along. 

Mr.  Wilkinson.  The  production  capacity  of  the  bizonal  area,  of 
coiu'se,  is  not  at  all  the  same  figure  as  the  consumption  of  the  bizonal 
area.  These  show  the  rate  of  recovery  of  the  productive  facilities, 
not  the  possibilities  of  satisfying  prewar  consumption. 

Mr.  Draper.  That  is  right.     They  may  have  imported,  prewar. 

Air.  Wilkinson.  They  did. 

Mr.  Wigglesworth.  This  black  column,  the  1947  production,  is 
that  again  roughly  on  a  fiscal-year  basis? 

Mr.  Draper.  No,  sir.  The  figures  here,  I  believe,  are  calendar 
year. 

Colonel  Blumenfeld.  That  is  a  calendar  year. 

Mr.  Wigglesworth.  What  is  the  fourth  column  from  the  left  in 
each  instance? 

Mr.  Draper.  On  this  particular  chart,  that  is  the  first  ERP  year 
figure,  taken  for  comparison.  That  is  not  by  a  calendar-year  com- 
parison but  just  for  comparison. 

Mr.  Wigglesworth.  This  is  an  April  1  to  April  1  estimate? 

Mr.  Draper.  Yes.  sir. 

coal  and  crude  steel  production  in  GERMANY 

(Charts  4a  and  4b) 

The  next  chart  just  shows  in  more  detail  the  coal  and  steel  produc- 
tion, and  it  shows  that  the  3  years  that  have  gone  by  have  shown 
reasonable  improvement,  but  it  still  shows  far  below"  what  it  was 
before  and  shows  constant  step-ups  under  the  planning. 

The  same  thing  is  true  with  the  steel.  It  goes  from  a  figure  of  about 
3  million  to  5%  million  and  then  on  up  to  10  million  tons  projected 
for   the   fourth   year. 

Mr.  Wigglesworth.  That  means  you  anticipate  getting  back  to 
the  1936  level  of  coal  production  only  at  the  end  of  the  fourth  ECA 
year? 

Mr.  Draper.  That  is  correct,  sir.  That  will  be  under  tremendous 
stress  and  strain,  because  a  number  of  the  mines  will  require  very 
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broad  repairs  and  improvement  which  has  not  been  possible  up  to 
this  time. 

Mr.  WiCxGLESwoRTH.  Yoli  do  not  expect  to  get  much  more  than 
two-thirds  of  the  way  back  in  terms  of  crude-steel  production  by  the 
end  of  the  fourth  year? 

Air.  Draper.  That  is  correct.  In  steel  you  can  see  how  there  has 
been  great  difficulty  in  recovering  any  steel.  It  is  now  running 
something  better  than  3,000,000  tons,  and  the  ore  problem  is  severe. 
The  indigenous  ore  is  a  very  poor  quality.  It  is  going  to  involve 
import  of  higlier-grade  ores.  It  is  going  to  require  a  greater  amount 
of  colving  coal  and  some  improvement  of  repair  of  the  plants. 

Mr.  Wilkinson  can  give  you  further  details,  if  you  wish  that. 

EXTERNAL   TRADE   TARGETS   FOR    GERMAN   IMPORTS   AND   EXPORTS,    1947, 
AND  EGA  YEARS,  BY  MAJOR  CATEGORIES 

(Chart  5) 

Mr.  Draper.  The  next  chart  is  an  effort  to  give  you  a  visual  picture, 
from  the  present  export-import  picture,  of  what  is  visualized  under 
the  program.  The  black,  shown  here  [indicating],  are  the  imports. 
The  bulk  of  these  imports  are  from  appropriations  made  by  your 
committee;  not  all  of  them,  since  some  of  them  are  financed  from 
exports,  but  you  will  see  that  the  export  from  last  year  was  $225,- 
000,000  agamst  about  $700,000,000  imports;  whereas,  next  year  the 
import  requirements,  in  order  to  bimg  about  recovery,  are  figured  at 
$1,900,000,000,  with  a  jump  in  exports  to  $800,000,000. 

That,  m  my  opinion,  is  somewhat  optimistic,  although,  as  I  will 
show  you  later,  the  exports  have  been  improving. 

This  is  to  show  a  comparison  of  the  last  calendar-year  actual  figures 
with  the  projected  planning  figures,  both  in  exports  and  imports,  for 
the  4  years  of  the  plan. 

You  will  see  that  the  basis  of  the  plan  is  a  big  step  up  in  imports 
and  also  in  exports. 

The  black  [imports]  shown  in  the  first  year  of  the  plan  is  in  order 
to  get  the  basis  of  economic  recovery  under  way.  It  is  figured  that 
there  will  be  an  improvement  in  exports,  extended  to  $800,000,000 
from  a  little  over  $200,000,000,  and  in  the  second  year  there  will  be 
a  fiii'ther  slight  improvement  or  increase  in  exports. 

There  will  continue  to  be  a  considerable  increase  in  the  exports, 
with  the  exports  gradually  closing  the  gap  between  imports  and 
exports,  until  in  the  fourth  year  there  is  only  a  need  for  about  $400,- 
000,000  to  close  the  trade  deficit  gap. 

That  gives  you  a  picture  of  how  unbalanced  it  is  now,  and  how  it 
will  remain  unbalanced;  but  by  pumping  in  imports  we  hope  to  bring 
about  recovery,  and  it  should  certainly  tend  in  that  direction. 

Mr.  Engel.  Using  yoia-  own  term,  how  long  after  you  pump  in 
this  import  material  will  it  be  before  you  get  a  reaction  on  exports? 

Mr.  Draper.  Actually  it  will  come  this  year. 

Mr.  Engel.  How  long  a  period  between  them?  In  your  1948  pro- 
gram of  imports,  how  long  will  it  be  before  you  have  that  reaction? 

Mr.  Draper.  The  imports  put  in  during  the  first  half  of  this  year 
will  begin  to  come  out  in  exports  during  the  second  half  of  this  year. 
I  am  speaking  of  a  6  months'  period  and  then  a  second  6  months' 
period  of  time. 
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Mr.  Wilkinson.  Very  definitely  they  are  starting  now  to  come  in 
in  volume.  During  the  next  3  months  they  will  be  very  substantial 
and  will  go  into  exports  the  latter  half  of  the  year. 

Mr.  Draper.  The  imports  are  those  paid  from  JEIA,  Joint  Export 
Import  Agency. 

DOLLAR  VOLUME,  GERMAN  IMPORTS  AND  EXPORTS 

(Charts  6a  and  6b) 

This  next  chart  gives  m  more  detail  the  imports  and  exports  and 
shows  the  progressive  improvement  that  has  come  about.  It  also 
illustrates  the  tremendous  need. 

On  the  actual  figure  for  the  1936  miscellaneous  exports  you  have 
$517,000,000.  You  will  see  by  the  chart  that  even  under  the  first 
ERP  year  it  is  only  half  of  that,  so  that  there  is  still  a  long  way  to  go, 

I  think  this  illustrates  clearly  that  while  there  has  been  a  certain 
amount  of  improvement  over  the  2  or  3  years  we  have  been  in  Ger- 
many, it  has  been  nominal.  We  have  been  keeping  the  Germans 
alive,  but  the  capacity  for  improvement  is  there  and  is  just  waiting 
for  large-scale  imports  to  take  advantage  of  it. 

I  think  that  is  all  for  that  chart. 

BIZONE    CATEGORY    B    ITEMS,    IMPORTS    AND    EXPORTS 

(Chart  7) 

The  next  chart  shows  the  improvement  in  the  recent  period.  This 
is  based  on  a  2-month  average  of  1936,  which  showed  $113,000,000  of 
imports.  It  shows  only  $5,700,000  of  imports  in  the  first  2  months 
of  1947,  last  year.  It  shows  why  we  have  not  had  recovery  up  to  date. 
There  is  an  improvement  in  1948,  but  it  is  still  minor,  and  then  it 
shows  what  is  figured  for  a  2-month  average  of  the  first  ERP  year, 
after  it  gets  going. 

This  shows  that  a  real  improvement  is  coming.  It  is  on  the  way 
aheady.     It  has  started. 

We  also  have  the  import  contracts,  made  a  year  ago,  for  the  first 
2  months  of  1947.  We  show  the  contracts  actually  made.  We  show 
the  import  contracts  actually  made  in  the  first  2  months  of  this  year. 
You  can  see  that  the  Joint  Export  Import  Agency  has  begun  to  func- 
tion in  a  real  way. 

I  thinlv  that  is  one  of  the  most  encouraging  single  items  I  can  talk 
to  3^ou  about  today. 

On  the  other  side  we  have  the  deliveries  of  exports.  You  see  that 
in  1936  there  were  $195,000,000.  These  figures  for  the  bizone  in  the 
past  are  to  a  degree  estimated,  because  the  figures  were  for  Germany 
as  a  whole,  and  they  have  been  broken  down  as  carefully  as  possible. 

It  is  10  percent  of  that  in  1947,  and  three  or  four  times  that  amount 
in  the  first  2  months  of  1948.  In  the  first  ERP  year  it  is  figured  that 
they  will  almost  double  again,  so  that  we  have  actually  shown  that 
improvement  is  to  come  with  these  imports  that  are  already  pro- 
gramed and  contracted  for. 

It  should  not  be  out  of  the  way  to  expect  this  improvement  on  the 
other  side,  plus  ERP  assistance,  which  will  carry  that  along.  I  think 
we  have  reached  the  poiiit  where  ERP  can  really  function  so  far  as 
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Germany  is  concerned  in  a  vrny  which  would  not  have  been  true  a 
year  or  a  year  and  a  half  ago. 

The  same  thing  is  true  with  the  export  coiitracts.  A  year  ago  thev 
were  only  $10,000,000.  In  tlie  first  2  months  of  this  year  they  are 
$88,000,000,  as  against  that  $10,000,000.  It  is  certaudy  in  the Vight 
direction. 

All  of  these  contracts  will  probably  not  be  fulfilled.  The  experience 
has  been  that  contracts  are  made,  and  then  when  the  time  for  delivery 
arrives,  a  percentage  of  difficulties  develop,  or  they  caimot  get  the 
raw  materials,  but  there  is  a  clear  indication  of  the  direction  in  which 
things  are  going. 

TRANSPORTATION    SITUATION    IN    GERMANY 

(Chart  8) 

The  next  chart  is  simply  to  show  that  there  is  some  improvement 
in  transportation  over  there. 

I  think  this  committee  has  been  particularly  interested  in  the  trans- 
portation situation  in  Germany.  A  year  ago  I  remember  having  to 
answer  very  pessimistically  that  the  car  repairs  were  being  made  less 
frequently  than  the  cars  were  going  out  of  service,  and  that  we  were 
losing  ground  every  month.     That  is  not  true  today. 

This  shoxvs  the  serviceable  locomotives  in  1936,  shown  in  the  top 
block.  The  second  block  shows  the  serviceable  locomotives  in 
November  1947,  and  at  the  present  time  it  has  improved  to  the  extent 
of  150  or  160  locomotives,  as  against  November  of  last  year,  so  the 
trend  is  in  the  right  direction. 

On  the  other  side  of  the  chart  we  show  the  unserviceable  ones,  and 
it  shows  that  that  is  slninking  from  last  November. 

Of  course,  in  both  cases  there  are  many  more  unserviceable  ones 
than  there  were  10  years  ago,  because  that  was  before  the  war. 

In  the  case  of  the  freight  cars,  in  1936  there  were  330,000.  In 
November  1947,  there  were  210,000  serviceable  freight  cars,  and  that 
has  improved  from  210,000  last  November  to  237,000  at  the  present 
time,  a  substantial  improvement. 

That  was  intended,  gentlemen,  simply  to  give  a  rather  broad  pic- 
ture of  fact,  as  I  see  it,  that  Germany  represents  a  vacuum  which  can 
be  used,  a  piece  of  machinery  that  is  available  for  this  country's 
plans  and  projects  for  European  recovery,  and  it  explains  the  reason 
why  an  ex-enemy  country  is  being  assisted  at  this  time;  it  is  not  only 
to  save  the  American  taxpayer  from  continued  relief  expenditures,  but 
for  the  benefit  of  our  whole  philosophy  and  plamiing  for  western 
Europe's  recovery. 

EXPORTATION    OF    STEEL    FROM    GERMANY 

Mr.  Engel.  How  long  will  it  be  before  you  wiU  be  able  to  export 
steel  products? 

Mr.  Draper.  Exporting  of  a  few  steel  pipes  has  already  taken  place, 
but  it  is  a  minimum  amount  at  the  present  tune.  It  should  grow  over 
the  next  year  or  two. 

Mr.  Engel.  Before  the  war  Germany  furnished  a  great  deal  of 
the  heavy  equipment  throughout  Europe,  and,  of  course,  it  is  assumed 
that  spare  parts  would  naturally  come  from  German}'  if  they  were 
available. 
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MANUFACTURE  AND  EXPORTATION  OF  SPARE   PARTS  AND  HEAVY  EQUIP- 
MENT   BY    GERMANY 

To  what  extent  is  Germany  manufacturing  spare  parts  for  heavy 
equipment,  and  to  what  extent  is  it  being  sent  to  this  country;  such 
articles  as  electric  light  and  waterworks  equipment?  Are  they  getting 
any  production  at  all? 

Mr.  Wilkinson.  Yes,  sir.  That  is  one  of  the  highest  priority 
projects  in  the  field  of  mechanical  engineering  in  Germany.  Our 
exports  last  year  were  not  great  by  volume,  but  we  were  able  to  take 
care  of  the  most  urgent  requirements  of  the  neighboring  countries. 
The  program  for  this  coming  year  puts  great  emphasis  on  spare 
parts. 

Mr.  Engel.  a  great  deal  of  this  machinery  must  be  badly  worn, 
or  must  have  been  badly  worn  during  the  war,  and  no  doubt  it  requires 
considerable  repairs  and  a  great  many  repair  parts. 

Mr.  Wilkinson.  That  is  true,  sir.     There  is  great  demand. 

Mr.  Engel.  I  felt  that  there  was  one  opportunity  for  exports 
which  Germany  could  fm-nish  and  which  should  add  both  to  Germany's 
imports  and  to  the  efficiency  of  the  production  of  the  countries  to 
which  they  are  sending  these  spare  parts. 

Mr.  Draper.  There  is  no  question  about  that.  Within  the  steel 
and  other  material  necessary,  that  is  being  stimulated. 

Mr.  Chairman,  I  would  like  to  refer  by  reference  to  the  earlier 
testimony  of  this  project  which  appeared  in  the  first  deficiency  hear- 
ings, pages  560  to  735,  wdiich  I  assume  will  by  reference  be  incorporated 
as  a  part  of  these  hearings.  General  Clay  and  other  witnesses  ap- 
peared before  yom-  committee  when  these  hearings  were  started  last 
January,  or  whenever  it  was.  We  have  the  reference  here,  and  I 
assume  that  those  are  a  part  of  these  hearings  by  reference. 

Mr.  Wigglesworth.  I  would  assume  that  the  reference  which  you 
have  just  made  to  them  will  be  sufficient. 

Mr.  Draper.  I  did  not  mean  to  reprint  them,  of  course. 

Mr.  Wigglesworth.  No. 

reconciliation  of  garioa  with  eca  program 

Mr.  Draper.  I  also  would  like  to  introduce  a  letter  which  Mr. 
Taber  has.  This  is  a  letter  written  to  Mr.  Taber  under  date  of  April 
15,  1948,  which  indicates  the  method  of  reconciliation  of  this  pro- 
gram, the  GARIOA  program,  with  the  ECA  program;  and  I  presume 
that  you  would  wish  that  to  be  placed  in  the  record. 

Mr.  Wigglesworth.  Without  objection,  that  will  be  included  in 
the  record  at  this  point. 

(The  letter  is  as  follows:) 

Department  of  the  Army, 
Office  of  the  Under  Secretary, 

Washitigton,  D.  C,  April  15,  1948. 
Hon.  John  Taber, 

Chairman,  Committee  on  Appropriations,  House  of  Representatives, 
Dear  Mr.  T.aber:  Since  hearings  are  about  to  begin  on  appropriations  for  the 
Economic  Cooperation  Administration,  and  as  there  is  a  close  connection  between 
the  GARIOA  approjiriations  for  Germany  and  the  European  recovery  program, 
I  submit  a  statement  concerning  the  relationship  of  the  two  programs  to  each 
other. 
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I  felt  that  this  might  be  of  use  to  the  members  of  your  committee,  and  that 
you  might  desire  to  incorporate  it  in  the  record. 

Copies  have  been  fiu-nished  to  the   Acting  Secretary  of  State  and  the  ECA 
Administrator.      Additional  copies  for  members  of  your  conmiittee,  should  you 
care  to  distribute  this  material  to  them,  are  enclosed. 
Sincerely  yours, 

William  H.  Dr.\per,  Jr., 
Under  Secretary  of  the  Army. 

Relationship  Between   ECA  and  the   Army's   Requested  Appropriations 
FOR  Government  and  Relief  in  Occupied  Areas  (GARIOA) 

A  comprehensive  program  for  all  import  requirements  for  bizonal  Germany 
has  been  developed  and  is  being  presented  as  part  of  the  Economic  Cooperation 
Administration's  (ECA)  appropriation  request.  However,  part  of  this  will  be 
financed  from  the  Army's  requested  appropriation  for  government  and  relief  in 
occupied  areas  (GARIOA).  Accordingly,  the  Army  has  submitted  requests  for 
appropriations  for  the  period  up  to  July  1,  1949,  covering  food,  fertilizer,  seed, 
petroleum  products,  and  ocean  transportation  of  all  of  them,  for  bizonal  Germany. 
The.se  items  form  the  principal  part  of  the  GARIOA  appropriation  for  Germany. 
Assuming  that  one-fourth  of  such  appropriations  utilized  for  Germany  during 
fiscal  year  1948  are  applicable  to  the  current  ciuarter,  and  that  the  pending  de- 
ficiency appropriation  bill  is  enacted,  the  amounts  so  provided  for  this  quarter 
will  be  about  $153,000,000.  The  figure  for  these  items  in  the  Armv's  request  for 
fiscal  year  1949  is  $651,000,000,  making  a  total  GARIOA  request  for  the  15-month 
period  covered  in  the  schedules  of  the  Economic  Cooperation  Administration's 
justification  of  $804,000,000.  The  corresponding  figure  for  GARIOA  funds  ap- 
pearing in  the  ECA  justification  is  $822,000,000  (pp.  D-6  and  E-32).  Although 
there  is  this  dollar  difference,  principally  due  to  diifering  methods  of  pricing,  the 
commodities  represented  by  both  figures  are  substantially  reconciled.  A  full 
reconciliation  will  be  later  submitted  in  support  of  the  GARIOA  appropriation 
request  for  fiscal  year  1949. 

The  request  for  a  separate  appropriation  for  Germany  has  been  continued  for 
fiscal  year  1949  because  the  State  Department  and  the  Army  jointly  recognize 
that  the  Army  should  have  direct  control  of  sufficient  funds  to  provide  food  and 
related  items  in  at  least  the  minimum  amount  required  to  preserve  order.  The 
Army  considers  that  this  is  imperative  to  enable  it  to  discharge  its  militarj- 
responsibilities  in  the  occupied  areas.  Accordingly,  these  GARIOA  funds  which 
form  part  of  the  total  import  program  have  been  calculated  primarily  to  provide 
food  imports  which,  together  with  German-grown  food,  will  supply  a  subsistence 
diet  for  the  normal  consumer  and  supplemental  rations  for  workers  and  other 
special  groups  requiring  them.  The  amounts  of  food  so  supplied  are  not  sufficient 
to  accomplish  as  rapid  an  industrial  rehabilitation  of  Germany  as  the  European 
recovery  program  (ERP)  contemplates.  Xor  do  they  include  certain  higher  cost 
items  available  in  western  European  markets.  Because  of  this,  ERP — which 
was  set  up  in  detail  subsequent  to  the  preparation  of  the  Army's  GARIOA 
budget  request — provides  for  certain  additional  foods  to  be  supplied  in  large 
part  from  sources  in  western  Europe.  These  foods  would  have  reached  Germany 
in  normal  prewar  trade  channels,  and  it  is,  of  course,  important  to  the  economy 
of  the  other  western  European  covuitries  that  this  German  market  be  reestatilished. 
This  helps  to  accomplish  the  ERP  objectives  of  making  the  optimum  utilization 
of  European  products  and  of  conserving  United  States  resources. 

Since  ERP  has  now  become  the  foreign  policy  of  the  United  States,  the  Army 
proposes  to  employ  its  GARIOA  appropriation  to  discharge  its  military  responsi- 
bility in  a  manner  designed  to  further  general  European  recovery  and  conserve 
United  States  resources  through  careful  coordination  with  ERP.  Study  has 
shown  that  this  is  possible,  while  still  purchasing  maximum  food  values  with 
the  GARIOA  appropriation  at  minimum  costs. 

ERP  contemplates  jiroviding  for  the  import  requirements  of  l)izonal  Germany, 
including  all  food  and  related  products,  as  follows:  First,  by  the  proceeds  of 
German  exports;  second,  by  the  GARIO.A  appropriation:  third,  by  the  contribu- 
tion which  the  United  Kingdom  has  undertaken  to  make;  and  fourth,  a-^  to  the 
balance,  by  FCA  funds.  While  some  of  the  ECA  funds  for  Germany  are  intended 
for  food,  in  major  part  these  moneys  are  for  items  which  are  directly  for  industrial 
recovery. 

The  detailed  programs  for  imports  of  food,  fertilizer,  .seed,  and  petroleum,  as 
developed  for   EGA  and  for   GARIOA,    have   been   closely   correlated  so   that 
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GARIOA  funds  will,  with  relatively  minor  exceptions,  be  utilized  to  purchase  most 
of  the  foods  now  estimated  by  EGA  to  be  required  from  the  Western  Hemisphere 
for  bizonal  Germany,  as  well  as  some  of  the  foods  procurable  from  Europe.  As  to 
purchases  of  the  latter  with  fiscal  year  1949  GARIOA  funds,  the  Army  plans  to 
seek  approval  from  the  Appropiiations  Committees  for  it  to  buy  from  the  Joint 
Export  Import  Agency  (JEIA),  foods  which  the  latter  has  acquired  from  other 
European  countries  in  normal  trade  channels.  This  change,  in  contrast  to  the 
Army's  making  direct  dollar  purchases  in  such  countries,  is  intended  to  restore 
European  trade  to  a  local  currency  basis,  instead  of  a  dollar  basis,  in  accordance 
with  the  essential  spirit  and  purpose  of  the  recovery  program.  This  proposal  is 
not  so  much  a  change  in  substance  in  the  use  of  GARIOA  funds  as  a  change  in 
form.  It  will,  however,  make  possible  a  more  effective  use  of  GARIOA  dollars, 
as  European  foods  will  as  far  as  possible  be  procured  with  European  currencies 
(which  will  be  available  to  JEIA  through  offsetting  German  exports)  and  the 
dollars  which  the  Army  thus  pays  for  food  will,  in  turn,  be  available  for  JEIA 
to  purchase  other  necessary  German  imports  to  accelerate  economic  recovery. 

As  above  explained,  the  EGA  budget  is  based  upon  the  assumption  that  all 
funds  requested  in  the  GARIOA  budget  will  be  available  to  finance  most  of  the 
requisite  dollar  imports  for  food  and  related  items.  This  is,  therefore,  no  duplica- 
tion between  the  two  budget  requests.  Accordingly,  any  short  fall  in  funds  for 
either  would  create  an  additional  drain  upon  the  other  and  prejudice  the  success 
of  the  over-all  program. 

Mr.  Draper.  Third,  I  would  like  to  refer  to  pages  1153  to  1158  of 
our  GARIOA  justifications,  in  which  more  detailed  information  with 
the  ECA  program  is  placed  before  your  committee  for  its  information. 

The  justifications  which  are  placed  before  you  for  use  in  the  record 
at  such  points  as  you  desire  contain  a  proposal  for  $1,250,000,000, 
covering  not  only  Germany,  but  Japan,  Korea,  and  the  Ryukyus. 

Aly  remarks  up  to  this  time  have  been  du-ected  to  the  German 
picture  because  these  hearings  were  primarily  du*ected  to  ECA  and 
GARIOA. 

These  justifications  include  full  details  of  the  food,  fertilizer,  and 
petroleum  product  program  for  all  occupied  areas,  for  which  the 
Army  has  responsibility. 

For  the  detailed  justifications  and  explanations  I  will  ask  Mr. 
Voorhees  to  testify. 

First,  I  should  say  that  these  have  been  somewhat  modified  and 
corrected  or  improved  from  those  presented  last  winter — in  the  6  or 
7  months  which  have  gone  by  from  the  original  presentation.  Any 
program  is  subject  to  some  fluctuation  and  flexilnlity  during  a  period 
of  that  time,  as  it  is  reworked;  but,  also,  in  the  meantime  there  has 
been  a  basic  change  in  the  fact  that  the  economic  recovery  program 
has  become  part  of  the  foreign  policy  of  the  United  States,  and  that 
necessitated  certain  changes  to  be  sure  that  the  GARIOA  program 
did  integrate  fully  with  that  program;  and  with  Mr.  Taber's  knowledge 
and  with  the  approval  of  the  Bureau  of  the  Budget  these  new  justi- 
fications were  prepared  and  introduced. 

DISCUSSION    ON    ASSISTANCE    UNDER    THE    GARIOA    AND    ECA 

PROGRAMS 

Mr.  WiGGLESWORTH.  How  mucli  of  this  over-all  total  of  $1,- 
250,000,000  will  go  to  Germany,  and  how  much  will  go  to  Japan  and 
to  Korea  and  to  the  Ryukyus? 

Mr.  Draper.  I  believe  there  is  a  bieak-down  of  that  appearing  in 
the  justifications. 

Mr.  Voorhees.  I  have  here  a  statement  which  I  think  is  what  you 
wish.     It  also  gives  the  comparable  figures  for  fiscal  year  1947  and 
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fiscal  year  1948.  The  latter  is  computed  upon  the  assumption  that 
the  second  deficiency  of  $143,000,000  is  approved.  That  has  been 
approved  by  the  Congress,  but  I  do  not  know  whether  it  has  actually 
been  signed  by  the  President. 

Mr.  WiGGLESWORTH.  Is  that  document  a  part  of  the  justifications? 

Mr.  VooRHEES.  No,  sir.  This  is  separate  material,  in  case  you 
wish  it. 

Mr.  Draper.  We  have  a  chart  here. 

]\[r.  Stefan.  Mr.  Voorhees,  did  you  find  a  basis  of  how  it  is 
divided  between  Germany  and  the  other  countries? 

Mr.  Voorhees.  Sir,  this  is  in  a  separate  statement.  The  break- 
down between  the  different  countries  is  given  in  each  of  the  different 
projects. 

Mr.  Draper.  This  chart,  sir,  indicates  the  proposals,  but  we  will 
have  the  figures  in  just  a  moment. 

recoxciliation  of  eca  and  gariga  programs 

The  Chairman.  Now,  you  do  not  coordinate  this  ECA  and  the 
relief  programs  in  the  tables  so  that  we  can  have  a  picture  in  one  set. 

Mr.  Draper.  Yes,  sir.  I  mentioned  pages  1153  through  1158  of 
the  justifications  which  indicate  a  reconciliation  between  the  two. 

Mr.  WiGGLESWORTH.  You  show  the  ECA  program  on  the  left  of 
the  page  and  the  GARIOA  program  on  the  right  of  the  page,  is  that 
simply  to  provide  the  possibility,  by  the  process  of  addition,  of  finding 
out  the  total  contemplated  by  the  two  programs. 

Mr.  Draper.  No,  sir;  the  ECA  program  is  also  sho^vn. 

Mr.  Voorhees.  The  ECA  program  contemplates  that  the  German 
import  requirements  would,  of  course,  be  supplied  to  the  extent  they 
could,  first,  by  the  proceeds  of  exports;  second,  by  the  contribution 
of  the  United  Kingdom,  wdiich  is  estimated  at  $70,000,000;  third,  by 
the  GARIOA  appropriation  which  is  presently  being  requested;  and, 
as  to  the  balance  of  the  deficit  of  $437,000,000,  by  the  ECA  program. 
The  ECA  approached  the  problem  by  making  an  estimate  of  the  total 
German  deficit.  The  GARIOA  appropriation  under  this  approach 
makes  up  a  part  of  this  deficit.  The  ECA  then  asks  for  merely  the 
balance  of  the  money. 

It  became  necessary,  therefore,  since  the  GARIOA  appropriation  is 
to  be  fitted  in  with  the  ECA  program,  to  make  a  detailed  comparison. 
As  ECA  is  submitting  in  this  so-called  brown  book  a  detailed  state- 
ment of  all  required  impoi'ts  for  Germany,  it  became  necessary  to  see 
which  of  these  imports  would  be  paid  for  with  the  GARIOA  appro- 
priation. 

I  should  say  the  reason  for  the  continuance  of  the  GARIOA  appro- 
priation is  the  very  simple  one.  The  Army  has  a  verj^  heavy  military 
responsibility  of  maintaining  order  in  these  areas,  and  it  must  be 
assured  that  it  can  keep  this  food  pipe  line  full;  because,  with  the 
relatively  small  number  of  troops,  it  cannot  maintain  order  without 
having  food.  Therefore,  the  Army  needed  to  keep  control  of  the 
basic  food  going  into  Germany  to  assure  it  got  there,  enough,  and  on 
timie.  Accordingly,  we  selected  from  the  ECA  food  import  program 
those  foods  wdiich  would  be  required  for  this  purpose  and  these  are 
the  ones  we  should  pay  for  from  the  GARIOA  appropriation.  These 
foods  are  set  out  at  page  1155. 

75408 — 48 — pt.  2 2 
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In  the  first  column  we  have  set  forth  the  ECA  program  in  the 
brown  boolv 

Mr.  WiGGLESwoRTH.  That  is  not  in  this  $1,250,000,000  at  all; 
that  is  in  the  figm'es  we  have  been  considering  heretofore,  is  it  not? 

Mr.  VooRHEEs.  No.  The  ECA  program  includes  the  GARIOA 
program  within  it.  That  is  because  the  ECA  program  states  the 
entire  deficit  needs  of  Germany,  and  the  GARIOA  appropriation  is 
designed  to  supply  a  part  of  that  deficit. 

On  page  1155,  the  first  column  of  figures  is  the  entire  food-import 
program  which  ECA  estimates  are  needed  for  Germany  and  wdiich 
the  ECA  as  has  been  previously  presented  to  you. 

In  the  last  three  columns  on  page  1155,  there  is  presented  the  por- 
tion of  that  program  which  can  be  supplied  by  GARIOA  funds  which 
we  are  asking  for  today,  totaling  in  food  tonnage  4,831,000  tons. 
Then  we  give  the  value  on  the  same  price  basis  which  ECA  used,  in 
order  that  a  comparison  might  be  made.  However,  because  we  have 
for  our  GARIOA  appropriation  later  and  more  precise  figures  as  to 
value,  we  have  given  in  the  last  column  the  costs  which  we  currently 
estimate,  in  order  to  give  you  gentlemen  as  precise  a  figure  as  possible 
in  our  request  for  funds. 

At  the  bottom,  we  have  deducted  the  United  Kingdom  contribution, 
and  we  come  out  to  479.9  million  dollars  of  the. requirements  which 
can  be  supplied  by  GARIOA. 

^Ir.  WiGGLESwoRTH.  What  does  that  mean  in  terms  of  the  ECA? 

Air.  VooRHEES.  If  you  will  bear  with  me  for  just  a  moment,  I  will 
get  to  that.  The  other  imports  which  the  ECA  plan  contemplates, 
so  far  as  they  can  be  supplied  from  the  GARIOA  appropriation,  are 
set  forth  on  the  next  page.  That  is  for  different  kinds  of  fertilizer, 
seed,  petroleum  proudcts,  and  a  small  amount  for  insecticides.  Then 
we  have  deducted  the  British  contribution,  and  it  comes  out  to  a  little 
less  than  $115,000,000. 

Then,  if  joii  will  turn  to  the  next  page,  1157,  at  the  bottom  of  the 
page,  we  have  taken  these  figures  of  what  GARIOA  will  supply;  that 
is,  the  figures  and  items  which  I  have  given  you  above — and  then  we 
have  added  transportation.  The  reason  we  have  done  that  is  because 
you  cannot  make  a  direct  comparison  with  ECA  on  this  point.  Their 
program  includes  transportation  as  a  sort  of  over-all  figure,  and  we 
could  not  make  a  precise  comparison.  The  total  GARIOA  contribu- 
tion comes  out  to  approximately  $675,000,000. 

I  am  coming  now  to  try  to  answ^er  yoin-  question.  Air.  Wigglesworth. 
If  you  turn  over  to  page  1158  and  look  at  the  table  down  about  the 
middle  of  the  page,  the  first  line  there  marked  "ECA"  are  the  figin-es 
taken  directly  from  the  brown  book,  European  recovery  program, 
proposed  distribution  of  Economic  Cooperation  Act,  finanancing  by 
country  and  commodity,  at  pages  38  and  39.  These  are  the  total 
shipments  which  would  be  required  from  the  Western  Hemisphere  for 
the  15-month  period. 

The  second  column  is  the  dollar  earnings  of  Germany,  and  the 
third— they  called  it  "loans  and  credits",  but  that  $822,000,000  is 
actuallv  their  figin-e  of  the  GARIOA  contribution  over  the  15-month 
period.  The  balance  for  the  15-month  period  they  figured  at  $556,- 
000,000.  Then  they  made  a  minor  adjustment  of  only  $2,000,000, 
but  1  am  not  going  into  that. 
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Fiiiallv  in  tlieir  last  column  thpv  liavo  statod  tho  doficit  for  tlie 
April  1  year  as  $437,000,000. 

Now,  we  have  made  for  the  fiscal  year  1949  the  nearest  comparable 
figures.  That  is,  in  the  first  column,  taking  the  lino  under  "GARIOA," 
we  have  taken  four-fifths  of  the  EGA  figure,  because  theirs  was  for 
15  months  and  ours  is  only  for  12  months;  so  it  is  twelve-fifteenths. 
And  on  the  dollar  earnings  we  have  similarly  taken  four-fifths,  or  the 
adjusted  12  months'  total.  Then  we  have  applied  the  amount  foi-  the 
GARIOA  contribution  of  $()75, 000, 000.  On  this  basissuch  computation 
shows  a  deficit  of  $427,000,000  for  which  EGA  would  need  the  appro- 
priation. That  corresponds,  as  you  will  see,  very  closely  with  the 
amount  for  which  EGA  is  asking.  You  could  not,  of  course,  make  a 
precise  comparison,  because  the  EGA  year  is  from  April  1  to  March 
31,  and  the  year  we  are  talking  about  is  from  July  1  to  June  30.  But 
they  are  substantially  the  same  in  principle. 

That  brings  the  application  of  the  GARIOA  funds  into  the  EGA 
program  I  think  very  clearly,  both  as  to  the  detailed  items  which  will 
be  supplied  and  the  extent  of  the  EGA  program  which  will  be  met 
from  the  GARIOA  funds. 

Now,  every  item  which  we  have  included  in  here  which  will  be 
provided  for  by  the  GARIOA  funds  is  an  item  which  EGA  listed  as 
an  import  need  for  German  industrial  recovery — every  single  one. 
There  are  one  or  two  places  in  which  we  have  included  certain  amounts 
beyond  their  amounts  in  GARIOA,  ])ut  those  are  the  exceptions  and 
they  are  minor.  One  thing  is  petroleum,  where  we  felt  a  little  more 
was  needed,  and  I  think  there  may  be  a  little  in  fertilizer.  But 
practically  everything  is  within  the  EGA  program  in  quantity  and,  as 
I  say,  is  within  it  as  to  description. 

^ir.  WiGGLESWORTH.  You  gave  me  some  over-all  figures  previously 
breaking  down  to  $1,250,000,000  requested  by  GARIOA  as  between 
the  several  countries  with  comparative  figures  for  the  previous  year. 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  WiGGLESWORTH.  If  I  Understand  vou  correctly,  we  ought  to 
add  to  that  $1,250,000,000  whatever  EGA  is  goiiig  to  provide,  as 
distinct  from  GARIOA,  and  compare  the  total  with  what  the  several 
countries  received  in  the  previous  year,  to  get  the  picture. 

Mr.  VooRHEES.  To  determine  it,  you  would  have  to  make  an  addi- 
tional adjustment. 

Mr.  WiGGLESWORTH.  What  is  the  over  all? 

ESTIMATE   OF   OVER-ALL  ASSISTANCE  TO   GERMANY  IN   FISCAL  YEAR  1949 

Mr.  VooRHEEs.  I  think  1  can  give  it  to  you  roughly.  For  1949, 
taking  the  nearest  $100,000,  it  is  $706,000,000  for  Gerniany. 

The  Ghairman.  Do  vou  mean  GARIOA  or  the  other? 

Mr.  VooRHEEs.  GARIOA. 

Mr.  WiGGLESWORTH.  And  how  much  does  EGA  add  to  that? 

^^r.   VooRHEES.  $437,000,000. 

Mr.  WiGGLESWORTH.  So  it  becomes  $1,143,000,000  instead  of 
$706,000,000? 

Mr.  VooRHEES.  Yes,  sir.  That  is  pumping  in  the  industrial  raw 
materials  for  which  there  has  been  previously 

Mr.  WiGGLESWORTH.  That  compares  with  $578,000,000  which 
Germany  received  in  the  previous  year? 
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Mr.  Draper.  Yes.     You  have  to  adjust  for  the  British  contribution. 

jMr.  VooRHEEs.  In  fiscal  year  1949  the  British  will  supply  only 
about  $70,000,000.  The  British  in  fiscal  year  1948  supphed  approx- 
imately, roughly,  $204,000,000  or  $205,000,000.  This  wiU  shrink  to 
$70,00*0,000  in  1949. 

Mr.  WiGGLESWORTH.  Then,  if  you  add  the  $70,000,000  of  the 
British,  that  means  Germany  is  gomg  to  have  $1,213,000,000  compared 
to  about  $782,000,000  in  1948. 

Mr.  VooRHEES.  Yes,  sir.  Of  course,  that  is  because  of  the  EGA 
plan  to  pump  industrial  materials  into  Germany  and  also  utilize 
Germany  as  a  market  for  a  great  many  other  products  of  western 
Europe  for  which  otherwise  EGA  would  simply  have  to  give  those 
countries  dollars  in  order  to  keep  them  gomg. 

A  rather  interesting  example  is  this  $10,000,000  of  Italian  fruits  and 
vegetables  going  into  Germany  for  which  there  is  no  other  market. 
These  were  previously  used  in  Germany  prior  to  the  war  and  probably 
during  the  war,  but  are  a  type  of  thing  we  would  never  have  thought  of 
buying  with  the  GARIOA  appropriation. 

Air.  Draper.  You  will  see  the  difference  there  is  exactly  $437,000,- 
000  from  EGA — the  difference  between  the  1.2  billion  dollars  and  the 
780  million  dollars. 

ESTIMATE  FOR  OTHER  OCCUPIED  AREAS 

Mr.  WiGGLESWORTH.  Gail  you  give  me  similar  figures  to  supple- 
ment that  previous  table  you  gave  me,  for  Korea,  Japan,  the  Ryukyus, 
and  Austria? 

Mr.  VooRHEES.  If  you  take  the  total  GARIOA  amount  estimated 
for  Germany  for  fiscal  year  1949,  including  the  British  contribution, 
and  compare  the  same  for  1948  vou  will  see  that,  thev  are  almost 
exactly  the  same.  That  is,  for  fiscal  year  1948  it  was  "$578,000,000 
plus  $204,000,000— roughly  $782,000,000— and  for  the  present  year 
it  is  $778,000,000. 

The  Chairman.  It  is  $1,213,000,000? 

Mr.  Voorhees.  I  am  speaking  of  GARIOA  only.  In  this  year 
you  must  add  for  Germany,  according  to  the  EGA  plan,  $437,000,000 
more. 

Mr.  Draper.  That  illustrates  the  point  I  made,  that  the  difference 
between  the  two  is  the  EGA  appropriation. 

Mr.  Voorhees.  So  the  total  for  Germany  under  the  EGA  plan, 
paper,  is  almost  exactly  $1,200,000,000. 

^Ir.  WiGGLESWORTH.  And  inasmuch  as  the  British  contribution  is 
dropped  from  $204,000,000  to  $70,000,000,  that  reflects  a  correspond- 
ing increase  in  GARIOA? 

Mr.  Voorhees.  Yes,  sir.  For  Japan  you  will  see  on  the  same 
sheet  I  gave  you  in  the  column  following  the  one  for  Germany,  taking 
the  nearest  $100,000  figure,  that  the  GARIOA  contribution  was 
$379,000,000  in  1948  and  $424,000,000  this  year. 

Mr.  WiGGLESWORTH.  That  is  GARIOA  alone? 

Mr.  Voorhees.  That  is  GARIOA  alone;  yes,  sir. 

Mr.  WiGGLESWORTH.  And,  of  course,  there  is  no  EGA? 

Mr.  Voorhees.  No,  sir.  For  Korea,  the  corresponding  figures  are 
$116,000,000  and  $107,000,000. 

Mr.  WiGGLESWORTH.  There  is  a  small  item  also  for  Austria? 
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Mr.  Draper.  From  8.5  in  1948  to  10.0  in  1949. 

Mr.  VooRHEEs.  That  is  a  different  kind  of  appropriation .  The  food 
for  Austria  is  inchidcd  entirely  in  tlie  EGA  appropriation  and  not  in 
GARIOA.  This  request  is  for  the  cost  of  military  government  and 
incidental  items  like  that. 

Mr.  WiGGLESWORTH.  Nevertheless,  Austria  is  receiving  1.5  million 
dollars  more  under  GARIOA  than  she  did  in  addition  to  what  is  made 
available  under  EGA? 

Mr.  Draper.  That  is  correct. 

Mr.  Voorhees.  I  think  there  is  a  change  somewhere  there.  In  that 
sum  Austria  was  changed  to  a  pay-as-you-go  policy  under  which  we 
paid  for  the  internal  expenses  with  dollars  in  order  to  aid  the  Austrian 
economy ;  where  as  before  we  had  not  done  that.  I  think  it  is  a  book- 
keeping change  rather  than  an  actual  change  in  tlie  aid  fui-nished. 

Mr.  Keefe.  Mr.  Draper,  I  would  like  to  try  to  understand  this 
situation  initially,  before  we  go  into  the  details  of  all  this  business. 

As  I  understand  it,  the  Army  is  responsible  and  has  a  continuing 
responsibility  to  maintain  law  and  order  in  the  occupied  areas,  to  wit, 
the  American  zone  in  Germany,  in  Austria,  in  Japan,  in  Korea,  and 
the  Ryukyus? 

Mr.  Draper.  Yes,  sir. 

\Jr.  Keefe.  Now,  so  far  as  that  portion  of  the  appropriation  is 
concerned  that  relates  to  Japan,  the  Ryukyus,  and  Korea,  it  is  strictly 
and  directly  an  army-of-occupation  item  of  expense? 

Mr.  Draper.  As  we  see  it,  yes,  sir. 

Mr.  Keefe.  Insofar  as  it  relates  to  the  American  zone  or  bizonal 
Germany  and  Austria,  it  is  related  and  integrated  into  the  EGA 
program? 

Mr.  Draper.  In  order  that  there  be  no  duplication  and  that  the 
purpose  of  EGA,  to  provide  those  things  needed  to  bring  about 
economic  recovery  would  be  supplied  without  supplying  something 
that  we  were  already  in  a  position  to  supply;  yes,  sir. 

Mr.  Keefe.  I  am  trying  to  limit  this,  you  understand. 

relation    of    GARIOA    TO    EGA    PROGRAM    IN    AUSTRIA 

So  far  as  Austria  is  concerned,  the  amount  of  the  GARIOA  appro- 
priation that  is  requested  is  comparatively  small  and  contemplates 
only  taking  care  of  yoiu-  rather  small  military  establishment? 

Mr.  Draper.  That  is  an  approximately  correct  statement. 

Mr.  Keefe.  And  vet  Austria  is  also  included  within  tlie  EGA  pro- 
gram for  reconstruction  and  rehabilitation? 

Mr.  Draper.  Yes,  sir.  The  reason  for  that  difference  in  approach 
goes  back  to  the  fact  that  a  year  or  a  year  and  a  half  ago  an  arrange- 
ment was  made,  when  it  was  expected  the  Austrian  peace  treaty 
would  be  made  promptlj^,  that  in  view  of  that  contemplated  action 
the  State  Department  woidd  take  over  if  the  occupation  forces  with- 
drew and  their  Ambassador  and  mission  were  made  responsible — I 
presume  with  the  approval  of  this  committee — I  was  not  here  at  the 
time — for  the  food  supplies  and  other  relief  to  be  accorded  to  Austria. 
And,  while  the  Army  continued  to  administer  it,  it  became  a  State 
Department  function  to  program  and  order  that  food.  It  still  was 
the  Army's  function  to  actually  handle  it,  because  the  State  Depart- 
ment turned  over  and  has  continued  to  turn  over  the  actual  procure- 
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ment  and  shipment  to  the  Army.    But,  so  far  as  the  fiscal  department 
is  concerned,  that  was  in  the  hands  of  the  State  Department. 

Unfortunately,  the  four-power  treaty  that  was  anticipated  did  not 
eventuate,  and  I  &m.  sure  if  we  had  all  realized  that  would  happen, 
or  would  not  happen,  we  would  not  have  made  that  change.  Certainly, 
speaking  for  myself,  I  think  it  would  have  been  better  if  that  had 
not  happened,  just  because  you  can  program  two  big  programs  together 
better  than  you  can  two  separate  programs.  Last  week  they  have  been 
meeting  in  London  to  tr}^  to  reach  an  agreemcTit  on  the  Austrian 
treaty.  I  do  not  know  whether  it  will  be  successful.  I  am  afraid  not. 
But  for  that  reason  the  Army  did  not  have,  for  a  year  or  a  year  and  a 
half,  responsibility  for  asking  you  for  funds.  So,  when  EGA  came 
along,  they  picked  up  the  State  Department  burden  for  that  purpose. 

ECA    AND    GARIOA    PROGRAMS    IN    GERMANY 

Mr.  Keefe.  Let  us  confine  the  picture  to  Germany.  You  still  have 
three  zones  of  occupation? 

Mr.  Draper.  Yes,  sir. 

Mr.  Keefe.  There  never  has  been  any  integration  of  those  three 
zones  as  3^et? 

Mr.  Draper.  There  has  been  of  two  of  the  zones. 

Mr.  Keefe.  I  said  of  the  three  zones. 

Mr.  Draper.  Yes,  sir. 

Mr.  Keefe.  Do  you  have  an  integration  or  working  arrangement  or 
contractual  arrangement  with  the  United  Kingdom? 

Mr.   Draper.  Yes,   sir. 

Mr.  Keefe.  But  none  with  France? 

Mr.  Draper.  That  is  correct. 

Mr.  Keefe.  Under  that  arrangement  with  Great  Britain,  if  you 
left  ECA  out  of  the  program  entirely  and  just  considered  the  appro- 
priation for  the  Army  that  is  here  contemplated,  we  are  called  upon  to 
absorb  a  large  portion  of  the  expense  that  would  otherwise  be 
attributed  to  Great  Britain? 

Mr.   Draper.  Yes,   sir. 

Mr.  Keefe.  But  we  are  assuming  that  expense  because  she  is 
maintaining  an  army  of  occupation  in  her  zone  of  occupation? 

Mr.  Draper.  That  is  correct. 

Mr.  Keefe.  And  we  have  discussed  all  that  situation  in  previous 
hearings? 

Mr.  Draper.  In  great  detail. 

Mr.  Keefe.  Now,  along  comes  ECA  in  this  pictm*e.  The  Army 
is  in  there  with  its  civilian  government  or  with  whatever  it  is  called? 

Air.  Draper.  It  is  called  a  military  government.  It  is  largely 
civilianized,  but  it  is  a  military  government. 

Mr.  Keefe.  And  are  cooperating  with  Great  Britain  in  the  zone 
of  occupation  assigned  to  the  United  Kingdom  or  Great  Britain,  and 
the  French  are  occupying  their  zone. 

Mr.  Draper.  Yes,  sir. 

Mr.  Keefe.  Now,  does  this  ECA  program  contemplate  relief 
and  reconstruction  to  all  three  zones? 

Mr.  Draper.  Someone  from  the  State  Department,  perhaps, 
should  answer  that.  I  can  say  I  understand  there  is  a  certain  amount 
of  assistance  for  the  French  zone  contemplated  in  ECA,  and  I  can  say 
further 
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Mr.  Keefe.  Well,  if  3^011  are  going  to  have  reconstruction 

Mr.  Draper.  You  have  to  have  it. 

Mr.  Keefe.  And  this  is  a  reconstruction  and  rehabilitation  pro- 
gram, not  merely  a  feeding  program;  so  that  the  whole  thing  wouhl 
have  to  be  considered,  necessarily,  as  one  integral  area.  Is  not  that 
true? 

Air.  Draper.  That  is  correct.  Discussions  are  going  on  in  London 
today  between  the  French,  British,  and  ourselves,  looking  toward  a 
further  integration.  I  do  not  anticipate,  from  what  I  have  heard, 
that  there  will  be  an  actual  merger  at  this  time,  but  we  will  have  a 
further  integration  of  the  economy  of  the  French  zone  with  the  British 
and  American  zones. 

Mr.  Keefe.  I  am  thinking  of  the  thing  in  terms  of  the  inclusion  of 
those  occupied  areas  of  Germany  which  we  have  been  referring  to 
within  the  ECA  program.  In  the  set-up  of  the  EGA  program,  the 
over-all  picture  is  developed  as  to  the  reconstruction  needs  along  with 
the  feeding  needs  and  everything  else  of  those  areas.  That  is  true, 
is  it  not? 

Mr.  Draper.  And  the  French  zone  has  been  taken  into  it  now. 

Mr.  Keefe.  So  EGA,  if  you  were  not  in  the  picture,  would  come 
before  this  committee  and  say:  "We  need  so  much  money  to  run  this 
show  and  to  provide  the  necessary  reconstruction  in  this  entire  area?" 

Mr.  Draper.  That  is  right. 

Mr.  Keefe.  In  the  over-all  picture  of  what  is  needed,  breaking  it 
down  as  to  all  the  various  categories  that  have  been  submitted  to 
this  committee? 

Mr.  Draper.  That  is  correct. 

consideration  of  garioa  program  in  computing  estimates 

FOR    ECA 

Mr.  Keefe.  Now,  then,  in  the  determination  of  how  much  money 
EGA  was  to  ask  of  this  committee,  they  took  into  consideration  the 
responsibility  of  GARIOA? 

Mr.  Draper.  Yes,  sir;  they  deducted  that. 

Mr.  Keefe.  In  connection  with  this  program? 

Mr.  Draper.  They  deducted  that  before  they  made  their  request 
to. you  for  what  is  needed. 

Mr.  Keefe.  Then  what  has  actually  happened,  as  I  understand  it, 
is  you  are  continuing  your  program  under  the  funds  made  available 
to  GARIOA  in  the  zones  of  occupation  which  is  apart  of  the  over-all 
necessities  as  originally  found  by  ECA. 

Mr.  Draper.  I  believe  you  have  stated  it  correctly. 

Mr.  Keefe.  And  EGA  will  make  up  the  deficit  tlu'ough  this  ap- 
propriation for  the  necessary  funds  to  complete  the  program  of 
reconstruction  and  feeding  that  is  contemplated  m  the  original  over-all 
set-up  of  EGA? 

Mr.  Draper.  I  believe  you  have  a  very  clear  picture  of  it;  yes,  sir. 

TOTAL  COST  OF  ECA  PROGRAM 

Mr.  Keefe.  So  that  people  who  may  read  this  record — and  if 
anybody  ever  does,  I  shall  be  somewhat  surprised — when  it  gets  into 
its  final  form;  assuming  anj^bodj^  did,  and  at  least  in  order  that  I  can 
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understand  it  as  a  member  of  this  committee — and  I  have  difficulty 
as  we  go  along  in  orienting  mvself  sometimes  to  all  of  these  things — 
we  were  then  told  that  EGA  was  going  to  cost  $5,222,000,000. 

Mr.  WiGGLESwoRTH.  $5,300,000^,000'. 

Mr.  Keefe.  Well,  we  got  credit  for  some  money  that  was  advanced, 
some  $50,000,000,  did  we  not? 

Mr.  NiTZE.  The  $5,222,000,000  was  after  deduction  of  administra- 
tive and  other  expenses  of  $70,000,000. 

Mr.  Keefe.  I  have  been  told  that  is  what  it  is  going  to  cost,  and 
the  people  I  represent  have  been  told  that  EGA  is  now  going  into 
Germany  and  they  have  included  EGA  in  Germany  by  taking  Ger- 
many into  the  program.  As  a  matter  of  fact,  though,  in  plain  English 
that  I  can  understand,  it  is  going  to  cost  a  total  of  $5,300,000,000, 
less  the  deduction,  plus  the  amount  that  is  herein  appropriated  for 
GARIOA  in  German3^     Is  not  that  true? 

Mr.  NiTZE.  That  is  true,  and  that  is  thoroughly  emphasized  in  all 
of  the  hearings  before  the  authorizmg  committees. 

Mr.  Draper.  The  fact  is  it  is  about  $6,000,000,000,  including  this 
and  including  Germany  and  the  other  16  countries.  I  believe  that 
has  been  made  clear.  Certainly  that  is  the  way  the  Army  has  pre- 
sented it. 

Mr.  Keefe.  I  want  to  get  it  clear. 

Mr.  NiTZE.  It  was  made  clear  in  the  original  proposal  of  the  execu- 
tive branch  to  Gongress,  made  clear  in  the  hearings  before  the  Senate, 
and  made  clear  to  the  House  Foreign  Affairs  Gonnnittee,  and  I  think 
it  is  included  in  the  reports  of  both  of  the  committees. 

Mr.  Keefe.  I  think  they  made  recommendations. 

Mr.  Draper.  I  thinlv  it  should  be  made  very  clear,  because  the 
country  shoidd  understand  fully  what  the  plan  is.  As  I  understand 
it,  the  5.3  billion  dollars  is  the  request  the  executive  departments  of 
the  Government  have  made  for  EGA  in  addition  to  the  amounts  con- 
templated for  GARIOA  administered  by  the  Army,  approximating 
$7,000,000  for  bizonal  Germany,  or  a  total  over-all  for  the  16  par- 
ticipating countries  and  western  Germany  of  approximately 
$6,000,000,000. 

Mr.  Keefe.  Is  that  for  the  15  months'  period? 

Mr.  Draper.  That  is  for  the  12  months'  period.  I  would  like  Mr. 
Nitze's  confirmation  for  the  record,  if  that  is  approximately  correct. 

Mr.  NiT^E.  That  is  correct. 

Mr.  VooRHEES.  The  only  qualification  of  that  is  that  the  Army 
figure  is  for  the  12  months'  period  beginning  July  1,  whereas  the  EGA 
year  is  for  the  12  months'  peiiod  beginning  April  1. 

Mr.  Keefe.  Then  what  we  are  concerned  with  here  in  this  present 
estimate  is,  for  fiscal  year  1949,  the  amount  that  GARIOA  needs  to 
carry  out  the  commitments  cooperatively  with  EGA  and,  tlu'ough  the 
supplemental  of  EGA  materials  that  go  in  there,  to  maintain  the  feed- 
ing, reconstruction,  and  development  of  the  German  people  and  their 
industries? 

Mr.  Draper.  That  is  correct. 

SUPPLY   of   calories   TO    GERMANY 

Mr.  Keefe.  Well,  I  read  in  the  record  this  morning  that  the  Senator 
from  Nebraska  had  offered  yesterday  in  the  Senate  a  proposal  that 
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we  guarantee  to  the  civilian  population  of  Germany  a  minimum  intake 
requirement  of  at  least  2,000  calories. 

Air.  Stefan.  You  are  referring  to  our  junior  Senator,  \lr.  Wherry? 
Mr.  Keefe.  Yes. 

Mr.  Draper.  Maybe  Mr.  Voorhees  could  comment  on  that  with 
respect  to  what  is  contemplated  in  this  program.  Certainly,  there 
has  been  no  guaranty.. 

Mr.  Voorhees.  If  you  will  turn  to  page  1154  in  the  justifications, 
there  is  a  very  brief  summary  of  the  proposed  caloric  feeding.  The 
GARI04  imports  are  estimated  to  provide  1,050  calories;  the  supple- 
mental funds  that  EGA  has  asked  for  will  provide  121  calar^es;  the 
indigenous  production  is  estimated  to  provide  1,050  calories,  makmg 
a  total  0x1  an  average  basis  of  2,221  calories. 

Now,  the  spread  between  the  average  consumer — this  is  the 
average  consumer — and  the  normal  consumer,  the  normal  consumer 
being  a  rather  euphonistic  impression  of  the  fellow  who  is  at  the  end 
of  the  line  and  gets  nothing  supplemental  at  all — about  30  percent  of 
the  rationed  population  do  not  get  any  extras — the  normal  consumer, 
on  that  basis,  would  get  1,921  calories. 

Mr.  Stefan.  Does  that  include  the  voluntary  food  packages  going 
in  there  that  supplement  this? 

Mr.  Voorhees.  No,  sir;  that  does  not  include  it. 
Mr.  Keefe.  That  is  just  the  available  calories  as  a  result  of  these 
two  programs? 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Draper.  Plus  the  production  in  Germany. 
Mr.  Keefe.  Plus  the  indigenous  production? 
Mr.  Draper.  Yes. 

Mr.  Keefe.  And,  if  that  goes  up,  the  rations  will  be  supplemented? 
Mr.  Draper.  Yes. 

Mr.  Voorhees.  I  think  it  should  be  said  that  this  only  includes  the 
rationed  population  and  does  not  include  farmers,  who  live  consider- 
ably better. 

\h\  Keefe.  I  understand.  Those  are  self -suppliers. 
Mr.  Voorhees.  Yes.  I  also  want  to  make  clear  that  there  is,  of 
com-se,  a  certain  amount  of  food  that  is  off  rationing.  They  have 
their  own  vegetable  gardens  and  this  and  that.  It  has  been  known 
that  there  have  been  some  foods  sold  on  the  black  market;  so  they 
got  some  additional  food  from  this  source.  Mr.  Stanley  Andrews, 
in  charge  of  food  over  there,  has  just  flown  in  from  Frankfm-t.  He 
got  in  last  night,  and  will  give  you  the  thing  in  more  detail,  Mr.  Keefe. 
Mr.  Keefe.  I  raised  the  question  only  because  in  reading  the  Record 
this  morning  I  ran  across  that  resolution,  and  it  would  seem  as  though 
the  projected  program  would  attain  the  minimum  set  up  in  the  pro- 
posed resolution,  assuming  it  should  by  any  chance  become  the  action 
of  the  Congress. 

Mr.  Voorhees.  We  will  have,  at  an  early  date,  a  very  authoi-itative 
report  on  what  the  nutritional  requirements  are.  We  are  sending 
over  a  mission  this  week  of  the  leading  experts  in  the  United  States 
on  nutrition.  This  mission  is  headed  by  the  new  Surgeon  General 
of  the  Public  Health  Service  and  will  bring  back  an  absolutely  autho- 
rita.tive  report  of  what  is  needed  nutritionally  to  supplement  their 
indigeneous  production. 
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Up  to  date  and  subject  to  whatever  the  Commission  may  report 
and  from  the  knowledge  gained  by  accompanying  the  Hoover  mission 
as  a  member  and  after  having  discussed  the  matter  with  Air.  Hoover 
and  other  experts,  the  estimate  of  the  need  is  a  minimum  of  2,000 
calories  for  the  normal  consumer. 

And  then  the  need  is  a  further  spread  between  the  normal  consumer 
and  the  average  consumer.  That  is  to  care  for  those  people  who  are 
going  to  work  hard  because  they  have  to  have  a  lot  more  calories. 
For  example,  a  coal  miner  has  got  to  have  4,000  calories,  and  similarly 
heavy  workers  have  got  to  have  a  greater  number  than  the  average 
of  2,000  calories,  otherwise  they  cannot  produce  results. 

FOOD    PRODUCTION    AND    DISTRIBUTION    IN    GERMANY 

The  Chairman.  You  are  showing  a  little  better  than  a  50  percent 
increase  in  dollar  supply.  I  had  assumed,  from  what  I  have  heard, 
that  the  crop  estimates  would  indicate  at  least  a  50-percent  increase 
in  indigenous  production.  The  normal  ration  last  year  was  somewhere 
around  1,400,  as  I  remember  it,  and  I  had  rather  assumed  that  the 
increase  would  be  more  than  a  50-percent  increase  in  the  ration. 

Mr.  Draper.  Could  I  ask  Colonel  Andrews,  who  just  came  in,  to 
comment  on  that  point? 

The  Chairman.  Yes.  I  am  just  giving  a  conclusion  that  I  have 
drawn,  although  I  have  nothing  to  base  it  on;  I  am  just  trying  to 
find  out  what  the  facts  are. 

INCREASE    IN    PRODUCTION    OF    INDIGENOUS    CROPS    IN    GERMANY 

Mr.  Draper.  I  would  like  to  ask  Colonel  Andrews  to  consider  the 
question  for  you  and  give  his  best  judgment,  first  as  to  the  comparison 
of  last  year's  indigenous  crop  with  the  next.  I  have  not  had  an 
opportunity  to  discuss  the  matter  with  him.  He  just  came  in,  and 
has  not  been  prompted  by  me  in  any  respect.  First  I  would  like  to 
have  him  give  you  a  comparison  of  last  year's  crop  with  the  coming 
one,  and  second,  to  comment  on  the  ration  situation  and  the  food 
situation  as  it  affects  the  population  today,  and  also  what  is  his  judg- 
ment as  to  the  results  if  this  program  can  be  successfully  carried  out. 

Colonel  Andrews.  May  I  say  that  the  estimated  increase  in  the 
production  available  for  the  ration  this  next  year,  Mr.  Chairman^  is 
about  31  percent  over  that  of  the  current  fiscal  year  from  indigenous 
foods. 

The  crop  this  year  is  undeniably  better  than  last  year.  The  infor- 
mation is  in  the  record  here,  and  the  figures  being  presented  would 
show  about  a  31  percent  over  last  year  available  for  the  ration.  In 
other  words,  we  will  have  that  much  more  stuff  that  can  go  into  the 
ration  than  we  have  had  in  this  past  year. 

It  is  always  a  little  bit  higher  than  what  the  Germans  themselves 
predict,  but  we  estimate  that  we  w^ill  be  able  to  collect  from  produc- 
tion for  ration  1,050  calories;  the  Germans  feel  that  1,012  is  all  that 
we  can  expect,  but  it  is  getting  down  to  a  pretty  fine  point  on  what 
they  believe  they  can  do. 

I  might  as  well  be  perfectly  frank  and  say  whether  we  get  the  1,050 
or  the  1,012,  or  900  for  the  ration  depends  a  whole  lot  on  the  amount 
of  stuff  we  ship  in,  because  if  you  have  a  thin  situation  the  pressure 
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is  on  the  population  to  go  out  and  grab  all  the  food  they  can  for  them- 
selves. 

And  I  am  almost  willing  to  say  that  if  you  are  able  to  get  an  import, 
say,  of  1,100  the  chances  are  very  good  that  we  will  get  1,050,  or  per- 
haps a  little  better,  out  of  the  farm  economy  to  go  on  the  ration. 

And,  this  sounds  a  little  bad,  but  we  might  as  well  belly  up  to  the 
bar  and  say  so,  that  if  we  import,  say,  900  the  facts  are  very  good  that 
we  will  never  collect  over  700  or  800,  for  the  simple  reason  that  when 
you  have  population  on  a  starvation  base  ration  they  are  going  out 
just  like  you  or  anybody  would  and  scrounge  aroimd  for  food,  in  the 
black  market  or  every  other  place  imaginable  to  get  what  they  want. 

I  can  give  you  a  case  in  point  to  illustrate  what  T  have  in  mind: 
When  T  was  here  the  last  time  you  gentlemen  heard  the  report  on 
sugar  that  has  been  bought  for  shipment  to  Germany.  Now  sugar 
was  almost  unobtainable  from  any  source  and  was  only  made  avail- 
able to  children  under  6  years  of  age;  they  were  the  only  ones  who  got 
the  sugar. 

When  the  sugar-beet  harvest  was  ready  last  year,  without  any  cut 
in  the  volume,  the  people  went  out  and  traded  what  they  could  for 
beets;  they  went  out  to  the  sugar-beet  fields,  carried  a  sack  on  their 
back,  and  would  steal  or  buy  or  in  any  way  they  could,  get  the  sugar 
beets,  and  took  them  to  their  homes  and  boiled  them  and  made  a 
sirup,  which  made  a  sweetness  for  their  use.  The  result  was  that  we 
did  not  actually  collect  the  amount  that  should  have  been  made  avail- 
able; in  fact,  I  think  we  failed  to  collect  at  least  35,000  tons  of  sugar 
beets  last  year. 

When  the  sugar  shipments  from  the  United  States  came  in  we  put 
sugar  on  a  ration  where  the  consumer  would  not  get  what  they 
normally  got,  not  half  of  what  they  would  like  to  have,  but  at  least  an 
amount  of  sugar  that  he  ought  to  have,  a  minimum  amount  of  1,500 
grams;  and,  to  be  perfectly  frank,  the  black  market  in  sugar  collapsed, 
and  went  right  down  to  nothing,  and  the  whole  picture  on  sugar 
changed.  The  simple  fact  was  that  the  consumer  got  enough  without 
having  to  go  out  into  the  black  market. 

It  is  the  same  way  with  bread,  potatoes,  or  anything  else;  when 
they  get  enough  to  provide  them  with  a  diet  at  a  reasonable  level, 
and  when  there  is  not  too  much  hunger,  they  are  not  so  ready  to  take  a 
chance  in  the  black  market  and  give  their  overcoat,  jewelry,  or  what- 
ever they  may  have  for  those  articles. 

So  I  say  again  that  what  we  can  do  on  rations  will  be  determined, 
this  coming  year,  very  largely  to  what  we  ship  in. 

Now,  that  may  not  sound  so  good;  we  may  feel  like  saying  to  these 
people  that  they  do  not  deserve  any  help ;  that  they  ought  to  go  hun- 
gry if  they  do  not  help  us  collect  the  food;  but  the  fact  is,  that  is  the 
way  the  thing  works. 

That  is  a  sort  of  preliminary  statement,  Mr.  Chairman,  and  I  do 
not  know  how  far  you  would  like  me  to  go  in  discussing  this  matter 
at  the  present  time,  or  whether  you  w^ant  me  to  take  up  the  whole 
subject  now  or  not. 

I  can  discuss  this  tomorrow  if  you  want  me  to. 

The  Chairman,  ^^hy  not  finish  with  your  presentation  now? 

Colonel  Andrews.  If  you  wish,  I  will  be  glad  to  continue. 

The  Chairman.  I  think  you  might  as  well  finish  now.  since  you 
have  started. 
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RATIONING    SITUATION    IN    GERMANY 


Colonel  Andrews.  In  respect  to  rationing  this  past  year,  up  until 
recently,  as  you  have  said,  it  has  run  about  1,400  calories  of  ration 
stuff.  Since  February  we  went  down  almost  to  a  so-called  penalty 
situation,  down  as  low  as  1,100  calories  for  the  normal  consumption. 
Wlien  I  was  here  in  February — since  that  time  we  have  been  building 
it  up  until  it  has  gotten  up  to  about  1,590  to  1,600;  but  in  the  penalty 
window  we  are  still  down  to  around  1,400,  in  the  general  food  situation. 

Mr.  Draper.  You  might  explain  that  a  little  more  fully. 

Colonel  Andrews.  I  will  try  to  make  that  story  as  short  as  possible. 

Under  the  present  situation  over  there  the  German  States  and 
officials  of  the  States  are  responsible  for  all  of  the  food,  and  we  simply 
say  to  the  German  State:  "You  have  within  your  borders  here  X 
amount  of  potatoes,  X  amount  of  wheat,  and  X  amount  of  stuff,  and 
you  should  collect  X  amount,  and  the  imports  which  we  control  as 
the  military  government  will  be  based  upon  your  performance  of  the 
X  collections," 

Now  there  were  four  States,  Rhine- Westphalia,  Bavaria,  Lower 
Saxony,  and  Hesse  which  we  thought  had,  to  some  extent,  dissipated 
some  of  their  foodstuffs  last  year  and  ate  them  probably  when  they 
should  have  saved  them;  but,  lilve  the  grasshopper,  they  ate  what 
they  had  and  had  a  tough  time.  We  authorized  the  base  of  imports 
into  those  States  at  what  they  should  have  been  collecting,  and  the 
result  was  that  the  bread  ration  in  those  States  now  is  lower  than 
normal.  In  other  words,  instead  of  10,000-gram  ration  now  in  West- 
phalia, it  is  down  pretty  close  to  7,500  bread  ration;  and  as  far  as 
we  are  concerned,  they  had  eaten  their  ration  at  a  greater  rate  than 
they  should,  and  now  they  do  not  have  it. 

So  what  we  are  trying  to  do  now  is  deal  with  a  situation  where 
they  are  raising  serious  complaints  to  make  us  raise  the  ration,  but 
we  do  not  have  the  stuff  to  give  them. 

This  just  gives  you  a  picture  of  the  general  food  situation  over 
there.  Generally  it  is  better;  we  have  increased  this  ration  both  in 
quantity  and  in  variety,  using  the  appropriation  that  was  made 
available  and  the  stuff  that  came  from  the  United  States,  dried  fruits, 
and  some  fats. 

When  I  was  here  the  last  time  we  were  talking  about  5.5  grams  of 
fats  per  person  per  day,  which  is  about  as  little  as  possible,  and  we 
hope  to  do  that  tlirough  the  purchase  of  fats,  using  the  money  we 
had,  and  we  have  raised  it  to  about  400  grams,  and  if  the  effort  goes 
through  on  hogs,  with  the  present  prospect  we  have  got,  we  hope  it 
can  be  raised  to  at  least  600  grams. 

And  in  the  case  of  fats,  that  is  one  thing  that  a  man  will  almost 
give  his  last  possession  for.  And  if  we  get  it  raised  to  that  level,  it  will 
be  back  to  about  one-third  of  what  they  had  before  the  war.  But, 
again,  it  will  take  the  pressure  off  the  black-market  activities,  it  will 
take  the  pressure  off  the  fellow  wanting  to  go  out  and  get  in  some  way 
a  little  fat  that  he  can  use.  We  will  likewise  be  able  to  collect  more 
of  the  milk,  the  butter,  and  the  pigs,  and  things  of  that  kind. 

I  do  not  want  to  go  into  this  in  too  much  detail,  and  if  you  gentle- 
men will  ask  me  whatever  you  may  have  in  mind  I  will  try  to  explain 
it  as  best  I  can. 
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PROSPECTS  FOR  CROPS  IN  COMING  YEAK 

With  respect  to  the  crop  for  this  coming  year,  as  I  said,  it  will  depend 
in  large  measure  on  what  we  do  here. 

This  whole  program,  which  has  been  outlined  here  and  has  been 
put  on  the  books,  is  divided  into  two  parts  in  our  thinking  over  tliere; 
one — and  I  do  not  like  to  consider  it  as  a  prison  program,  instead 
of  a  recovery  program,  but  the  facts  are  that  the  German  people  for 
the  past  V/t  years — we  have  had  to  feed  some  45,000,000  on  just  about 
prison  diet  of  bread  and  potatoes,  and  that  is  about  all;  it  is  just 
about  enough  to  keep  them  alive,  but  it  has  not  been  enough  to  get 
any  real  production  out  of  the  population. 

ANTICIPATION    OF   INCREASE    IN    CALORIES    FOR    GERMANS    THROUGH    ECA    PROGRAM 

Under  the  ECA  side  of  this  thing,  being  the  recovery  angle  of  it, 
we  are  more  hopeful  that  not  only  the  nmnber  of  calories  but  the 
type  of  food  would  be  increased,  even  though  the  calory  is  not  very 
much  higher.  That  is  perfectly  legitimate,  for  the  simple  reason  that 
even  though  the  food  is  a  more  expensive  food,  it  merely  tones  up 
what  the  people  would  like  to  eat.  You  can  live  if  you  have  to  live 
on  bread  and  potatoes,  but  we  surely  do  not  like  it.  If  you  have  a 
little  butter  and  a  little  salt  and  maybe  a  little  fat  and  maybe  a  little 
meat  it  makes  for  a  better  psychology,  if  you  want  to  call  it  that, 
in  the  people  who  are  having  to  live  on  these  diets,  and  it  makes  for 
more  enjoyment. 

IMPORTANCE  OF  FOOD  TO  GERMAN  PRODUCTION 

Now  the  Germans — and  I  do  not  know  who  is  to  blame  for  it — are 
big  eaters.  They  always  have  been;  they  have  always  eaten  well;  and 
in  spite  of  the  fact  we  might  say  that  they  do  not  deserve  it  and  should 
fiot  be  eating  well,  that  does  not  change  the  fact  that  if  you  can  give 
them  a  little  meat,  possibly  they  are  more  willing  to  work,  knowing 
that  they  have  received  something,  even  though  they  know  continually 
that  they  do  not  have  all  they  want. 

Air.  Chairman,  I  have  a  lot  of  papers  and  a  lot  of  statistics  and 
figm-es  resulting  from  the  surveys  that  we  have  made,  showing  what 
they  would  like  to  have  in  response  to  questions  of  what  do  they  want. 
In  every  instance  the  answer  is  ''food";  not  silk  hose,  or  something  of 
that  kind,  but  food.  You  can  ask  the  miner's  wife  or  you  can  ask  the 
wife  of  the  man  in  industry  or  you  can  ask  anybody  what  they  want, 
and  the  answer  comes  back  every  time  "food." 

I  have  got  statistics  on  raihoads,  on  transportation,  and  every- 
thing, indicating  that  as  the  ration  allowance  goes  up,  if  it  goes  up  to 
any  substantial  amount,  the  graph  shows  that  the  production  goes  up 
a  considerable  amount.  And  as  the  ration  goes  upi,  the  absenteeism 
goes  down. 

I  am  not  here  to  take  credit  for  the  food  side  for  this  increase  in 
industrial  activity  of  Colonel  Wilkinson's  organization.  General 
Draper,  but  I  think  if  you  will  ask  the  German  people,  and  if  you  will 
ask  those  in  industry  over  there,  they  will  tell  you  that  food  has 
played  a  large  part  in  that  result  and,  on  top  of  that,  there  that  is  no 
single  influence  that  will  result  in  increased  activity  like  more  food. 
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Just  to  give  you  an  example  of  this  food  situation,  in  talking  about 
the  incentive,  and  in  talking  about  stepping  up  production:  There  is 
not  enough  food  to  go  around;  there  is  not  enough  food  to  give  to  the 
fellow  who  is  working  hard  a  decent  amount  of  stuff  for  him  to  eat 
and  still  let  his  wife  and  kids  and  other  people  eat  enough.  We  have 
a  ration,  special  ration,  for  German  labor,  and  for  laboring  people, 
worked  out  with  the  German  Food  Administrator,  for  supplementing 
our  special  steps;  we  even  have  special  ration  judges  who  try  black- 
market  eases;  if  you  add  on  just  a  little  fat  when  he  is  trying  a  black 
market  he  might  be  a  little  harder — and  that  may  sound  funny,  but 
it  is  a  pretty  serious  thing  when  you  have  to  deal  with  it,  so  we  have 
special  rations  for  practically  everything. 

And  Mr.  Wilkinson  and  his  group  got  up  a  program  of  bonuses; 
they  gave  a  bonus  for  industrial  outfits.  And  the  owner  of  the  factory 
producing  stuff  for  export  would  get  5  percent  of  the  dollar  credit; 
and  the  laboring  people  would  get  5  percent  of  the  dollar  credit,  and 
they  can  spend  that  5  percent  for  anything  they  wish — they  can  buy 
silk  stockings,  negligees,  or  anything  they  want,  but  the  laboring  people 
in  every  instance  have  come  around  and  said,  "We  want  food." 

The  first  thing  they  are  buying  is  food,  with  their  own  money;  and 
90  percent  of  them,  when  asked  what  they  want  to  spend  their  own 
money  for  will  tell  you  food. 

And  this  is  another  illustration — and  I  do  not  know  if  Colonel 
Wilkinson  knows  about  this  or  not — but  we  have  over  there  a  ship- 
yard at  Bremen  and  at  Hamburg,  with  a  lot  of  plants.  These  ship- 
yards have  workers  in  them  who  have  been  repairing  ships  and 
have  been  repairing  the  fishing  fleet  that  we  have.  They  repair  ships — 
for  instance,  if  the  English  have  a  ship  that  needs  repairing,  it  can  go 
into  that  yard  and  it  is  repaired.  But  when  they  work  on  American 
ships  they  are  paid  in  dollars — and  that  is  export  again;  in  other 
words,  you  are  exporting  repairs. 

And  under  this  bonus-B  outfit  plan,  about  3  or  4  months  ago,  i't 
was  noised  about  that  these  exports  shipyards  were  giving  a  5-percent 
bonus  in  dollars,  which  the  workers  could  spend  for  food.  The  result 
was  that  the  ship-repair  program  on  the  export  side  started  from  a 
very  small  percentage  and  jumped  30  or  40  percent,  and  our  yards 
generally  dropped;  the  ships  which  are  repaired,  the  indigenous  ships 
in  the  fleet,  our  fishing  fleet,  just  went  out  of  business. 

The  point  I  am  making  is  that  the  pressure  of  food,  the  prospect  of 
getthig  food,  pulled  people  right  out  of  one  industry  into  another. 
It  is  a  little  difficult  sometimes,  to  dea]  with  a  situation  like  that, 
and  our  fishing  fleet  is  in  a  bad  way  right  now.  But  the  only  thing 
I  am  trying  to  impress  upon  you  is  that  food  is  the  thing  that  is  going 
to  help,  and  the  thing  which  they  must  have  in  order  to  get  the  ma- 
chine over  there  really  going. 

I  have  some  charts  and  statistics  here,  Air.  Chairman — ^and  I  am 
not  going  to  pull  them  out — showing  the  eft'ect  on  coal  production.  I 
believe  I  showed  those  charts  to  the  committee  when  I  was  here 
before.  But  we  started  out  on  one  program,  using  these  CARE 
packages  as  an  incentive  to  increase  production.  It  got  up  as  high 
as  300,000  by  means  of  this  incentive.  We  will  have  to  admit  that 
afterward  it  has  fallen  down  a  bit  over  what  it  was  when  the  program 
started,  but  it  never  dropped  back  as  far  as  it  did,  when  we  used  the 
incentive. 
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The  point  I  am  trying  to  make  is  that  food  is  a  terrific  incentive,  not 
only  in  getting  an  extraordinary  efFoi-t  hut  also  that  it  makes  people 
really  get  the  work  done. 

Let  us  take  the  International  Harvester  Co.,  for  instance;  they  have 
a  branch  over  near  Dusseldoi-f.  managed  by  a  fellow  American  as  their 
representative  over  there,  and  they  have  German  workers  in  that 
outfit.  He  said  he  could  not  have  gotten  the  people  down  there  at  his 
place  unless  he  had  had  the  food,  and  that  he  shipped  in  from  the 
United  States  to  the  Intel-national  Harvester  unit  and  distributed  food 
among  the  employees  right  there. 

In  our  office  we  have  40  or  50  clerks  who  are  getting  the  normal  con- 
sumer ration,  built  up  to  1,200  calories  a  day,  and  yet  we  are  taking 
money  out  of  our  own  pockets,  and  the  employers  are  buying  CARE 
packages  and  distributing  them  among  the  people  to  get  real  work 
done,  because  they  cannot  do  the  work  if  they  do  not  have  the  food. 

Of  course,  in  statistical  work,  they  try  to  get  that  done;  but  if  a 
man  has  a  heavy  piece  of  work  to  do  and  gets  hungry,  he  just  does  not 
do  it. 

And  as  regards  this  system,  Mr.  Voorhes  is  contributing  10  CARE 
packages  which  we  are  using  to  distribute  among  our  employees. 
And  if  you  will  go  out  among  the  German  people,  tlu>  people  who  are 
working  in  industry  or  in  agriculture,  they  can  tell  you  that  the  thing- 
is  worth  while. 

SHORTAGE    OF    MEAT    IN    GERMANY 

We  have  some  figures  in  here  which  have  to  do  with  the  meat 
program.  And  I  am  going  to  say,  and  I  might  as  well  say  it  frankly, 
that  the  program  we  have  set  up  here  for  the  amount  that  is  to  come 
out  of  the  indigenous  meat  of  Germany  is  just  not  there.  It  is  too 
high.     We  cannot  reach  it,  for  the  simple  reason  that  they  cannot 

The  Chairman.  Why  is  that?  What  is  the  status  of  the  animal 
population  in  Germany  currently  as  compared  with  prewar? 

Colonel  Andrews.  This  area,  at  the  present  time,  in  terms  of 
animals 

The  Chairman.  A^'liat  do  you  mean  by  "this  area"? 

Colonel  Andrews.  The  west  bizone;  the  bizonal  area,  in  terms  of 
animal  units,  is  3,000,000  under  prewar. 

The  Chairman.  Three  million? 

Colonel  Andrews.  Yes. 

The  Chairman.  And  how  much  is  that? 

Colonel  Andrews.  If  you  take  it  by  animals:  Hogs  are  not  about 
40  percent;  cattle  about  85  percent  of  prewar;  sheep  are  up  a  little; 
horses  are  just  about  even  with  prewar. 

The  Chairman.  Cattle  are  about  85  percent? 

Colonel  Andrews.  Yes. 

The  Chairman.  And  horses  are  about  even? 

Colonel  Andrews.  Yes. 

The  Chairman.  And  sheep  are  about  what? 

Colonel  Andrews.  Sheep  are  just  about  even. 

The  Chairman.  What  about  hogs? 

Colonel  Andrews.  Hogs  are  down;  the  hog  population  is  at  the 
lowest  level  it  has  been  in  12  years  in  Germany.  As  a  matter  of  fact, 
it  is  at  a  lower  level  than  they  have  ever  had. 

The  Chairman.  Is  that  due  to  the  feed  situation? 
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Colonel  Andrews.  Because  of  feed. 

The  Chairman.  That  trouble  could  be  removed  if  they  have  the 
feed? 

Colonel  Andrews.  Yes;  if  they  had  the  feed  we  would  like  to  breed 
some  sows  tomorrow.  One  of  the  things  we  are  talking  about  now  is 
to  try  to  find  some  way  out  of  the  existing  situation  which  will  permit, 
tlu"ough  the  ECA  or  GARIOA,  to  get  some  forage  for  hogs,  because 
there  is  no  way  on  earth  that  the  present  cattle  population  and  the 
present  hog  population  can  produce  400  grams  of  meat,  the  normal 
consumption  per  person  in  the  year — as  a  matter  of  fact,  we  cannot 
get  to  200  grams,  in  our  best  judgment — but  if  we  did  have  some  forage 
to  feed  some  hogs  that  offers  the  cheapest  way,  because  we  cannot 
afford  to  buy  meat,  and  we  have  a  program  over  here  now  to  purchase 
some  forage  which  will  enable  us  to  produce  about  80,000  tons  of 
pork  and  about  30,000  tons  of  lard  out  of  about  a  million  hogs,  and 
to  control  the  feeding  and  skinning  arbitrarily,  if  we  can  get  hold  of 
the  forage,  pick  out  the  farmers  and  furnish  them  so  many  hogs  and 
maintain  the  hogs,  and  in  that  way  control  the  operation.  At  the 
present  time  it  is  a  fact  that  many  of  the  hogs  are  being  killed  by  the 
farmers  themselves.  Some  of  them  are  going  into  the  black  market — 
again  we  might  as  well  face  the  facts,  although  we  do  not  like  it — 
if  they  want  to  take  advantage  of  that  outlet  to  find  more  income  and 
to  secure  other  articles. 

Mr.  Stefan.  What  do  they  get  for  the  meat? 

Colonel  Andrews.  The  official  price  is  fairly  low. 

Mr.  Stefan.  I  mean  in  the  black  market  what  is  he  paying  for; 
what  is  th3  most  prominent  article  that  the  farmer  wants? 

SHORTAGE    OF    BINDER    TWINE    IN    GERMANY 

Colonel  Andrews.  Just  as  of  this  hour,  binder  twine,  horseshoe 
nails,  and  horseshoes  are  the  most  precious  things  you  can  offer  a 
farmer. 

Mr.  Stefan.  You  say  binder  twine  is  one  of  the  articles? 

Colonel  Andrews.  Yes;  because  we  have  got  a  big  crop  over  there 
and  everybody  wants  to  have  binder  twine. 

Mr.  Stefan.  Have  you  checked  up  with  the  Army?  I  understand 
the  Army  has  some  2,000,000  pounds  of  binder  twine  made  in  Mexico, 
in  the  hands  of  the  CCC  or  someone  in  Agriculture. 

Colonel  Andrews.  We  are  hoping  to  get  it. 

Mr.  Stefan.  I  think  some  of  it  is  to  be  shipped  to  Japan  to  be  made 
into  rope  which  they  need  aboard  ship,  but  it  is  already  made  up  as 
binder  twme. 

Mr.  Draper.  There  is  a  block  of  binder  twine  which  the  War 
Assets  Corporation  has,  for  which  we  have  been  negotiating,  and  there 
is  a  letter  back  in  my  office  now  waiting  my  signature. 

Mr.  Stefan.  I  understand  the  American  farmers  do  not  want  this 
twine. 

Colonel  Andrews.  That  is  right. 

Mr.  Stefan.  And  I  understand  some  of  it  is  being  shipped  to  Japan 
because  there  is  a  shortage  of  rope  because  they  cannot  get  abaca. 

Mr.  Draper.  That  is  correct. 

Mr.  Stefan.  And  as  I  understand  there  is  something  like  2,000,000 
pounds  of  that  binder  twine  already  made  up  and  in  the  hands  of 
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somebody  over  in  Agriculture.  If  that  is  a  big  incentive  1  would  like 
to  see  you  get  it  right  away. 

Mr.  Draper.  Our  first  request  to  ECA  was  for  binder  twine,  and 
as  I  say,  there  is  a  letter  in  the  office  awaiting  my  signature  now. 

Colonel  Blumenfeld.  It  is  bizone's  top  priority  item  in  the  initial 
ECA  request. 

Colonel  Andrews.  We  have  not  had  any  as  yet,  but  I  hope  we  can. 

Mr.  Draper.  I  am  signing  a  letter  today  saying  that  the  binder 
twine  will  be  paid  for  as  soon  as  we  get  some  money,  and  I  under- 
stand War  Assets  is  ready  to  make  the  deal. 

Mr.  Stefan.  They  can  get  a  reasonable  price  for  something  that 
nobodv  here  seems  to  want. 

Mr.'VooRHEES.  The  War  Assets  Administration  is  willing  to  let  us 
have  it  upon,  the  assurance  that  we  will  pay  for  it  if  as  and  when  the 
money  is  made  available;  this  is  the  best  offer  they  can  get,  and  the 
shipments  are  being  made  without  delay  on  that  kind  of  assurance. 

Mr.  Stefan.  They  also  want  horseshoe  nails  and  hoiseshoes? 

Colonel  Andrews.  Yes. 

Mr,  Stefan.  Are  any  available? 

Colonel  Andrews.  I  do  not  know  that  I  have  the  answer  to  that; 
but,  like  binder  twine,  they  know  that  we  have  a  big  crop  coming,  and 
if  we  do  not  have  the  binder  twine  we  will  not  be  able  to  collect. 

The  point  I  am  trying  to  make  is  that  if  they  do  not  have  the  binder 
twine  it  oft'ers  an  opportunity  for  black  market  transactions.  For 
instance,  for  an  article  that  would  bring  three  reichsmarks  per  kilo- 
gram, on  the  black  market  it  runs  from  50  to  80  reichsmarks  per  kilo- 
gram. For  instance,  I  have  been  out  in  the  rural  section — was  out  just 
last  week — and  saw  a  farmer  planting  potatoes;  he  had  a  little  potato- 
planting  outfit,  a  little  two-wheel  affair  with  a  rotor  on  the  end  that 
skuffed  out  a  hole  into  which  his  wife  could  drop  a  potato. 

Mr.  Stefan.  Have  they  started  to  cut  the  potatoes  up  rather  than 
planting  the  whole  potato? 

Colonel  Andrews.  Yes;  they  are  cutting  the  potatoes  up.  I  saw 
this  was  a  new  planting  machine  and  I  asked  the  farmer  where  he  got 
it,  and  he  said  he  had  bought  it.  This  was  the  type  of  machine  that 
used  to  be  made  in  the  French  zone.  I  asked  him  what  he  paid  for  it 
and  he  said  that  the  market  price  of  that  machine  was  80  reichsmarks. 

I  said  I  know,  but  what  did  you  pay  for  it?  And  he  kicked  a  clod 
of  dirt  around  aw^hile  and  acted  like  he  did  not  want  to  say.  I  told 
him  I  just  came  out  to  look  around,  and  that  I  am  just  another  farmer 
myself,  and  just  as  man  to  man  I  would  like  to  know  what  he  paid  for 
the  machine. 

He  said  he  paid  600  reichsmarks.  I  said  ' '  Yes ;  is  that  all" ?  Well,  he 
stalked  around  for  a  bit  and  made  a  lot  of  effort  to  evade  the  question, 
but  finally  said  that  he  paid  600  reichsmarks,  two  sacks  of  potatoes, 
two  kilos  of  butterfat,  and  a  ham. 

Mr.  Stefan.  Well,  our  farmers  here  are  up  against  the  same  thing 
w^hen  they  try  to  get  agricultural  machinery;  they  cannot  get  it,  but 
they  can  go  into  tha  black  market  and  by  paying  a  high  price,  they 
can  get  machinery.    So  they  are  up  against  about  the  same  thing  here. 

Colonel  ..\ndrews.  That  just  illustrates  again  what  the  farmers  are 
up  against. 
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Mr.  Chairman,  I  have  been  rather  rambhng  along  and  I  would 
rather  have  you  gentlemen  ask  me  questions  than  just  to  continue  to 
talk  about  some  of  the  problems  that  come  to  mind,  because  we  can 
sit  here  and  talk  about  these  problems  for  days  with  illustrations 
like  that. 

AGRICULTURAL  PRODUCTION  IN  GERMANY 

With  reference  to  agricultural  production,  from  the  standpoint  of 
putting  the  stuff  out  on  the  land,  the  program  is  about  90  percent — 
that  is,  we  have  got  about  90  percent  of  the  land  capacity  in  Germany — 
90  to  95  percent  on  the  land,  in  terms  of  production,  in  operation. 
But  we  are  not  getting  the  returns.  It  is  just  like  Colonel  Wilkinson 
and  his  group  has  indicated;  we  are  not  getting  the  benefit  of  the  full 
capacity  of  the  land  just  as  they  are  not  out  of  the  industrial  plants, 
and  the  reasons  for  this  loss  of  production  are  many:  One  of  them  is 
that  they  had  a  period  in  Germany  before  and  during  the  war  when 
fertilizers  were  seriously  deficient,  when  they  did  not  have  fertilizer 
to  put  on  the  land. 

Since  the  war  we  have  had  about  10  percent,  and  I  think  we  might 
go  a  little  above  10  percent  of  what  was  needed  in  1946  and  we  hope 
it  will  come  to  about  50  percent  of  what  was  needed  in  1947.  We 
have  considerable  money  for  that,,  but  all  of  these  years  they  have  been 
without  fertilizer  and  the  nutrients  in  the  ground  have  been  going 
down  so  that  it  just  takes  an  enormous  amount  of  fertilizer  to  build 
the  land  back. 

Another  factor,  which  may  not  sound  very  big,  but  which  is  of 
tremendous  importance,  is  the  fact  that  there  has  been  no  protein 
feed,  or  things  of  that  kind,  in  Germany;  there  has  been  practically 
none  of  the  cottonseed  meal  or  soybean  meal,  and  things  of  that  kind, 
and  with  them,  the  manure  is  much  better  when  animals  are  fed  such 
materials. 

That  has  had  a  tremendous  influence  upon  the  productivity,  and 
when  the  fertilizer  report  which  has  been  mentioned  is  in,  I  think  it 
will  be  pointed  out  very  definitely  that  they  have  got  to  have  fertilizer. 
That  is  No.  1.  Then  you  have  got  to  have  the  feed  before  you  can 
ever  get  the  benefit  of  that  source  of  fertilizer. 

Generallj^  speaking  I  think  this  program  as  outlined,  if  we  can  get 
the  money  and  are  able  to  spend  it  wisely  for  food,  it  will  mean  a 
recovery  rather  than  a  loss. 

For  instance,  the  high-cost  foods  I  think  are  something  we  hate 
to  see,  but  on  the  other  hand  the  dollars  being  spent  in  Italy  for  foods 
and  vegetables  help  supply  a  need.  For  instance,  take  the  ERP, 
with  a  dollar  put  down  in  Italy,  for  each  $1  meaus  $2  there. 

And  another  thing,  it  gives  these  people  who  want  lemons,  for 
instance,  something  they  would  not  otherwise  have.  The  other  day 
when  this  program  first  came  through  we  bought  7,500  tons  of  lemons; 
10,000  tons  of  what  we  call  fruit  pulp,  and  30  tons  of  tomato  puree, 
and  what  happens  is  that  the  lemon  is  something  which  the  German 
prizes  about  as  high  as  he  does  anything  he  can  get. 

We  placed  a  limit  of  one  lemon  to  each  person,  and  we  have  dis- 
tributed those  7,500  tons  of  lemons  to  the  different  zones,  and  they 
have  been  distributed  all  over  the  zones,  and  the  fact  is  that  everyone 
in  practically  every  village,  in  every  store  in  every  town  where  there 
was  one  brought  their  children,  and  the  psychological  effect  of  that 
thing  was  terrific. 
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Mr.  Draper.  How  long  has  it  been  since  they  have  seen  any 
lemons  there? 

Colonel  Andrews.  Some  of  these  children  who  were  boi-n  (>  or  8 
years  ago  had  never  seen  a  lemon. 

Mr.  Stefan.  As  a  mater  of  fact  they  did  not  have  any  citrus  fniit, 
back  in  the  thirties,  during  Ilitlei-'s  regime;  even  before  the  war  they 
could  not  buy  lemons. 

Colonel  Andrews.  There  were  children  there  8  or  9  years  of  age 
who  had  never  seen  a  lemon. 

Then,  3'ou  might  ask  what  about  this  tomato  pin-ee;  why  buy 
something  that  costs  $280  a  ton  and  try  to  distribute  it?  ^^'ell,  it 
goes  into  fish  sauce.  You  can  take  the  fish,  and  when  they  get  a  little 
old,  they  cut  them  up  and  put  them  into  cans  and  market  them; 
the  same  thing  is  true;  3'ou  can  U\ke  the  canned  tomato  puree  and  make 
it  up  into  a  sauce.  We  are  speaking  of  the  things  now  that  the  Ger- 
mans do  not  have. 

And,  this  30  tons  of  tomato  puree  will  go  into  the  production  of 
tomato  sauce  which  just  adds  a  little  umph  to  the  meal. 

There  is  no  such  thing  as  jam  over  there  to  go  with  the  bread. 
Last  year,  one  of  the  first  apple  years,  we  had  apples  but  no  sugar  at 
the  time  for  the  jam. 

For  this  year  we  have  got  sugar  down  for  an  increase  in  the  ration 
to  permit  some  production  of  jam,  during  the  next  few  months.  The 
only  point  I  am  making  is  the  fact  that  what  w^e  will  ask  for  probably 
will  be  oiiset  from  the  sugar  ration  but  it  will  give  them  a  little  jam 
and  it  might  change  the  sugar  build-up  in  the  ration. 

CEREALS     IN     GERMANY 

Coming  back  to  the  general  cereals  situation,  I  think  it  is  getting 
much  better.  I  think,  General  Draper,  that  we  are  going  to  have  to 
face  up  to  the  fact  and  determine  this  year  that  for  Germany  we  are 
going  to  have  to  ship  in  cereals  and  grow  the  meat  and  the  fats  over 
there. 

There  is  no  way  on  earth  by  which  we  can  justify  importing  the 
meats  on  a  large  scale,  beyond  possibly  800  or  900  thousand  tons 
when  we  can  grow  it  over  there,  feed  the  animals,  if  we  can  get  the 
forage;  it  will  permit  of  quicker  production  not  only  of  meat  but  of 
fats. 

Mr.  Draper.  What  effect  does  the  95  percent  extraction  of  the 
wheat  end  plan  have  on  the  fodder  situation? 

Colonel  Andrews.  It  takes  out — by  reducing  the  extraction  rate  to 
85  percent — we  get  500,000  tons  of  brand  and  offal.  The  brand  and 
offal  we  can  control  through  the  meal  and  cereals,  and  use  the  fellow 
who  has  got  to  feed  cows  to  take  the  cows  and  turn  it  into  milk.  But, 
I  do  not  know  whether  the  tune  is  ripe  or  not;  I  do  not  know  whether 
we  can  reduce  the  extraction  rate  to  85  percent.  We  have  been  at 
95  percent,  and  from  95  to  93,  and  92  to  87,  but  if  you  reduce  the 
rate  to  85  percent  you  will  get  500,000  tons  of  stock  feed. 

PROSPECTS  for  wheat  PRODUCTION  IN  GERMANY  DURING  CURRENT  YEAR 

The  Chairman.  What  do  you  feel  is  going  to  be  the  wheat  produc- 
tion in  Germany  this  year? 
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Colonel  Andrews.  I  am  going  to  have  to  get  my  figures  to  check 
on  that.  I  would  like  to  refer  to  them  a  moment,  because  I  have  a 
complete  set  of  figures  here. 

I  can  say,  however,  that  it  is  going  to  be  as  good  as  it  was  in  the 
prewar  years,  and  better  than  in  the  years  since — or  as  good  as  in 
prewar  years. 

The  Chairman.  The  prewar  production  of  bread  grain  was  given 
to  us  as  10,592,000  tons. 

Mr.  Draper.  Was  that  for  all  Germany  or  was  that  for  the  bizone? 

The  Chairman.  I  thought  that  was  for  the  bizone. 

Colonel  Blumenfeld.  It  was  western  Germany  (bizone,  French 
zone  and  the  Saar)  I  believe. 

The  Chairman.  The  estimated  production  in  1948-49  has  been 
given  as  7,946,000  tons. 

Colonel  Andrews.  Yes. 

The  Chairman.  Wliich  figure  seems  to  be  getting  up  as  high  as 
prewar. 

Colonel  Andrews.  Let  me  get  myself  correct  on  that.  The  con- 
dition of  the  crop,  as  such,  looks  as  good  as  anything  prewar.  We 
do  not  have  the  yield  per  acre. 

The  Chairman.  You  figure  that  it  would  be  better  than  last  year 
or  the  year  before? 

Colonel  Andrews.  Total  production;  yes. 

The  Chairman.  Thirty  percent  would  look  a  little  too  strong.  It 
would  be  somewhere  between  15  percent  and  25  percent? 

Colonel  Andrews.  Yes,  barring  trouble;  barring  a  drought  or  a 
wind  storm  or  something  like  that  that  would  destroy  it. 

The  Chairman.  They  do  not  have  any  corn  to  speak  of? 

Colonel  Andrews.  No. 

The  Chairman.  They  do  not  know  enough  to  cut  it  down  to  get 
the  benefit  of  it. 

Colonel  Andrews.  They  grow  it  only  for  forage  over  there. 

The  Chairman.  And  they  do  not  handle  it  to  advantage? 

Colonel  Andrews.  That  is  right. 

The  Chairman.  I  know  enough  about  that. 

Colonel  Andrews.  There  is  very  little  of  it  grown,  and  it  is  mostly 
in  patches.     They  cut  the  stalks  pretty  high. 

The  Chairman.  They  do  not  want  to  bend  their  backs. 

Colonel  Andrews.  They  bend  their  backs  all  right. 

The  Chairman.  What  about  your  other  grain  crops? 

Colonel  Andrews.  Barley,  oats,  and  rye? 

The  Chairman.  They  are  in. 

Colonel  Andrews.  All  grain;  yes. 

The  Chairman.  Is  the  acraege  better  than  it  was  or  not? 

Colonel  Andrews.  It  is  about  normal. 

The  Chairman.  It  is  getting  in  in  pretty  good  shape? 

POTATO  program  IN  GERMANY 

Colonel  Andrews.  Very  good  shape,  and  the  one  big  thing  that  we 
have  tried  to  do  this  spring  that  may  have  a  substantial  effect  on  this 
ration,  on  the  indigenous  production,  is  the  potato  program.  I  do 
not  want  to  oversell  it  or  speak  for  it,  but  we  have  put  on  a  drive  over 
there  using  sugar  as  an  incentive  for  the  planting  of  potatoes  and  have 
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gotten  a  price  increase  in  terms  of  the  reichsniark,  however,  bad  it  is, 
on  potatoes.  We  are  trying  to  produce  somewhere  between  15  and  17 
million  tons  of  potatoes.  If  we  can  do  that,  we  will  have  a  lot  less 
trouble  on  the  ration  next  year. 

The  Chairman.  What  was  the  yield  last  year? 

Colonel  Andrews.  Down  around  12  or  13  mihion. 

The  Chairman.  Do  they  know  how  to  raise  potatoes  over  there? 

Colonel  Andrews.  Yes;  they  really  know  how  to  produce  them. 

The  Chairman.  I  saw  an  awful  lot  of  potatoes  harvested  that  were 
about  an  inch  in  diameter. 

Colonel  Andrews.  That  is  right;  they  grow  them  small. 

The  Chairman.  Could  they  not  raise  bigger  potatoes  and  get  more 
out  of  them? 

Colonel  Andrews.  No,  sir.  That  is  a  rather  strange  thing.  If 
you  want  to  get  the  maximum,  the  supersuper  maximum,  out  of  a 
piece  of  ground  in  potatoes  over  there,  you  have  to  plant  a  lot  of 
potatoes  and  grow  a  great  many  small  ones.  The  way  they  gi'ow 
potatoes  over  there,  you  do  not  have  very  much  of  a  loss. 

The  Chairman.  They  do  not  peel  them? 

Colonel  Andrews.  Not  about  half  of  the  time.  They  scald  them 
and  strip  the  skin  off.  They  use  them  primarily  in  the  form  of  mashed 
potatoes  or  just  whole  potatoes  with  the  skin  stripped  off  thi'ough  a 
scalding  process.     The  production  is  high  per  acre. 

The  Chairman.  How"  high? 

Colonel  Andrews.  Well,  800  or  900  bushels  to  the  acre.  Their 
rows  are  very  close  together.  I  am  not  saying  that  that  is  the  aver- 
age.    I  can  give  you  the  average. 

The  Chairman.  The  average  might  be  300  bushels  to  the  acre? 

Colonel  Andrews.  It  w^ould  be  higher  than  300  bushels. 

The  Chairman.  It  would  be  higher  than  that? 

Colonel  Andrews.  Yes.  They  really  put  a  lot  of  fertilizer  there. 
They  put  an  enormous  amount  of  fertilizer  behind  the  potatoes. 
Their  rows  are  very  close  together.  There  is  an  enormous  amount 
of  hand  labor  connected  with  it. 

Mr.  Keefe.  Wliatever  they  produce,  the  increase  in  their  grain 
crops  and  potatoes,  and  so  on,  is  just  going  to  ease  the  bm'den  of 
raising  this  diet  up  to  a  normal  diet.  It  would  not  leave  the  burden, 
so  far  as  we  are  concerned,  in  what  we  are  attempting  to  furnish. 

Colonel  Andrews.  That  is  right.  That  is  a  terrible  fact,  but  just 
as  long  as  the  industrial  machine  over  there  is  stalled  you  are  going 
to  have  either  to  pour  in  the  food  or  let  them  starve. 

Air.  Keefe.  The  most  optimistic  point  of  view,  as  far  as  indigenous 
production  of  food  in  Germany  is  concerned,  is  that  there  will  always 
be  a  shortage.  They  will  have  to  ship  it  in  and  pay  for  it  thi'Ough  the 
export  of  manufactured  goods. 

Colonel  Andrews.  That  is  right.  There  is  that  terrifying  thing 
about  it  when  you  look  the  facts  in  the  face. 

Colonel  Wilkinson.  As  regards  the  meat,  we  can  only  produce  half 
of  what  would  be  a  ration. 

Colonel  Andrews.  It  is  not  a  luxury  ration  at  all. 

Mr.  Keefe.  That  means  that  you  have  to  chase  yom-  tail  around  in 
a  circle.  You  have  to  get  food  in  some  way  to  get  them  in  shape  to 
produce  the  goods  that  ultimately  must  be  put  in  export,  which  will 
give  them  a  chance  to  get  off  our  books. 


36 

Colonel  Andrews.  That  is  right. 

Mr.  Keefe.  And  the  total  population  in  that  area  is  about  45,- 
000,000  now? 

Colonel  Andrews.  About  43,000,000.  It  is  increasing  all  the  time. 
It  is  increasing  right  now. 

Mr.  Keefe.  That  is  in  the  so-called  bizonal  area. 

Colonel  Andrews.  Yes.  People  are  coming  in  regardless  of  any- 
thing we  can  do.     We  can  put  up  barriers. 


Wednesday,  May  12,   1948. 

Mr.  Wigglesworth.  Mr.  Stefan  wanted  to  complete  an-  inquiry 
he  was  pursuing  when  we  adjourned  last  night. 

Mr.  Stefan.  Colonel,  yesterday  you  told  us  of  a  very  interesting 
experience  you  had  with  a  German  farmer. 

Colonel  Andrews.  Yes,  sir. 

Mr.  Stefan.  How  he  bought  a  potato  planter  for  a  certain  amount 
of  money  and  had  to  pay  the  black  market  price  for  it. 

Colonel  Andrews.  Yes,  sir. 

Mr.  Stefan.  And,  in  addition  to  the  marks  he  paid,  he  gave  some 
potatoes,  meat,  and  so  forth. 

Colonel  Andrews.  Yes,  sir. 

Mr.  Stefan.  Indicating  that  food  was  the  No.  1  demand  over  there. 

Colonel  Andrews.  That  is  right. 

Mr.  Stefan.  And  you  asked  these  farmers  as  you  wandered  from 
farm  to  farm  what  they  wanted. 

Colonel  Andrews.  The  masses  of  the  people — not  the  farmers. 

DISCUSSION    OF    binder    TWINE    SITUATION 

Mr.  Stefan.  But  you  said  when  you  went  to  the  farmer  you  asked 
him  what  he  wanted  and  he  said  'T  would  like  to  have  binder  twine; 
I  would  like  to  have  horseshoe  nails;  I  would  like  to  have  horseshoes." 

Colonel  Andrews.  That  is  right. 

Mr.  Stefan.  And  I  told  you  we  had  a  lot  of  l)inder  twine  hanging 
around  the  United  States  that  was  available.  I  said  22,000  pounds; 
I  meant  22,000,000  pounds  of  it.  And  it  was  testified  by  your  people 
you  were  endeavoring  to  get  binder  twine  and  were  unable  to  get  it. 
I  call  your  attention  to  an  advertisement  in  the  Wall  Street  Journal 
of  February  28,  1948,  entitled— 

Fixed  price  sale  of  binder  twine,  $7.85  a  bale,  f.  o.  b.  storage  location.  The  War 
Assets  Administration  oflfers  for  sale  concurrently  to  priority  and  nonpriority 
purchasers  the  quantities  of  Mexican  binder  twine  listed  below.  Minimum 
order  1  carload  of  1,600  bales  or  80,000  pounds. 

Then  it  goes  on  to  describe  the  kind  of  binder  twine  this  is.  Now, 
my  information  is — and  I  went  into  the  records — the  United  States 
Army  picked  up  for  Japan  104,000  bales  of  binder  twine  or  5,200,000 
pounds  of  it;  that  Frank  W.  Winne  &  Sons,  agents  for  France,  picked 
up  7,700,000  pounds  or  154,000  bales;  the  same  people  for  export  to 
France,  as  principals,  picked  up  22,900  bales  or  1,145,000  pounds; 
that  Shermanhorn — I  do  not  know  who  they  are — have  drawn  down 
in  the  United  States  for  the  Post  Office — I  suppose  that  is  binder 
twine  that  the  Post  Office  needs  to  wrap  letters  and  things  like  that^ 
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60,000  bales  or  3,000,000  pounds;  then  these  people,  Winne  &  Sons— 
I  do  not  know  who  thev  are — for  use  in  the  United  States  have  (hawn 
down  10,000  bales  or  500,000  pounds. 

I  was  attracted  to  this  memorandum,  which  was  in  my  files,  because 
it  also  showed  that  a  Russian  satellite,  Finland,  had  picked  up  74,000 
bales  or  3,700,000  pounds  of  this  binder  twine. 

In  view  of  the  fact  that  the  justifications  here  call  for  a  large  amount 
of  machinery,  farm  machinery  and  other  machinery,  to  go  to  the 
United  Kingdom  and  Great  Britain,  and  in  view  of  the  British  agree- 
ment with  liussia  in  which  they  agree  to  ship  Russia  a  certain  amount 
of  machinery — and  I  understood  fi'om  newspaper  reports  there  was 
some  jet-propelled  stuff  that  went  there,  too — in  exchange  for  food, 
and  so  forth,  and  in  view  of  the  fact  this  binder  twine  would  be  such 
a  great  incentive  for  the  German  farmers,  and  in  view  of  the  fact 
you  have  been  doing  business  since  June  24,  1947,  why  did  you  not 
bring  that  binder  twine  over  there  and  give  it  to  the  farmers  so  that 
they  would  increase  the  meats,  potatoes,  and  vegetables  to  increase 
the  calory  ration  of  the  people  in  the  cities  up  to  1,900  or  2,000  calories? 

Mr.  Andrews.  I  do  not  want  to  be  trying  to  throw  off  on  anybody, 
but  the  theory  under  which  last  year's  operations  on  this  were  con- 
ducted was  that  the  binder  twine  should  be  made  in  the  German  eco- 
nomy; that  the  raw  materials  would  be  bought  by  JIEA — that  is  the 
Joint  Import-Export  Agency — to  bring  into  Germany,  and  the  Ger- 
man factories  would  produce  it. 

For  some  reason  or  other,  binder-tAvme  requirements  for  this  year 
were  put  in  the  mill  over  there  last  Alay  a  year  ago  and,  for  some 
reason  or  other — and  I  am  not  making  any  apologies  for  ourselves  or 
anybody — that  got  scrunched  up,  and  all  of  our  machuiery  and  the 
German  machinery  and  the  raw  materials  did  not  arrive,  and  the  coal 
for  the  factories  did  not  arrive.  It  was  partly  the  German's  fault  and 
partly  ours,  but  do  not  ask  me  what. 

It  was  only  in  February  of  this  year  that  I  made  a  check  on  our 
binder-twine  situation  and  found  we  were  in  trouble.  I  unmediately 
caUed  in  the  Germans;  I  called  m  the  factories,  called  in  everybody,  to 
find  out  what  had  happened,  and  it  was  a  patent  fact  that  the  raw 
materials  to  make  the  binder  twme  had  not  arrived.  Some  of  them 
had  not  been  bought. 

I  immediately  wu'ed  the  War  Department  here  of  the  situation  on 
binder  twine.  Under  the  operation  over  there,  the  binder  twine 
should  have  been  bought  by  German  exports  out  of  the  so-called 
JIEA  funds;  we  were  not  supposed  to  spend  food  funds  or  GARIOA 
funds  for  that  type  of  thing.  I  wu'ed  the  War  Department  here, 
Mr.  Voorhees'  office,  and  said  "We  are  in  trouble.  We  may  lose  from 
5  to  25  percent  of  our  wheat  crop  unless  we  get  this  binder  twme.  For 
God's  sake  do  something."  He  said  to  use  GARIOA  funds  to  do  this 
thing.  We  immediately  then  went  through  our  machinery  of  trying 
to  buy  this  very  binder  twine. 

Mr.  Stefan.  AVhat  date  was  that? 

Colonel  Andrews.  That  was  some  time  in  March. 

Mr.  Stefan.  Well,  this  is  February  24,  1948,  and  just  before  that 
there  was  this  big  advertisement  in  tlie  newspapers  of  the  country 
begging  people  to  buy  this  binder  twine  that  was  surplus  in  the  United 
States,  22,000,000  pounds  of  it. 
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Mr.  Andrews.  I  think  we  have  got  the  stuff  purchased.  I  got 
over  here  and  went  to  checking  up.  I  have  not  found  whether  it  has 
been  shipped  or  not,  but  it  is  to  be  shipped  and  shipped  quickly,  and 
right  now  the  War  Department  and  the  rest  of  these  people  are  going 
to  find  out  whether  or  not  this  stuff  has  been  shipped  and  what  has 
happened  to  it. 

Mr.  Case.  Has  it  been  bought? 

Mr.  Andrews.  Yes,  sir;  it  has  been  contracted  for  by  JIEA  over 
there. 

Mr.  Stefan.  Do  they  have  any  of  this  I  have  referred  to? 

Mr.  Andrews.  No,  sir. 

Mr.  Stefan.  This  is  to  go  to  France? 

Mr.  Andrews.  That  is  right. 

Mr.  Stefan.  You  did  not  get  any  of  the  22,000,000  pounds  that 
were  being  advertised  over  here,  and  you  were  begging  for  binder 
twine? 

Mr.  Andrews.  No,  sir. 

Mr.  Stefan.  Have  you  any  other  bottlenecks  like  that  in  agricul- 
ture over  there? 

Air.  Andrews.  Well,  sir,  it  is  one  continual  bottleneck. 

Mr.  Stefan.  Wliat  was  the  break-down  in  Austria?  I  understood 
you  had  two  or  three  break-downs  in  Austria. 

Mr.  Andrews.  That  is  outside  of  my  jm-isdiction. 

supplementation    of    EGA    PROGRAM    IN   AUSTRIA 

Mr.  Stefan.  Mr.  Voorhees,  did  you  have  some  break-downs  in 
Austria  where  the  Army  had  to  come  into  the  pictm-e  and  help  the 
State  Department  out? 

Mr.  Voorhees.  The  Austrian  food  program  has  been  operated  over 
the  last  year  entirely  separately  from  the  Army  food  program  for 
Germany. 

Mr.  Stefan.  But  you  set  up  your  food  requirements  on  this 
GARIOA  long  before  the  EGA  program,  did  you  not? 

Mr.  Voorhees.  Oh,  yes. 

Mr.  Stefan.  That  whole  program  was  set  up  away  ahead  of  EGA, 
was  it  not? 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Stefan.  Now,  they  set  up  the  program,  and  is  it  not  a  fact 
that  you  had  to  supplement  it  down  in  Austria  in  order  to  keep  that 
program  going? 

Air.  Voorhees.  Yes,  sir.  We  did  it  by  loans.  We  got  the  food 
back  at  some  later  time. 

Here  is  the  situation  in  its  essence.  Because  Austria  is  a  free 
country,  treated  as  a  liberated  area,  the  funds  to  feed  Austria  were 
transferred  out  of  the  GARIOA  budget  and  appropriated  to  the  State 
Department  for  the  entire  fiscal  year  1948,  and  were  carried  forward 
through  Interim  Aid.     They  are  now  in  EGA. 

Now  while  the  Army  has  a  military  position  in  Austria  it  does  not 
have  control  of  the  food  for  Austria;  it  is  a  separate  pipe  line. 

Air.  Stefan.  I  understand  that. 

Air.  Voorhees.  Actually,  large  am.ounts  of  the  food  goes  through 
Germany  and  is  sent  down  to  Austria,  but  it  is  an  entirely  separate 
pipe  line.     It  is  a  small  pipe  line,  and  once  in  a  while  it  gets  stopped  up. 
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Last  July,  May,  and  March,  there  was  a  very  acute  shortage;  sup])he3 
were  not  getthig  tlu'ough,  and  it  was  necessary  each  time  to  loan  them 
food  from  the  German  pipe  hne.  I  think  it  was  last  July  that  two 
complete  cargoes  of  grain  wliicli  were  actually  at  sea  and  destined  for 
Germany  were  diverted  to  Austria.  General  Keyes  stated  that  this 
action  literally  saved  them  from  starvation. 

Mr.  Stefan.  And  had  it  not  been  for  the  supplement  by  GARIOA, 
there  definitely  would  have  been  some  starvation  in  Austria,  would 
there  not? 

Mr.  VooRHEEs.  General  Keyes  wrote  us  that  there  would. 

QUESTION   AS   TO    DUPLICATION   IN   THE   ADMINISTRATION   OF   PROGRAMS 

\It.  Stefan.  Certainly.  And  that  brings  me  right  back  to  this 
binder  twine  and  a  lot  of  other  matters,  where  there  is  duplication  of 
purchasing  and  things  like  that.  How  are  you  going  to  run  that  whole 
system  over  there  with  three  or  four  administrative  organizations? 

Mr.  Voorhees.  That  is  a  Ciuestion  that  is  rather  beyond  my 
capacity  to  aiiswei-. 

Mr.  Stefan.  Well,  this  committee  has  to  know.  If  we  are  going 
to  have  duplication  of  purchasing,  duplication  of  distribution,  and 
supplementing  here  and  there,  why  do  not  they  have  one  administra- 
tion on  relief  over  there,  especially  in  the  occupied  countries? 

Mr.  Voorhees.  I  can  present  the  facts.  It  is  for  you  to  draw  the 
conclusions.     I  do  not  think  I  am  qualified  to  draw  the  conclusions. 

Some  food  for  Germany  is  certainly  an  absolute  military  necessity. 
At  least,  the  Ai'my  should  have  control  of  enough  funds  for  food  to 
preserve  order.  If  there  should  be  any  interruption  of  that  pipe  line 
for  Germany,  such  as  occurred  in  Austria,  we  would  have  a  catastro- 
phe right  away.  That  is  why  we  have  to  have  food  flowing  into 
Germany  regularly,  and  dependably,  at  the  present  time.  There  is 
not  time  for  any  delay  on  food;  it  has  got  to  arrive.  The  experience 
has  been  everytime'that,  when  there  has  been  any  break  in  the  food 
supply,  that  we  have  had  riots. 

Mr.  Stefan.  I  want  you  to  be  very  frank  about  this,  because  we 
all  want  to  reach  the  same  objective- — to  get  some  relief  and  rehabili- 
tation over  there  in  the  most  efficient  and  competent  way.  Will  you 
agree  with  me  that  there  is  duplication  going  on  today — duplication 
of  administration  over  there- — or  is  there? 

Mr.  Voorhees.  That  depends  on.  the  way  the  matter  is  run,  and 
this  has  not  3' et  been  decided.  There  need  not  be  duplication  of  it. 
I  believe  personally — and  let  me  say  I  do  not  know  much  except  when 
you  get  down  to  food- — the  business  side  of  this  matter  is  a  thing  I  do 
not  have  any  profound  knowledge  of,  but  on  supplying  food  I  do  know 
something  about  it- — I  am  sine  you  have  got  to  have  one  organization 
for  the  supply  of  food  for  Germany. 

Since  you  have  raised  the  question  of  Austria,  I  w^ant  to  say  it  is  my 
sincere  belief  that  the  military  position  in  Austria  also  necessitates  the 
same  thing.  It  is  a  smaller  thing,  but  very  serious.  We  have  a 
small  group  of  Americans  located  away  out  in  the  Russian  zone,  in 
Vienna,  completely  surromided  by  Russians,  and  the  maintenance  of 
order,  the  maintenance  of  peace,  absolutely  requires  a  regular  supply 
of  food.     That  is  what  we  ought  to  have  as  a  military  necessity. 

Mr.  Stefan.  Then  there  is  a  duplication  of  administration  there, 
is  there  not? 
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Mr.  VooRHEES.  It  is  not  a  duplication;  it  is  a  separate  administra- 
tion. 

Mr.  Stefan.  Well,  you  have  two  administrations. 

Mr.  VooRHEES.  As  you  have  raised  the  question,  I  will  say  this: 
It  is  my  sincere  belief,  because  of  the  urgent  military  necessity  and 
because  of  the  fact  that  a  large  part  of  food  for  Austria  goes  right 
through  Germany,  it  is  my  sincere  belief  which  I  have  urged  in  every 
way  I  could  that  the  food  supply  for  both  Austria  and  Germany 
should  be  managed  integrally,  so  that  they  can  be  handled  flexibly. 
If  a  local  situation  occurred  in  Austria,  you  could  divert  a  ship  or  two 
to  Austria  and  take  the  next  ship  or  two  that  came  along  for  Austria 
and  turn  them  back  to  Germany,  and  you  could  manage  it  absolutely 
flexibly  in  order  to  get  food  there. 

Mr.  Stefan.  Then  the  answer,  if  you  will  pardon  the  interruption 
and  save  time,  is  "Yes";  you  have  two  administrations  there,  and 
they  should  be  integrated.     Is  not  that  true? 

Air.  Vogrhees.  I  think  they  should  be  integrated,  and  there  are 
two  administrations. 

Mr.  Stefan.  Thank  you.     That  is  aU. 

binder-twine  situation 

Mr.  YooRHEES.  May  I  answer  your  question  a  littb  further  about 
the  binder-twine  matter? 

Air.  Stefan.  Yes. 

Mr.  Vogrhees.  In  the  way  this  has  been  run  in  the  past,  which 
we  are  going  to  change  in  connection  with  the  EGA  program;  the 
industrial  items  have  been  paid  for  by  the  proceeds  of  German  exports. 
We  have  only  come  to  you  gentlemen  for  money  for  food  and  related 
items.  We  did  not  ask  you  for  any  funds  for  binder  twine,  because 
this  is  an  industrial  item  for  which  we  were  not  supposed  to  request 
funds. 

Tlie  first  time  I  learned  of  this  crisis  about  binder  twine — I  have 
forgotten  the  precise  date,  but  it  must  have  been  somewhere  around 
the  1st  of  April — I  immediately  made  it  one  of  the  first  things  requested 
of  EGA  for  Germany.  Air.  Hoffman  was  just  being  appointed  at 
that  time,  and  some  action  had  to  be  taken  before  you  could  expect, 
in  reason,  that  Air.  Hoffman  could  start  to  function  on  a  specific 
matter  like  binder  twine. 

Air.  Stefan.  That  is  right.  But  he  had  $800,000,000  made  avail- 
able to  him  immediately,  and  he  spent  $63,000,000  and  there  was  not 
any  binder  twine  in  that  $63,000,000. 

Mr.  Vogrhees.  I  know  he  had  about  63,000,000  problems,  too. 

Mr.  Stefan.  But  this  was  a  big  one. 

Air.  Vogrhees.  What  we  did  as  to  that  was,  in  the  first  place,  we 
found  all  the  binder  twine  that  the  War  Assets  Administration  still 
had.  Some  had  been  sold,  as  you  pointed  out.  We  arranged  imme- 
diately with  the  War  Assets  Administration  to  make  that  available 
to  us,  and  we  proceeded  with  it  without  waiting  for  the  legal  clear- 
ance. The  War  Assets  Administration  cooperated  very  generously 
and  in  a  fine  spirit,  indeed.  We  told  them  we  would  make  the  funds 
available  somehow,  and  I  took  funds  out  of  GARIOA,  whether  I  had 
a  right  to  or  not,  because  it  was  an  emergency,  and  I  said,  "Pending 
the  time  we  can  get  an  answer  from  EGA,  we  wiU  put  up  the  money, 
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if  necessary."  They  then  were  requested  to  ship  it,  and  it  is  being 
shipped. 

Mr.  Stefan.  How  much? 

Colonel  Blumenfeld.  $820,000  worth. 

Mr.  Stefan.  How  much  in  hales  and  pounds? 

Colonel  Blumenfeld.  I  am  afraid  I  do  not  have  that. 

Mr.  Andreavs.  Two  million  and  some  pounds. 

Mr.  Stefan.  Only  2,000,000  out  of  the  22,000,000?  There  was 
not  much  left,  bc^'ause  the  horse  had  ah'(ni(ly  ii^ono  out  of  the  barn, 
and  21,245,000  pounds  had  been  sold,  of  which  3,700,000  went  to  a 
Russian  satellite. 

Mr.  Voohhees.  May  I  say  further  I  am  sure,  if  this  thing  is  going 
to  succeed,  there  is  going  to  have  to  be  more  flexibility  between  what 
we  have  called  category  A  items  and  these  industrial  items,  so  that  the 
vitally  needed  industrial  items  are  also  supplied  and  so  tliat  we  do  not 
run  the  risk  of  losing  German-grown  wheat  for  a  lack  of  binder  twine. 
Certainly  that  does  not  make  sense.  We  cannot  tolerate  shortages  of 
that  kmd.  I  believe  w^e  now  have  the  machinery  and  the  funds  avail- 
able under  the  ECA  so  that  will  not  occur  again. 

Request  has  been  made  of  ECA  for  the  binder  twine  which  is  nec- 
essary, and  I  believe  funds  will  be  forthcoming.  I  think  the  condition, 
which  has  been  a  bad  one  in  the  past,  as  Colonel  Andrews  described, 
is  in  the  process  of  being  remedied. 

Mr.  XiTZE.  May  I  point  out  that  the  ECA  legislation  did  not  go 
through  until  April  3;  the  Administrator  was  not  appointed  until 
April  5;  and  all  that  took  place  after  this  particular  matter  arose  to 
which  you  are  referring. 

Mr.  Stefan.  When  were  those  first  shipments  made  of  the  $63,- 
000,000?  I  want  to  be  as  constructive  and  as  factual  as  I  possibly  can. 
April  30  is  when  vou  told  us  of  the  $63,000,000,  and  this  was  April 
19  that  $63,482,376  of  the  first  $800,000,000  was  turned  over  to  you, 
and  you  procured  and  authorized  meat  and  meat  products,  vegetables, 
bread  grains,  flour,  and  related  products,  animal  oils,  seeds  except 
oilseeds.  I  do  not  see  any  binder  twme  in  there,  and  that  was  avail- 
able to  you.  If  there  had  been  such  a  demand  for  that,  it  would  seem 
that  you  could  have  put  that  in  that  shipment,  if  that  is  a  big  incentive 
over  there  and  w^ould  break  this  bottleneck  so  the  farmer  would  let 
loose  some  products  for  the  people  in  the  cities.  And  binder  twine  is 
going  begging  around  here,  and  I  am  wondering  why  it  was  not 
picked  up,  because  the  Army  did  pick  up  5,200,000  pounds  of  it  and 
sent  it  to  Japan. 

Mr.  Nitze.  My  only  point  was  the  ECA  law  did  not  go  through 
Congress  until  xVpril  3  and  the  Administrator  was  not  appointed  until 
April  5. 

Mr.  Wilkinson.  I  think  I  can  answer  that  question  better  than 
an^'one  else.  The  requirements  for  binder  twine  for  this  harvest  w{»re 
calculated  last  year.  The  Germans  were  instructed  to  incorporate 
in  their  import  program  the  necessary  raw  materials  in  order  to 
make  binder  twine  in  Germany.  As  Mr.  Andrews  has  pointed  out, 
for  internal  administrative  reasons,  which  means  just  phiin  incompe- 
tence anil  the  failure  on  our  part  to  follow  closely  this  one  particular 
item  in  the  import  program,  we  did  not  realize  until  February  of  this 
year  that  the  necessaiy  steps  has  not  been  taken  in  order  to  bring 
into  Germanv  the  raw  materials  to  make  the  binder  twine  we  wanted. 
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We  then  started  scouting  around  to  see  what  we  could  do  about  it, 
and  we  inquired  here  in  the  United  States,  inquired  in  Belgium, 
Switzerland,  Mexico,  and  every  place,  and,  by  the  time  we  had  gotten 
our  feelers  out,  the  bulk  of  this  binder  twine  had  gone.  We  had  not, 
up  to  that  time,  intended  to  bring  in  any  finished  binder  twine. 

Mr.  Stefan.  You  had,  how^ever,  picked  up  5,200,000  pounds  and 
sent  it  to  Japan,  because  the  emergency  called  for  sending  it  to  Japan 
to  weave  new  hawsers  and  things  like  that. 

Mr.  Wilkinson.  That  is  true,  and  here  we  have  put  out  an  emer- 
gency call  from  Germany,  that  they  need  to  come  under  that. 

Mr.  Stefan.  Well,  33  percent  of  all  the  tobacco  we  raise  is  going 
over  to  Germany  and  those  countries  as  an  incentive,  because  we 
want  to  get  the  farmers  supplied  with  some  luxuries  in  order  that  they 
will  let  loose  foodstuffs  for  the  people  in  the  cities.  Colonel  Andrews 
made  one  of  the  finest  witnesses  I  ever  heard,  and  he  teUs  me  those 
farmers  say,  "Give  me  binder  twdne,  horseshoe  nails,  and  horseshoes." 
They  do  not  say  tobacco.  If  they  can  get  a  few  million  pounds  of 
binder  twine  and  things  like  that  that  are  going  begging  in  the  United 
States,  that  is  the  answer,  to  me. 

Mr.  Wilkinson.  I  understand.  I  missed  the  point.  The  initia- 
tive in  following  up  your  line  of  thinldng  would  have  come  from  this 
end  in  offering  to  us  binder  twine  as  an  incentive — that  is  correct— 
and  that  was  not  done. 

Colonel  Blumenfeld.  May  I  say  there  is  actually  now  inider 
contract  $800,000  worth  of  binder  twine  that  ^Ir.  Voorhees  referred 
to? 

Mr.  Stefan.  Two  million  pounds. 

Colonel  Blumenfeld.  And  there  is  $1,200,000  under  contract  by 
JIEA  from  their  own  export  funds,  from  Mexico.  We  have  been 
assured  it  will  arrive  in  time  for  the  harvest.  That  makes  the  total 
expenditure  $2,000,000  to  be  financed  $800,000  from  the  ECA  Ad- 
ministration, which  was  one  of  the  first  priority  items  referred  to,  and 
$1,200,000  which  JIEA  financed  from  its  own  export  funds.  The 
shipments  are  being  expedited,  and  we  have  every  assurance  they 
will  be  there  in  time  to  be  assimilated  and  used  in  this  harvest. 

Mr.  Wigglesworth.  I  want  to  ask  one  or  two  questions  which  may 
have  been  covered  yesterday,  but  I  am  not  clear  in  my  own  mind  on 
the  over-all  picture. 

relation  of  GARIOA  request  for  GERMANY  TO  ECA  ESTIMATED 

PROGRAM 

The  GARIOA  request  which  is  before  us  amounts  to  $1,250,000,000, 
and  we  were  told  of  that  amount  $706,000,000  would  go  to  Germany. 
How  is  that  $706,000,000  related  to  the  $822,000,000  which  I  under- 
stood was  supposed  to  represent  the  GARIOA  appropriation  m  the 
over-all  ECA  table  at  page  D-6  of  the  justifications? 

Mr.  VooRHEES.  The  $822,000,000  figure  is  for  the  15  months' 
period,  not  for  the  12  months'  period.  The  substance  of  it  is  set 
forth  in  our  justifications  at  page  1158. 

If  you  will  look  at  the  table  there,  the  first  line  of  figures  we  have 
taken  dhectly  out  of  the  ECA  brown  book  from  page  39.  The  first 
column  gives  the  15  months'  required  shipments  from  the  Western 
Hemisphere  to  Germany.    The  second  column  gives  the  German  dollar 
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earnings — also  on  a  15  months'  basis.  In  tlio  next  column,  the 
$822,000,000  gives  what  is  called  "loans  and  credits."  In  this  case, 
that  is  actually  the  GARIOA  approi)riation.  The  reason  for  that 
heading  is  explained  because  in  other  countries — countries  other  than 
western  Germany — there  were  substantial  funds  supplied  through 
loans  and  credits.  Therefore,  they  put  the  GARIOA  contribution 
under  that  column  of  western  Germany. 

Mr.  NiTZE.  It  is  explained  in  footnote  3,  on  page  D-6,  that  in  the 
case  of  bizonal  Germany  it  includes  the  appropriation  of  $822,000,000 
being  requested  by  the  Army. 

Mr.  WiGGLESwoRTH.  Is  the  short  answer  to  my  question  that  the 
$706,000,000  is  four-fifths  of  the  $822,000,000? 

Mr.  VooRHEES.  Not  precisely.  On  the  next  column  below  that, 
you  have  the  comparable  figures  for  fiscal  year  1949  on  a  12  months' 
basis.  Our  contribution  for  that  period  is  $675,000,000  as  to  those 
items  listed.  The  $706,000,000  which  was  given  as  the  total  payment 
for  Germany  includes  the  cost  of  the  military  government,  salaries 
of  employees,  and  some  funds  for  reorientation.  But  the  correspond- 
ing figure  for  the  items  which  are  included  within  the  EGA  program 
is  $675,000,000  on  the  12  months'  basis.  That  would  bring  us  out 
to  the  estimated  deficit  for  which  EGA  would  require  funds — 
$427,000,000  compared  with  their  request  of  $437,000,000. 

Mr.  NiTZE.  For  a  different  time  period. 

Mr.  VooRHEEs.  Their  request  is  for  the  April  1-March  31  period; 
ours,  of  course,  is  for  the  fiscal  year  July  1-June  30;  so  that  a  precise 
reconciliation  is  not  possible,  but  that  is  substantially  reconciled. 

Mr.  WiGGLESWORTH.  To  wliat  extent  are  the  items  to  be  covered  by 
the  GARIOA  appropriation  included  in  the  statement  of  needs  for 
western  Germany  in  column  1  of  the  over-all  EGA  table,  at  page  D-6 
of  the  justifications? 

Mr.  VooRHEES.  That  is  set  forth  at  pages  1155  and  1156. 

Mr.  WiGGLESWORTH.  Camiot  you  answer  that,  Mr.  Voorhees? 

Mr.  Voorhees.  To  what  extent? 

Mr.  WiGGLESWORTH.  Ycs.     Is  it  all  included  or  not? 

Mr.  NiTZE.  Yes. 

Mr.  Voorhees.  I  am  not  sure  I  agree  with  that.  The  EGA  request 
is  not  all  included  within  the  GARIOA. 

Air.  WiGGLESWORTH.  I  askcd  the  question  the  other  way  around. 

Mr.  Voorhees.  GARIOA  is  substantially  all  included  in  the  EGA. 

Mr.  WiGGLESWORTH.  Is  it  all  included? 

Mr.  Voorhees.  No,  sir.  As  to  the  petroleum  products,  EGA  did 
not  have  a  sufficient  amount  of  petroleum  products  for  Germany, 
and  they  had  reduced,  as  I  recall  it,  by  about  200,000  tons  the  petro- 
leum which  we  knew  we  needed,  and  we  added  that  to  our  estimates, 

Mr.  WiGGLESWORTH.  I  do  iiot  get  a  ver\^  clear  picture  of  this  yet. 
I  have  before  me  an  over-all  table  given  to  us  by  Mr.  Nitze  to  be 
used  in  working  on  the  main  EGA  items.  That  over-all  table  is 
broken  down  into  six  columns  of  figures,  column  No.  1  giving  the 
needs,  country  by  country,  and  another  column,  m  which  the 
GARIOA  appropriation  is  included,  and  what  I  am  ti-ying  to  get  at 
is  the  relationship  of  the  amount  now  requested  for  GARJOA  purposes 
to  the  over-all  needs  listed  in  column  1  of  the  table.  I  thought  from 
what  was  said  yesterday  that  GARIOA  was  included  in  the  EGA 
total. 
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Mr.  VooRHEES.  It  is.  The  minor  change  that  I  spoke  of  in  the 
interest  of  accuracy  is  merely  because  the  computation  of  requirements 
was  made  considerably  later.  If  you  will  look  on  page  1157  you  will 
see  our  exact  contribution  to  Germany  is  $675,000,000. 

Mr.  WiGGLESwoRTH.  Is  that  included  in  the  statement  of  needs  of 
both? 

Mr.  VooRHEES.  The  items  are  substantially  the  same,  yes,  except 
for  the  minor  exceptions  that  I  have  referred  to. 

Mr.  WiGGLEswoRTH.  Mr.  Nitze,  to  what  extent  have  we  covered  all 
the  needs  for  GARIOA  in  the  previous  hearings  which  we  had  on  the 
request  for  the  needs  for  Germany? 

Air.  Nitze.  We  have  covered  tham  all,  Mr.  Chairman.  You  will 
find,  for  instance,  the  first  item  on  E-31,  bread  grains  and  coarse 
grains,  418.6  million  dol  ars;  that  is  for  a  15  months'  period,  and  for 
the  12  months  the  corresponding  figure  of  241  million  dollars  is  exactly 
the  same  figure  you  will  find  on  the  corresponding  sheets. 

Mr.  Wigglesworth.  The  availability  tables  that  we  have  con- 
sidered in  each  case  include  the  items  requested  in  the  GARIOA 
appropriation. 

Mr.  Nitze.  Yes;  that  is  absolutely  correct,  with  some  exceptions 
m  one  or  two  items  with  respect  to  which  subsequent  information 
has  indicated  the  Army  has  made  slight  changes  in  quantity. 

Air.  Wigglesworth.  So,  in  so  far  as  Germany  is  concerned,  it  is 
just  a  question  of  whether  the  United  States  is  to  put  up  the  appro- 
priation to  be  used  out  of  one  pocket  or  out  of  another. 

Air.  Nitze.  Yes. 

Mr.  Wigglesworth.  Both  appropriations  cover  the  same  things? 

Mr.  Nitze.  That  is  correct. 

Mr.  Wigglesworth.  I  assume  that  the  GARIOA  presentation 
goes  into  more  detail  than  we  have  had  heretofore  in  the  over-all 
consideration  given  to  these  items. 

Mr.  Nitze.  That  is  right. 

Mr.  Case.  Wliy  did  you  split  it  up,  if  this  covers  the  same  thing? 

Air.  Voorhees!  In  the  first  place,  the  GARIOA  justification 
request  was  prepared,  of  course,  long  before  there  was  assurance  that 
there  was  going  to  be  an  ECA.  It  was  absolutely  necessary  for  us, 
as  a  military  matter,  to  have  a  continuing  flow  of  food  in  the  pipe 
lines.  The  Army  asked,  and  it  was  agreed  to  by  the  State  Depart- 
ment and  decided  as  the  policy,  that  the  Army  should  have  the 
control  over  the  necessary  foods  to  go  into  Germany  to  maintain 
order  and  prevent  disease  and  unrest. 

Air.  Case.  Of  course,  we  uliderstand  that  GARIOA  was  going  on 
when  the  ECA  was  in  the  hypothesis  stage,  something  in  the  future. 

Air.  Voorhees.  Yes. 

Mr.  Case.  Did  you,  when  you  originally  prepared  the  GARIOA 
program  for  the  fiscal  year  1949,  have  the  same  total  that  you  now 
have  when  you  put  the  GARIOA  and  the  ECA  parts  together? 

Mr.  Voorhees.  No. 

Mr.  Case.  What  did  it  total?  Did  the  GARIOA  total  then  cor- 
respond to  the  GARIOA  total  as  now  shown  here,  where  you  show  it 
as  a  part  of  the  over-all? 

Mr.  Voorhees.  The  1.25  billion  is  the  same  figure. 

Air.  Case.  Is  that  the  total  figure? 

Air.  Voorhees.  That  is  the  total. 
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Mr.  Case.  EGA  plus  GARIOA? 

Mr.  VooRHEEs.  No;  that  is  the  total  figure  for  the  GARIOA 
appropriation  for  all  occupied  areas. 

Mr.  WiGGLESwoRTH.  It  is  not  just  for  Germany  alone? 

Mr.  VooRHEES.  No;  it  covers  Japan  and  Korea  as  well. 

Mr.  Case.  Was  the  German  part,  used  in  that  total  figure,  the  same 
as  the  GARIOA  figures  in  these  estimates  now  before  us  for  Germany? 

Air.  V.ooRHEEs.  Not  precisely,  because  after  the  Economic  Recovery 
Act  was  enacted  we  were  given  permission  to  reconstruct  the  entire 
justifications  for  the  GARIOA  appropriation  in  order  to  make  it  fit 
precisely  into  the  new  foreign  policy  of  the  United  States.  In  the 
meantime  we  had  the  advantage  of  additional  experience  and  newer 
information,  and  hence  in  some  places  we  found  it  possible  to  save 
money.  We  were  able,  therefore,  to  make  a  closer  estimate  of  what 
we  could  do.  Where  we  could,  therefore,  we  changed  the  amount  by 
increasing  the  amount  of  money  that  we  could  apply  from  GARIOA 
to  these  prol)lems  in  Germany.  For  instance,  we  had  in  our  justifica- 
tions, submitted  here  last  winter,  at  the  time  General  Clay  was  here, 
an  estimate  of  about  $651,000,000;  we  now  have  about  $675,000,000 
as  a  result  of  reworking  the  justifications.  Subject  to  that  change, 
however,  it  is  substantially  the  same. 

Mr.  Case.  I  would  like  to  ask  one  or  two  questions  and  get  a 
"yes"  or  "no"  answer  so  that  I  may  thorougldy  understand  the 
matter  myself.     That  is  what  I  am  trying  to  do. 

Fii-st,  is  the  GARIOA  request  here  the  same  as  it  would  have  been 
had  there  been  no  ECA  legislation? 

Mr.  VooRHEES.  Substantially;  yes. 

Mr.  Case.  Then  the  ECA  request  is  in  addition  to  what  wo.uld  have 
been  asked  for  Germany  had  there  been  no  ECA? 

Air.  VooRHEEs.  Yes. 

Mr.  Case.  Then  why  would  you  add  it  to  what  you  have  asked  for 
GARIOA — because  ECA  is  supplementary? 

Mr.  VooRHEES.  In  the  first  place,  let  me  say  that  it  is  not  the  Ai-my 
that  is  making  that  request;  but  the  reason  for  it  is  that  it  includes, 
first,  a  somewhat  higher  standard  of  feeding  in  order  to  bring  about 
industrial  recovery. 

Air.  Case.  How  much  higher? 

Air.  VooRHEES.  It  would  add  about  120  calories.  The  detail  is  set 
forth  on  page  1154  of  the  justification  of  estimates. 

Air.  Case.  If  ECA  had  not  come  into  existence  and  you  simply  liad 
presented  the  request  for  GARIOA,  we  would  have  the  figures  before 
us  in  the  GARIOA  column? 

Air.  VooRHEES.  Yes;  with  a  few  i3ossible  changes,  but  we  have  made 
them  fit  into  the  ECA  program,  in  order  to  fit  the  GARIOA  program 
in  as  closely  as  possible.  In  substance,  they  would  have  been  the 
same. 

Air.  Case.  There  might  have  been  a  few  revisions  in  the  program 
between  the  way  the  GARIOA  presented  its  case  and  as  it  is  present- 
ing it  today. 

Air.  VooRHEES.  Yes. 

Air.  Case.  But  substantially  it  would  be  the  same  request  as 
appears  in  the  GARIOA  column  alone? 

Mr.  Voorhees.  Yes.  Now,  the  adchtional  money  request  by  ECA, 
$437,000,000,  is  requested  for  two  purposes,  primaiily:  One,  to  add 
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a  certain  amount  of  supplemental  feeding  considered  necessary  for 
industry  recovery;  and  second,  to  provide •  funds  for  the  industrial 
im]3orts  which  are  necessary  to  get  Germany's  economy  going  more 
rapidly. 

Mr.  Case.  I  am  assuming  that  in  the  answer  you  gave  you  intended 
to  say  what  I  understood  you  to  have  said;  but"  it  becomes  staggering 
to  me  to  look  at  the  totals  shown  in  the  column,  and  to  find  that  on 
page  1155,  for  example,  m  the  grand  total  column,  that  the  GARIOA 
program  would  have  provided  4,831,000  metric  tons  and  the  EGA 
program  would  provide  5,786,000  metric  tons,  of  food,  grain,  and 
kindred  products;  ia  other  words,  the  EGA  program  would  add 
approximately  a  billion  metric  tons  of  food 

Mr.  VooRHEES.  A  million. 

Mr.  Gase.  Your  unit  was  metric  tons  to  start  with. 

Mr.  VooRHEES.  It  is  from  4.8  million  to  5.7  million. 

Mr.  Gase.  Approximately  a  million  metric  tons  increase,  or  a  dollar 
increase  of  almost  $300,000,000. 

Mr.  Voorhees.  I  think  that  the  figures  there,  and  the  table  on  page 
1171,  will  give  you  substantially  the  information  you  want  for  com- 
parison. 

Mr.  Gase.  I  do  not  wish  to  follow  it  through  further;  I  merely 
wished  to  ask  a  question  to  clarify  my  own  mind  as  to  whether  the 
EGA  was  added  to  the  GARIOA,  and  apparently  it  is. 

]\Ir.  Voorhees.  It  is. 

Mr.  NiTZF.  I  think  that  needs  the  further  explanation  that  the 
figures  in  this  table  relate  necessarily  to  all  imports,  whether  they 
would-  be  financed  on  the  part  of  Germany  by  any  European  trade 
through  JEIA  or  by  EGA  funds,  so  the  entire  difference  from  the 
$300,000,000  is  not  necessaril}^  the  United  States  expenditures.  You 
have  to  look  to  other  tables  to  get  the  part  that  is  United  States 
financed. 

Mr.  Gase.  Did  they  not  expect  that  exchange  to  take  place  any- 
way? 

Mr.  NiTZE.  I  think  they  did. 

Mr.  Gase.  GARIOA  contemplated  that  exchange.  Did  GARIOA 
build  up  some  trade  between  western  Germany  and  the  other  Euro- 
pean nations? 

Mr.  NiTZE.  No. 

Mr.  Gase.  You  did  export  some? 

Mr.  Wilkinson.  We  had  planned  to  export  up  to  the  procurement 
of  the  industrial  raw  materials;  at  one  time  it  was  contemplated  to 
export  for  the  procurement  of  relatively  higher  cost  foods  than  were 
available  in  Europe. 

Mr.  Gase.  What  makes  it  possible  for  you  to  contemplate  using 
this  export  now  for  the  acquisition  of  food  rather  than  raw  materials? 

Mr.  Wilkinson.  Because  EGA  funds  will  be  available  to  pick  up 
a  lot  of  raw  materials  that  would  not  have  been  otherwise. 

Mr.  Gase.  In  other  words,  we  have  been  going  around  Robin 
Hood's  barn,  and  with  respect  to  a  good  many  items  that  are  not  being 
reflected  in  what  I  have  been  referring  to,  which  now  appear  will  be 
used  for  the  acquisition  of  raw  material  instead  of  food,  where  raw 
material  would  be  acquired  by  exchange. 

Mr.  Wilkinson.  We  are  not  asking  for  new  dollars  for  additional 
expenditure.     It  remains  a  matter  as  to  the  direct  use  of  dollars  for 
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the  procurement  of  this  particular  increment  and  does  not  in  any 
way  cUminish  the  over-all  dollar  requirement;  it  indicates  the  special 
procurement  that  will  be  done  in  that  way  with  the  same  dollar 
amounts. 

Mr.  Case.  A  moment  or  two  ago  I  understood  Mr.  Nitze  to  say  that 
the  difference  in  the  total  dollar  cost  did  not  mean  what  it  appears  to 
on  the  surface,  but  it  showed  what  was  gomg  to  be  supplied  by  ex- 
change with  other  countries. 

Now  it  appears  that  that  will  become  possi})le,  because  these  goods 
for  export  from  Germany  will  become  available  to  be  paid  for  food 
because  you  are  no  longer  trying  to  get  raw  materials  that  will  be 
supplied  by  appropriation  under  another  head.  Is  that  correct 
Colonel  Wilkinson? 

]\Ir.  Wilkinson.  Yes. 

Mr.  VooRHEES.  Would  you  permit  an  explanation,  Mr.  Case? 

Mr.  Case.  Yes. 

Mr.  VooRHEES.  Prior  to  the  ECA  the  Ai^my's  responsibility  in 
Germany  was  for  Germany  alone,  and  GAR  10 A  funds  were  utilized 
to  buy  the  most  food  we  could  get  for  the  least  money  to  feed  the 
Germans.     That  was  our  only  objective. 

Under  the  ECA  program  Germany,  bizone  German}^,  becomes  the 
cornerstone  of  the  recoveiy  of  Europe,  and  for  that  purpose  ECA 
proposes  to  spend,  beyond  the  amount  we  would  have  askecl  for  under 
the  GARIOA  program,  about  $437,000,000. 

That  amount  includes  many  items  of  agriculture,  high-cost  foods 
from  western  Europe.  These  are  included  on  the  assumption  that  the 
European  recovery  program  would  have  them  moved  into  Germany, 
which  prewar  was  a  traditional  market  for  these  items.  Illustrative 
of  that  is  $10,000,000  worth  of  Italian  fruits  and  vegetables,  for  which 
a  contract  has  already  been  made,  which  would  never  have  been  bought 
for  Germany  through  GARIOA  funds,  because  we  did  not  have  money 
for  that  kind  of  procurement  for  this  kind  of  European  recovery. 
Buying  these  fruits  and  vegetables,  however,  puts  a  certain  amount 
of  dollars  into  Italy  which  they  need.  Italy  had  those  things  for  sale, 
and  they  were  sold  to  Germany  and  will  in  effect  be  paid  for  by  ECA 
funds. 

jMr.  Case.  I  would  like  to  ask  Air.  Nitze  one  further  question,  if  I 
am  not  taking  up  too  much  of  your  time,  jMr.  Wigglesworth? 

Air.  Wigglesworth.  Go  right  ahead. 

Air.  Case.  But,  as  you  say,  this  difference  between  the  total  figure 
for  the  total  program  and  for  the  GARIOA  program  alone  is  modified 
because  a  part  of  this  food  will  come  through  exchange;  but,  as  the 
people  from  GARIOA  tell  us,  that  exchange  wiU  be  accompanied  by 
using  certain  raw  materials  in  trade,  and  the  difference  will  have  to  be 
replaced  by  an  appropriation  from  another  source.  Why  is  it  not  still 
true  that  a  fairly  accurate  measure  of  the  increased  cost  of  the 
operation  in  Germany  is  the  difference  in  the  total  figures? 

Air.  Voorhees.  It  is. 

Mr.  Case.  Air.  Voorhees  says  it  is. 

Air.  Voorhees.  It  is,  definitely. 

Air.  Nitze.  Alay  I  just  make  a  brief  explanation? 

Air.  Case.  Yes. 

Air.  Nitze.  The  way  in  which  we  presented  the  over-all  justifica- 
tions, the  ECA  program  was  to  consider  the  deficits  with  the  Western 
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Hemisphere  countries.  You  will  note  that  sheet  E-3  of  the  justifi- 
cations mainly  deals  with  items  bought  from  the  Western  Hemis- 
phere. The  same  is  true  of  all  other  countries  in  the  justification 
sheets. 

It  was  assumed,  however,  that  there  would  have  to  be  increased 
trading  between  the  various  countries  in  order  to  bring  about  European 
recovery.  One  of  the  real  bottlenecks  in  Europe  has  been  the  drying 
up  of  the  inter-European  trade.  The  matter  which  the  chairman 
discussed  refers  to  the  failure  to  get  the  Italian  fruit  to  moving. 
Although  this  is  one  of  the  things  which  could  contribute  to  European 
recovery,  it  has  not  been  moving  because  of  the  shortage  of  dollars. 

We  have  assumed  that  in  this  program  inter-European  trade  would 
balance  out  and  not  increase  the  requirements  for  dollars,  and  we 
have  only  come  before  the  committee  with  the  Western  Hemisphere 
deficit,  even  though  it  is  anticipated  there  will  be  an  increased  volume 
of  inter-European  trade.  Just  take  an  individual  case — for  instance, 
the  Italian  fruits  and  vegetables.  Insofar  as  the  bizone  acquires  Italian 
fruits  and  vegetables,  Italy  accpires  dollars  which  reduces  her  require- 
ment. wSo  we  have  brought  before  the  committee  just  the  over-all 
deficit  with  the  Western  Hemisphere. 

Mr.  Case.  The  question  I  asked  was  whether  or  not  the  total  differ- 
ence between  the  total  and  the  EGA  was  not  a  fairly  accurate  measure 
of  the  increased  cost  of  operations  in  Germany  as  the  result  of  the 
EGA? 

Mr.  NiTZE.  I  think  that  an  accurate  figure  is  the  $437,000,000, 
which  appears  on  page  E-32. 

Mr.  Gase.  The  $437,000,000  is  just  the  cost  of  the  German  occu- 
pation by  reason  of  the  EGA  program? 

Mr.  NiTZE.  That  is  right.  The  reason  for  that  is  the  conversion 
from  a  relief  program  to  a  recovery  program.  In  chart  No.  1  which 
Mr.  Draper  presented  yesterday  is  shown  a  comparison  between 
what  is  anticipated  from  the  recovery  program  with  respect  to 
western  Germany,  giving  the  increased  imports  in  the  first-year  pro- 
gram and  winding  up  with  the  trade  under  the  program.  I  think 
you  would  be  interested  in  looking  at  that  chart. 

Golonel  Andrews.  It  is  conversion  from  what  you  might  call  a 
prison-fare  program  under  GARIOA  to  an  economic  and  recovery 
program  under  the  other. 

Mr.  Wigglesworth.  You  have  set  out  the  calories  in  the  tables 
here? 

Mr.  Voorhees.  Yes;  on  page  1154  of  the  justifications. 

Mr.  Gase.  It  does  not  lequire  any  argument,  so  far  as  I  am  con- 
cerned, to  approve  the  necessity  for  the  recovery  of  western  Europe, 
when  we  have  at  this  time  something  like  37  percent  level  of  recovery 
in  that  area  whereas  ir.  other  areas  today  that  we  are  dealing  with  it 
is  about  96  percent,  and  many  of  them  100  percent,  according  to  the 
Myrdal  report.  I  was  simply  trying  to  point  out  the  difierence  in 
the  costs. 

Golonel  Blumenfeld.  May  I  add  that,  as  of  last  year,  the  imports 
under  JIEA  accounted  for  about  $64,000,000  worth  of  mdustrial  items; 
that  was  all  the  imports  of  industrial  items  for  bizone  Germany  pro- 
cured from  Germany's  own  export  proceeds  thi'ough  the  JIEA  account. 

This  year  the  total  imports  should  run  to  around  1.9  billion  under 
the  EGA  program. 
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That  is  broken  down  roughly  betAveeii  about  50  percent  food  and 
other  category  A  items  and  50  percent  of  industrial  items,  which  we 
call  categoiy  B  items. 

Heretofore,  because  of  the  fact  there  were  no  appropriated  funds  to 
finance  industrial  items — except  some  small  amount  for  cotton  as  a 
special  item — the  total  receipts  from  JIEA  were  utilized  for  the 
import  of  industrial  items,  category  B  items,  and  the  food  came  in 
from  the  GARIOA  and  comparable  United  Kingdom  appropriations. 

Now,  in  order  to  reconcile  those  figures  it  is  necessary  to  analyze 
how  you  arrive  at  the  1.9  billion  that  will  be  jiaid  out  of  these  pro- 
grams. We  have  a  figure  803  million,  wliich  is  expected  to  be  ex- 
ported in  all  our  trade,  which  compares  with  the  $225,000,000  m 
1947. 

Air.  Case.  What  does  that  represent  in  terms  of  percentages  of  the 
target  for  the  last  year? 

Colonel  Blumenfeld.  The  target  was  approximately  $350,000,000 
and  we  actually  got  about  $225,000,000  in  exports  in  tde  last  vear. 

Mr.  Case.  That  is,  the  target  was  about  $30,000,000  a  month? 

Colonel  Blumenfeld.  That  is  right. 

Air.  Case.  On  the  basis  of  getting  roughly  a  little  Ijetter  than  two- 
thirds  of  the  target  last  year,  that  makes  the  target  figures  difficult 
to  determine  as  to  their  dependability. 

Air.  Draper.  I  made  the  statement  that  I  accepted  the  figures  as 
being  optimistic.  They  have  done  very  well  for  the  last  several 
months.  February  of  this  year  was  one  of  the  heaviest.  I  believe 
you  will  find  that  they  are  getting  between  a  $500,000,000  and  a 
$600,000,000  rate.  The  figure  so  far  this  year  is  on  ascending  scale 
over  last  vear.  W  e  had  the  peak  in  Februarv,  which  was  just  around 
$37,000,0*00.  That  figure,  however,  fell  ofi"  again  in  Alarch,  but  that 
is  by  far  the  best  month  they  have  had.  Aly  best  estimate  at  the 
moment  is  that  it  would  be  close  to  $600,000,000. 

Air.  Case.  I  regTet  that  I  was  unavoidably  absent  yesterday  during 
a  ])art  of  your  statement. 

Air.  Draper.  I  will  be  glad  to  go  over  that  with  you. 

Air.  Case.  It  has  been  my  conviction  that  it  would  be  impossible 
to  get  either  the  domestic  collections  of  food  or  to  reach  the  target  in 
exports  in  Germany  until  there  was  a  proper  currency  program 
developed. 

Air.  Draper.  I  thoroughly  agree  with  you,  and  at  the  appropriate 
time  I  will  be  glad  to  discuss  that  subject  with  the  committee  off  the 
record. 

Air.  WiGGLEswoRTH.  Would  you  care  to  tell  us  off  the  record  what 
the  situation  is? 

Air.  Draper.  I  will  be  glad  to  discuss  it  with  3^ou. 

Crude  Steel 

Air.  WiGGLESWORTH.  With  reference  to  the  chart  presenting  the 
picture  of  crude  steel:  The  chart  indicates  that  the  1936  production 
was  14.5  million  tons. 

Air.  Draper.  Yes. 

Air.  WiGGLESWORTH.  And  it  indicates  also  that  you  do  not  expect 
more  than  10.2  million  by  the  end  of  the  fourth  year  of  the  ECA  i)ro- 
gram.  To  what  extent  is  the  production  of  steel  being  held  down  by 
iigreement? 
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Mr.  Draper.  At  the  present  time  none  at  all.  In  the  planning, 
you  will  recall  that  under  the  quadripartite  decision  in  1946  the  allow- 
able output  for  all  of  Germany  was  set  at  5.8  million  tons,  with  the 
capacity  retained  at  7.5  million  tons,  but  an  actual  production  not  to 
be  raised  above  5.8  million  tons  without  quadripartite  agreement. 

In  the  British  and  American  zone,  based  upon  Russia's  refusal  to 
accept  the  economic  unity  plan,  the  British  and  Americans  have  dis- 
regarded that  decision  and  set  a  total — not  for  all  Germany  but  for 
the  British  and  American  zone  alone — of  some  10.7  million. 

This  is  still  under  that  10.7  million,  for  physical  reasons  and  not  for 
agreement  reasons. 

Whether  we  can  get  over  that  10.7  million,  or  whether  we  can  reach 
that  at  the  end  of  the  4  years  is  a  matter  of  determination  either  before 
or  at  that  time,  but  during  this  period,  so  far  as  our  authority  and  the 
British  have  been  able  to  estimate,  it  is  a  physical  limitation  and  not  an 
agreement  limitation.     Am  I  right,   Colonel  Wilkinson? 

Mr.  Wilkinson.  That  is  correct, 

Mr.  WiGGLESwoRTH.  To  what  extent  has  the  field  for  building  up 
exports  and  increasing  production  been  explored? 

Mr.  Draper.  I  am  going  to  ask  Colonel  Wilkinson,  who  is  in  charge 
of  the  economic  section  of  General  Clay's,  to  discuss  that. 

Mr.  Wilkinson.  The  production  of  steel  at  the  present  time  is  one 
of  the  top  priority  activities.  Food  and  agriculture  is  always  the 
No.  1.  No.  2  is  the  production  of  coal;  No.  3,  transportation,  and 
No.  4  is  steel  production. 

We  have  in  the  Ruhr  at  the  present  time  a  technical  committee  con- 
sisting of  the  best  steel  experts  that  we  have  been  able  to  get  from  our 
own  area,  both  the  United  States  and  from  the  United  Kingdom  side, 
together  with  some  of  the  best  German  experts,  spending  some  3 
months  in  going  from  plant  to  plant  and  talking  with  the  govern- 
mental and  military  government  authorities  on  the  ground,  and  with 
instruction  from  General  Clay  and  General  Robertson  to  take  imme- 
diately such  action  as  necessary  to  break  the  bottleneck  for  stimulating 
the  production  of  steel  up  to  what  economically  they  can  afford  to 
export.  There  is  no  policy  limitation  whatsoever  in  the  amount  of 
steel  they  can  produce  in  the  next  4  years.  We  are  trying  to  get 
everything  possible  done. 

Mr.  WiGGLEswoRTH.  When  does  the  3-month  period  end? 

Mr.  Wilkinson.  They  have  been  acting  as  a  committee  now  some 
2  months,  I  believe. 

Mr.  Draper.  There  was  a  statement  made  yesterday,  I  believe, 
that  there  have  been  several  meetings  during  the  past  30  to  60  days. 

Mr.  Wilkinson.  In  the  month  of  April  the  rate  jumped  to  a  level 
which  would  produce  4.2  million  tons  per  annum,  which  is  away  above 
anythmg  that  had  been  anticipated.  The  total  increase  this  year  is 
about  25  percent  over  the  rate  we  had  for  last  year. 

Mr.  Stefan.  Wliat  was  the  rate? 

Mr.  Wilkinson.  The  rate  of  increase? 

Mr.  Stefan.  Yes;  what  was  the  rate  of  production? 

Mr.  Wilkinson.  In  April  4.25  million,  on  an  annual  basis. 

Mr.  Draper.  We  are  planning  on  hitting  the  5.5  production  for  the 
entire  year. 

Mr.  Engel.  You  are  the  economic  adviser  to  Mr.  Clay? 

Mr.  Wilkinson.  Yes. 
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Mr.  Engel.  You  took  Mr.  Pollock's  place? 

Mr.  Wilkinson,  I  took  General  Draper's  place. 

Mr.  Engel.  Who  has  the  position  held  by  Mr.  Pollock? 

Mr.  Wilkinson.  That  position  no  longer  exists. 

Mr.  Draper.  Mr.  Pollock  was  adviser  on  Germany's  internal 
government  structure. 

Mr.  Engel.  That  is  right. 

Mr.  Case.  Is  he  the  man  who  was  responsible  for  setting  up  the 
proposed  representation? 

Mr.  Draper.  No,  I  would  not  say  he  was.  He  Avas  a  special 
adviser,  but  did  not  appear  in  the  line  of  command.  General  Parkman 
headed  the  top  governmentalj  ob;  Dr.  Litchfield  was  deputy.  The 
proposal  for  representation  I  believe  was  assigned  by  General  Clay. 

Mr.  Engel.  Colonel  Wilkinson,  I  am  sorry,  I  have  not  been  here 
to  hear  all  the  discussion;  I  have  been  down  on  the  Army  Air  Force 
hearings  and  will  have  to  get  back  for  consideration  of  a  supplemental, 
but  I  am  very  intensely  interested  in  this. 

On  the  basis  of  the  comparison  with  1936  every  nation  in  the  world, 
of  course,  would  have  made  or  will  make  progi'ess  beyond  1936,  so 
that  Avhen  you  have  reached  the  1936  base  you  are  still  14  or  15  years 
behind. 

Mr.  Draper.  Yes. 

Mr.  Engel.  Do  you  have  any  limitation  on  production  now? 

Mr.  Draper.  No.  We  are  simply  taking  that  as  a  basis  upon  which 
to  make  comparisons. 

importance  of  GERMAN  PRODUCTION  UPON  EUROPEAN  RECOVERY 

Mr.  Engel.  I  was  over  there  in  1945  at  the  conclusion  of  hostilities, 
with  the  committee,  and  I  spent  quite  a  little  time  talking  with  indi- 
viduals. I  came  to  the  conclusion  at  that  time  that  any  European 
recovery  will  rest  a  lot  on  Germany's  production,  particularly  with 
respect  to  steel.  In  other  words,  it  would  be  like  taking  Youngstown, 
Pittsburgh,  and  Cleveland  steel  industry  out,  with  what  that  means  to 
American  factories,  what  it  means  to  transportation  and  everything 
else. 

I  was  told  at  that  time  that  Germany  as  a  whole  had  never  been 
more  than  85  percent  self-sufficient  from  an  agricultural  point  of  view. 

Mr.  Wilkinson.  Yes. 

Mr.  Draper.  Probably  a  little  less  than  that — around  80  percent. 

Mr.  Engel.  I  was  also  told  that  so  far  as  Germany  was  concerned, 
in  the  American  zone  and  now  adding  the  British  zone  that  they  were 
still  lower,  from  the  percentage  standpoint,  of  agi*icultiu'al  needs. 

Mr.  Wilkinson.  About  50  percent. 

Mr.  Engel.  That  means  that  they  have  to  depend  upon  exports  to 
finance  the  amount  they  obtain  to  the  extent  of  50  percent. 

Mr.  Draper.  That  50  percent  is  for  the  city  people,  not  50  percent 
of  the  people;  that  is  not  as  far  as  feeding  people  on  the  farm,  but  they 
still  have  a  very  substantial  amount  of  people  who  are  nonsuppliers. 

Mr.  Engel.  Yes.  Steel  production,  and  of  course  coal  means 
steel,  is  the  key  to  a  large  percentage  of  the  things  they  require  to 
export. 

Mr.  Wilkinson.  Yes. 
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NECESSITY   FOR  GERMAN   PRODUCTION   OF  HEAVY   STEEL  PRODUCTS 

Mr.  Engel.  What  percentage  of  the  steel  production  for  export  will 
be  what  might  be  termed  the  nonindustrial  items?  You  see  what  I 
am  getting  at? 

Mr.  Draper.  Heavy  and  light  products. 

Mr.  Engel.  Yes;  what  I  am  getting  at  is  this:  At  that  time,  1945, 
it  was  felt  that  in  carrying  through  the  recovery  of  the  German 
economy  there  should  be  no  production  of  the  heavy  steel  items,  that 
might  become  a  war  potential.  Do  you  still  have  that  thought  in 
mind,  are  you  still  carrying  that  out? 

Mr.  Wilkinson.  The  figure  that  was  given  you  of  10.7  million  tons 
per  annum  is  calculated  to  provide  the  amount  of  steel  that  is  necessary 
to  maintain  the  mternal  German  economy  and  provide  the  raw  mate- 
rials for  the  manufacture  of  a  volume  of  exports  which  will  permit 
Germany  to  be  self-supporting. 

Mr.  Engel.  Volume  of  exports  of  all  kinds? 

Mr.  Draper.  That  includes  the  heavy  as  well  as  the  light  products, 
and  I  think  there  are  charts • 

Mr.  Engel.  I  am  convinced,  and  I  was  told,  that  Germany  could 
not  recovery  fully,  that  she  could  not  make  up  this  deficit 

Mr.  Draper.  On  light  manufactured  articles? 

Mr.  Engel.  Yes;  in  other  words  that  she  would  have  to  go  into 
heavy  industrial  production. 

Air.  Draper.  Yes. 

Mr.  Engel.  Are  you  letting  her  go  into  heavy  industrial  items? 

Air.  Wilkinson.  There  is  no  policy  restriction  whatsoever. 

Mr.  Draper.  The  locomotive  works  at  Essen  are  making  loco- 
motives, and  there  was  an  agreement  to  that  effect;  at  least,  we  do 
have  an  agreement  that  for  the  next  2  or  3  years  they  would  repair 
locomotives. 

Air.  Engel.  The  whole  purpose  of  this  program,  as  far  as  Germany 
is  concerned,  is  to  bring  back  production  for  exports  so  she  can  pay 
for  the  things  she  receives  to  be  able  to  raise  her  standard  of  living. 

Air.  Wilkinson.  Yes. 

Air.  Draper.  There  is  no  question  about  that.  General  Clay, 
Secretary  Royall,  Secretary  Forrestal,  and  Secretary  Alarshall  are  all 
agreed  on  that;  there  is  no  question  about  it. 

REQUIREMENTS   TO    BRING    BACK    GERMAN    PRODUCTION    TO    NORJMAL 

Mr.  Engel.  I  was  rather  disappointed  and  have  been  disappointed 
at  the  progress  you  have  made  in  steel  production,  which  would 
normally  be  about  13.5  million  tons  in  the  two  zones.  What  was 
Germany's  normal  production  in  prewar,  steel  production? 

Mr.  Wilkinson.  All  over  Germany? 

Mr.  Engel.  Yes. 

Mr.  Wilkinson.  She  had  a  capacity  of  approximately  24,000,000 
tons,  but  I  believe  the  highest  she  ever  operated  was  at  about 
20,000,000. 

Mr.  Draper.  Nineteen  or  twenty  million,  and  that  was  under  the 
full  war  draft. 

Air.  Engel.  You  give  her  14.5  million  for  1936  in  our  zone,  the 
two  zones? 
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Mr.  Draper.  Yes. 

Mr.  Engel.  What  would  bo  the  required  production  in  1948  or 
1950  basis  to  brini:  her  back? 

Mr.  Wilkinson.  The  figure  of  10.7  inilhon  is  calculated  to  enable 
Germany  to  balance  her  imports  and  exports  at  a  standard  of  living 
for  the  entire  community,  which  is  about  80  percent  of  the  1936 
standard  of  living. 

DISCUSSION    OF    PHILOSOPHY    OF    CURTAILING    GERMAN    PRODUCTION   TO 
BUILD    UP    TRADE    OF    OTHER    EUROPEAN    COUNTRIES 

Mr.  Engel.  In  other  words,  here  we  have  a  country  around  which 
the  economy  of  Europe  revolved,  and  around  which  it  is  going  to 
revolve  again.  You  cannot  go  out  into  the  brush  of  northern  Michi- 
gan and  put  in  a  steel  plant.  You  have  to  go  where  the  coal  is,  and 
you  have  to  go  where  you  have  the  know-how,  and  we  are  still  talk- 
ing about  80  percent  of  the  1936  standard  of  living. 

Mr.  Draper.  That  is  only  because  of  the  physical  limitation  on 
reaching  higher  than  that.  If  EGA  will  increase  our  allocations, 
and  if  we  can  get  more  and  better  Swedish  iron  ore  than  we  have 
planned  on,  and  if  we  can  get  more  steel  to  go  in  there  for  repairs  it 
will  increase. 

Mr.  Engel.  I  am  not  discussing  our  hope  about  Germany,  and 
ever  bringing  her  up  to  a  higher  standard  of  living.  What  I  am  discuss- 
ing is  the  philosophy  of  holding  them  down  to  80  percent. 

Mr.  Draper.  There  is  no  such  philosophy. 

Mr.  Engel.  Well,  they  had  that  philosophy,  did  they  not? 

Air.  Draper.  I  agree,  but  there  is  now  no  such  philosophy. 

Mr.  Case.  But  is  there  not  a  philosophy,  General  Draper,  of  build- 
ing the  other  nations  of  Europe  up  above  their  1936  and  theii-  1938 
level  in  order  that  they  may  supply  a  part  of  the  vacuum  of  nonproduc- 
tion  Ijy  Germany? 

Mr.  Draper.  I  think  that  is  probably  true.  That  is  not  in  the 
Department  of  the  Army. 

Air.  NiTZE.  That  is  not  in  anyone's  mind 

Air.  Case.  And  the  thing  that  has  bothered  me  all  through  these 
hearings  on  this  EGA  request  is  that  it  would  appear  that  we  are 
building  up  these  other  nations  of  Europe  to  take  over  the  markets 
which  Germany  is  able  to  supply,  and  then  when  we  get  to  the  position 
where  we  are  trying  to  get  Germany  up  even  to  80  percent,  and  you 
are  not  up  to  80  percent  of  1936,  which  is  your  target,  when  we  have 
built  up  these  other  countries  up  above  their  1938  level,  then  you  get 
to  the  point  where  you  want  to  build  Germany  up  to  even  with  its 
1936  level 

Air.  Engel.  To  80  percent  of  their  1936  level. 

Air.  Case.  Yes,  but  sometime  they  will  want  to  pass  that,  and  they 
are  not  even  up  to  80  percent  now,  then  you  are  going  to  have  com- 
petition for  markets  which  will  make  the  whole  thing  collapse.  Aly 
own  feeling  is  that  the  production  of  western  Germany  is  the  key  to 
the  recovery  of  Europe  and  that  we  should  place  more  emphasis  on 
getting  Germany  back  to  at  least  100  percent  of  1936  rather  than 
building  all  the  competing  countries  up  above  1938. 

Air.  Draper.  When  I  said  it  was  possible  there  was  feeling  of  that 
kind  anysvhere  else,  I  did  not  mean  that  that  is  the  view  of  any 
department. 
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My  own  feeling  tends  to  agree  with  you. 

I  do  believe  that  the  action  as  a  whole,  in  view  of  the  impelling 
political  and  economic  considerations,  which  our  former  allies  rep- 
resent, and  the  whole  idea  of  western  European  solidarity,  in  view  of 
all  of  those  factors,  I  believe  that  the  figures  that  have  been  developed 
for  aid  to  Germany,  in  spite  of  the  ex-enemy  angle  and  all  of  the  rest 
of  it,  and  the  past  Morgenthau  theories,  which  you  know  as  well  as  I, 
represent  a  reasonable  compromise  of  those  views  under  the  present 
conditions,  particularly  inasmuch  as  the  whole  plan  and  the  whole 
economic  recovery  legislation  permits  of  flexibility. 

I  have  already  had  talks  along  the  line  you  are  speaking  of  with 
Mr.  Hoffman  and  the  future  will  tell;  it  is  my  belief  that  the  philosophy 
that  you  have  expressed,  is  correct  and  becomes  more  and  more 
apparent  as  time  goes  on  and  whatever  necessary  adjustments  are 
called  for  will  probably  be  made. 

I  believe  I  stated  yesterday  that  the  increase  of  raw  material  into 
Germany  with  its  unused  capacity,  unused  labor  and  unused  skills  at 
the  present  time  will  have  a  greater  effect,  I  believe,  than  in  any 
other  country  from  an  economic  sense. 

Mr.  Nitze,  w^ould  you  like  to  add  anything  to  that? 

Mr.  NiTZE.  That  is  right. 

Mr.  Engel.  Wliat  I  am  concerned  about  and  have  been  since  1945 
about  the  whole  program,  and  I  am  not  an  economist  by  a  long 
ways 

Mr.  Draper.  Neither  am  I.  You  know,  Secretary  Stimson  used 
to  say  that  an  economist  was  a  long-haired  professor  with  a  frayed 
coat,  wearing  a  watch  chain  with  a  Phi  Beta  Kappa  key  on  one  end 
and  no  watch  on  the  other. 

Mr.  Engel.  I  do  not  agree  with  him  on  that  at  all.  I  have  the 
greatest  admiration  and  regard  for  economists,  and  I  try  to  follow 
them  in  some  cases,  and  I  think  they  are  doing  a  good  job.  I  am 
not  an  economist. 

Mr.  Draper.  Well,  I  did  not  mean  that  disparagingly. 

Mr.  Case.  You  ought  to  give  Mr.  Wilkinson  a  chance  for  rebuttal 
there. 

Mr.  Draper.  I  had  his  job  before,  so  I  am  hitting  myself  also. 

Mr.  Engel.  Let  us  take  just  one  product,  cotton.  Before  World 
War  I  we  raised  about  12,000,000  to  15,000,000  bales  of  cotton  a  year. 
We  exported  about  50  percent  of  that.  I  think  12,000,000  bales  is 
closer  to  the  actual  figure.  The  people  to  whom  we  exported  cotton 
were  Germany,  Japan,  England,  and  Russia  taking  some  of  it. 

After  World  War  I  we  found  ourselves  in  the  position  where 
Germany  was  in  such  a  condition  that  she  could  not  buy  cotton  for  a 
long  time.  We  refused  to  trade  with  Russia.  That  left  us  with 
two  customers,  Japan  and  Great  Britain,  with  the  result  that  we 
began  to  pile  up  our  cotton  in  the  warehouses,  buying  the  cotton  with 
American  taxpayers'  money  and  storing  it  in  the  warehouses. 

Now,  we  are  going  into  a  program  here,  and  we  are  going  out  here, 
and  we  have  Great  Britain  with  greatly  reduced  purchasing  power 
which  we  hope  will  be  restored,  and  we  look  toward  China,  but  I 
cannot  see  any  hope  of  any  market  for  any  large  amount  from  China, 
and  we  are  refusing  to  trade  with  Russia. 

Mr.  Draper.  Not  quite;  no. 

Mr.  Engel.  Well,  I  mean  justified  or  unjustified 
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Afr.  Draper.  No;  but  not  in  certain  items. 

Mr.  Engel.  Yes;  but  if  you  wore  to  <2:o  out  and  start  trading  with 
Russia  tomori'ow  morning  3^ou  would  have  a  howl  all  over  the  countr^^ 
about  it.  They  are  just  cutting  off  their  noses  to  spite  their  faces  by 
not  trading  with  these  countries. 

So,  Germany,  Japan,  and  Russia,  three  of  our  biggest  customers 
arc  out.  To  whom  are  we  going  to  sell  our  cotton  when  we  are  talking 
about  holding  Germany  to  80  percent  of  the  1936  level?  The  sole 
people  to  sell  to  are  England  or  Great  Britain,  and  the  result  is  going 
to  be  that  if  we  follow  that  policy  that  we  are  going  to  pile  up  our 
cotton  in  the  warehouses  here,  and  we  are  going  to  have  a  depression 
just  like  we  had  before,  and  nobody  can  stop  it. 

Mr.  Draper.  We  hope  we  can  count  on  you  for  support  of  a  bill 
on  which  I  appeared  the  day  before  yesterday  which  will  set  up  a 
$150,000,000  revolving  fund  to  supply  cotton  to  Germany  and  Japan 
which  will  give  some  outlet. 

Air.  Engel.  That  is  the  reason  I  have  gone  along  with  this  program. 
Over  and  over  again,  and  in  1945  I  said  we  cannot  perpetually  con- 
tinue to  feed  them.  It  is  the  old  question  of  whether  you  are  going 
to  pay  a  man  for  raking  leaves  or  let  him  produce  something  that  he 
can  sell. 

Mr.  Draper.  Yes,  sir. 

Mr.  Engel.  That  is  the  basis  on  which  I  am  going  along,  but  that 
policy  which  Europe  is  trying  to  follow — I  will  not  say  our  policy 
necessarily — but  one  which  it  is  difficult  for  us  to  get  around — based 
upon  the  curtailment  of  production  of  Germany,  and  which  means  the 
curtailment  of  purchasing  powder,  I  do  not  see,  and  I  am  perfectly 
frank  about  it. 

ADVISABILITY  OF  RELATING   PRODUCTION   GOAL  IN   GERMANY  TO 

SALVAGING    OF    SCRAP 

Air.  Case.  Of  course,  the  present  policy  is  to  export  dollars  so  as  to 
balance  trade  and  create  a  demand  for  cotton,  tobacco,  and  what  not, 
but  Air.  Engel  has  expressed  his  interest  many  times  in  a  subject  in 
which  I  have  always  followed  him  with  a  great  deal  of  enthusiasm, 
and  that  is  the  scrap  situation  in  Germany. 

I  am  going  to  put  this  in  as  a  statement  because  I  would  like  to 
have  General  Draper's  comment  on  it.  It  is  my  personal  belief 
that  if  the  Germans  were  told  you  can  increase  your  calories  by  800, 
and  you  can  increase  the  amount  of  cotton,  raw  cotton  imported  by 
w^hatever  amount  you  want  to  operate  your  textile  mills,  provided  you 
will  pay  for  that  increase  by  sending  us  some  scrap  iron  that  they 
.would  respond  to  it.  I  just  do  not  understand  w^hy  we  do  not  set  up 
these  increased  goals  for  Germany  upon  the  basis  of  their  salvaging 
and  bringing  to  our  shores  scrap  iron  and  other  scrap  that  is  available 
in  Germany.  To  bring  it  to  our  shores  we  would  have  to  agree  with 
them  for  the  charter  of  some  of  our  slow  Liberty  ships,  but  we  could 
do  that  if  the  thing  were  worked  out. 

Mr.  Draper.  There  are  tw^o  contrasting  forces  or  viewpoints  there 
from  an  economic  sense. 

There  is  a  great  deal  of  scrap  there,  obviously,  millions  of  tons  of 
scrap  in  ruined  buildings  in  Germany. 

Mr.  Case.  Yes;  and  in  the  port  of  Hamburg,  miles  of  it. 


56 

Mr.  Draper.  There  is  a  conflicting  economic  view  as  to  whether 
the  removal  of  that  scrap  to  this  country  would  interfere  with  and 
make  impossible  what  Mr.  Engel  has  spoken  about  just  before  this, 
the  development  of  steel  tonnage  in  Germany  because  with  the  present 
low-grade  ores  which  are  available  there  it  takes  a  charge  of  about  50 
percent  of  scrap  m  each  furnace,  and  the  difficulties  in  the  way  of 
collection  of  large  quantities  of  scrap,  such  as  the  lack  of  acetylene 
gas  and  the  lack  of  transportation  to  make  il  effectively  available  are 
tremendous. 

We  sent  about  3  months  ago,  or  the  Government  sent,  men  headed 
by  the  Department  of  Commerce  with  the  Army,  State,  and  other 
Departments  represented,  to  Germany  to  review  this  whole  subject. 
That  committee  is  back,  and  its  report  is  now  available,  and  I  would 
be  very  glad  to  make  it  available  to  you  if  you  have  not  seen  it.  A 
governmental  committee  is  in  existence  today  and  is  considering  that. 

I  have  had  discussions,  and  the  committee  has  had  with  the  steel 
industry  who  are  represented  on  the  mission. 

There  is  at  the  present  time  negotiation  going  on  for  at  least  two 
fairly  sizable  export  contracts  for  steel  scrap ;  but  if  a  sizable  quantity 
of  steel  scrap  under  present  conditions  and  with  the  amounts  now 
available  is  removed  from  Germany  and  brought  back  here,  greatly 
as  it  is  needed  here,  and  I  do  not  minimize  that,  it  will  certainly  to  a 
degree,  and,  perhaps,  to  a  large  degree,  interfere  with  attaining  the 
amount  we  expect  to  realize  as  shown  you  on  chart  No.  4b. 

j\Ir.  Case.  That  is  a  conclusion,  and  to  convince  me  of  the  sound- 
ness of  it  I  would  have  to  see  some  very  definite  figures.  I  read  the 
other  day  that  50,000,000  tons  of  scrap  had  been  exported  to  Czecho- 
slovakia. 

Mr.  Draper.  I  made  that  contract  personally.  It  was  50,000  tons, 
and  3,000  tons  of  the  50,000  have  gone  forward  in  the  last  few  months. 
That  contract  was  made  about  a  year  or  more  ago,  or  a  year  and  a 
half  ago.  It  was  made  for  very  good  and  sufficient  reasons.  Potatoes 
from  Czechoslovakia  and  browm  coal  were  needed  in  Germany. 

Mr.  Case.  If  that  was  a  good  and  sound  reason  whv  could  we  not 
say  to  the  Germans  here  is  some  more  potatoes  and  some  more  wheat 
in  the  United  States  and  if  you  will  send  us  some  scrap,  you  can  raise 
your  diet  by  so  many  calories  if  you  will  get  busy  and  send  us  some  of 
this  scrap  whicti  is  over  there. 

I  thmk  they  would  respond  to  that. 

Ivlr.  Engel.  Who  controls  the  Foreign  Liquidation  Commission, 
the  State  Departmeat,  or  who  do  they  come  under? 

Mr.  Draper.  That  is  under  the  State  Department. 

Mr.  Engei  .  Under  the  State  Department? 

Mr.   Draper.  Yes,   sir. 

Mr.  Engel.  Of  all  of  the  cock-eyed  poHcies,  and  I  mean  just  cock- 
eyed policies,  that  I  ever  heard  of  it  was  the  one  that  they  used  in  the 
Pacific  on  scrap. 

Here  is  what  happened:  They  made  a  deal  to  sell  scrap  in  the  Pacific, 
everything  outside  of  Japan  to  China  on  credit. 

Then  China  made  an  agreement  with  a  Chinese-American  company 
located  in  San  Francisco,  made  up  of  Americans  to  sell  them  the 
scrap,  and  then  they  make  an  agreement  with  a  New  York  company, 
Lippert  &  Co.,  I  think  it  was,  for  cutting  it  up  and  for  delivering  it 
in  the  United  States,  and  when  it  is  all  wound  up  we  give  China 
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credit  for  the  scrap  and  they  get  the  dollars  from  us.  We  buy  our 
own  scrap  back  from  them  for  dollars  after  having  given  them  credit 
for  the  scrap. 

Mr.  Draper.  I  did  not  know  about  that. 

Mr.  Engel.  I  know  about  it  and  that  it  happened.  The  Foreign 
Liquidation  Commission  sold  all  of  the  scrap  in  the  Pacific,  outside 
of  Japan  itself,  to  Chuia  on  credit.  Then  China  turned  around  and 
made  a  deal  with  a  San  Francisco  company,  an  American-Chinese 
company,  I  forget  the  name  of  the  company,  but  they  were  Ameri- 
cans, whereby  they  would  buy  the  scrap  back  for  dollars,  which  A\e 
had  sold  to  them  on  credit,  om*  own  scrap,  and  then  that  company 
made  a  deal  with  Lippert  &  Co.,  I  think,  in  New  York,  to  cut  the 
scrap  up,  and  when  it  all  winds  up  we  have  sold  the  scrap  to  China 
for  credit,  which  will  never  be  converted  into  dollars,  and  then  we 
have  bought  it  back  from  China  through  this  San  Francisco  company 
for  dollars.  That  is  the  most  cockeyed  thing  I  have  ever  heard  of 
in  my  life.  If  they  could  make  it  any  more  complicated  or  any  more 
cockeyed  I  do  not  know  how. 

The  only  redeeming  feature  about  it  is  that,  in  the  final  analysis, 
we  are  permitted  to  buy  our  own  scrap  back  for  dollars,  which  scrap 
went  to  China  on  a  note  which  will  never  be  paid.  Talk  about  cock- 
eyed policies,  whoever  is  responsible  for  that  ought  to  be  taught 
something  about  American  dollars. 

;Mr.  Draper.  To  get  back  to  Mr.  Case's  question  I  would  like,  at  a 
convenient  time,  to  give  you  a  copy  of  that  report,  Mr.  Case. 

Mr.  Case.  Yes;  I  would  like  to  see  it. 

Can  you  tell  me,  or  can  someone  else  here  tell  me,  whether  those 
chm-cli  bells  are  still  along  the  wharf  at  Hamburg?  There  were 
thousands  of  them  there  when  we  were  over  there. 

Colonel  Andrews.  No,  I  could  not. 

Mr.  Case.  I  understood  that  some  of  them  were  being  returned  to 
the  churches. 

]\Jr.  Wilkinson.  Every  one  of  them  that  they  can  identify  is  going 
back. 

!Mr.  Case.  There  were  still  thousands  of  them  there  at  the  time  we 
were  there. 

Mr.  Wilkinson.  They  are  still  seeking  to  make  ultmiate  restitu- 
tion, and  the  communities  from  which  they  came  are  entitled  to  get 
them  back. 

^Ir.  Case.  I  think  that  is  true,  but  nobody  could  go  tlirough  the 
wrecked  ports  and  the  submarine  pens  and  all  of  that  area  without 
believing  that  there  is  ample  scrap  there  for  all  that  Germany  will 
need  to  get  back  to  the  10,700,000-ton  level  on  steel  and  at  the  same 
time  export  enough  scrap  to  pay  us  for  a  verj'  substantial  increase  in 
her  caloric  diet. 

Mr.  Wilkinson.  The  steel  required  in  the  first  year  of  ERP  is 
approximately  2,800,000  tons  of  scrap  for  the  German  steel  program 
alone. 

The  anticipated  export  of  scrap  during  the  fii'st  year  of  ERP  is 
1,200,000  tons.     That  makes  a  total  of  4,000,000  tons. 

In  this  country  that  is  not  an  enormous  amount.  In  Germany 
today  it  is  a  very  large  undertaking  indeed  to  process  that  scrap  and 
transport  it  and  to  get  it  aboard  ship.  If  we  actually  do  get  4,000,000 
tons  I  will  be  extremely  pleased. 


58 

Mr.  Draper.  There  is  one  other  angle  that  I  ought  to  mention  in 
this  connection  because  it  is  important,  and  that  is  that  up  until  this 
negotiation  that  I  speak  of,  and  there  are  people  over  there  from  tliis 
country  negotiating  now  for  a  sizable  scrap  contract,  until  the  interest 
of  that  particular  group  there  has  been  no  American  gruop,  as  far  as 
I  know,  who  were  willing  to  pay  the  price  that  could  be  obtained  for 
scrap  in  Europe  because  of  the  transport  costs  involved. 

Mr.  Case.  Of  course,  the  transport  costs,  I  IsJiow,  add  a  lot  to  that, 
but  that  would  be  modified  if  we  simply  chartered  some  of  our  idle 
ships  and  let  the  Germans  operate  them  for  bringing  the  stuff  over 
here.  You  add  the  commercial  transport  prices  to  scrap  and,  of 
course,  it  will  cost  a  lot  of  money  here,  but  if  we  put  it  in  terms  of 
incentive  and  the  Germans  were  told  you  deliver  this  scrap  to  us  and 
you  can  take  back  wheat  which  will  not  be  charged  to  your  other  diet 
they  would  come  over  and  get  the  wheat. 

Mr.  Draper.  We  would  be  delighted  to  have  Liberty  ships  or  any 
others  which  are  not  being  used  chartered  to  be  used  by  the  Germans. 

Mr.  Case.  I  know,  but  you  try  to  do  it  so  that  it  becomes  difficult, 
and  it  makes  it  difficult  legislatively  to  accomplish  it.  If  the  military 
government  as  an  agency  of  the  Government  would  simply  charter 
them  to  the  Germans  and  retain  title  to  them  instead  of  selling  them 
you  could  do  it,  but  if  you  have  proposals  for  the  Congress  to  author- 
ize the  sale  of  some  of  those  ships  you  run  into  antagonism  of  the  ship 
owners,  the  maritime  owners,  and  a  lot  of  other  things. 

Mr.  Wilkinson.  In  answer  to  Mr.  Case's  remarks  regarding  the 
use  of  incentives  in  order  to  increase  the  steel  export,  we  have  just 
approved  a  program  under  which  the  exporter  of  steel  scrap  is  per- 
mitted to  use  15  percent  of  the  export  proceeds  for  the  procurement 
abroad  of  those  items  which,  in  his  opinion,  will  expedite  the  increase, 
collection,  and  export  of  scrap. 

Five  percent  of  that  may  be  used  for  food,  to  be  passed  down  the 
line  to  the  local  scrap  collectors,  and  labor  on  the  ground.  A  further 
5  percent  goes  directly  to  labor  in  the  export  scrap  yard  that  can  be 
used  for  food  also,  and  the  remaining  5  percent  it  is  anticipated  will 
be  used  in  the  first  instance  to  purchase  shears,  balers,  and  presses. 

Mr.  Engel.  That  is  where  your  trouble  really  is,  right  there. 

Mr.  Wilkinson.  Just  before  we  left  last  Saturday  I  made  arrange- 
ments for  the  joint  export-import  agency  to  place  an  order  at  once  for 
up  to  half  a  million  dollars  worth  of  this  scrap  equipment  which  would 
be  advanced  to  the  scrap  dealers  and  then  officially  transferred  to 
them  as  the  payment  for  their  foreign-exchange  bonuses. 

We  believe  from  the  reception  which  this  plan  has  been  given  by 
the  German  governmental  authorities  as  well  as  the  scrap  trade  that 
it  is  going  to  mean  a  big  spurt  in  activity  in  the  amounts  of  scrap 
which  may  be  available. 

Mr.  Case.  That  is  moving  in  that  direction,  but  still  you  have  not 
said  anything  about  handling  the  transportation  item. 

Mr.  Draper.  The  plan  there,  and  as  Mr.  Engel  has  indicated,  we 
cannot  use  wheat  ships  because  they  are  not  appropriate  for  that 
purpose,  and  if  you  adjust  them  you  destroy  your  pipe  lines. 

Mr.  Engel.  It  costs  too  much. 

Mr.  Draper.  But  the  coal  ships  we  can  use,  and  they  could  carry 
coal  over,  not  to  Germany,  as  we  do  not  send  coal  to  Germany,  but  to 
other  European  ports,  and  bring  scrap  back. 
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Mr.  Case.  I  recognize  there  might  be  some  uneconomical  aspects 
of  it  if  we  translate  it  into  dollars  and  cents  in  our  economy  here  in 
America,  but  if  we  should  deal  with  the  German  export  agency  and 
let  them  be  sort  of  trading  for  food  on  the  proposition  they  would 
absorb  what  we  regard  as  uneconomical  costs  in  their  economy. 

Mr.  Draper.  If  we  can  get  the  sliips,  and  we  will  look  into  the 
question  of  whether  we  can  do  it  in  an  executive  manner  rather  than 
legislatively. 

Mr.  Kerr.  \Miy  is  it  impractical  to  use  that  scrap,  to  remelt  that 
scrap  in  Germany? 

Mr.  Draper.  That  is  what  we  are  doing. 

Mr.  Kerr.  \Vliy  should  we  transport  it  to  this  country? 

Mr.  Draper.  As  I  have  indicated,  sir,  there  are  conflicting  points 
of  view  on  that.  There  is  no  question  but  that  there  is  a  tremendous 
dearth  of  it,  from  the  limited  amount  of  our  own  production  of  scrap 
in  this  country,  and  it  is  also  true  that  there  is  a  tremendous  amount 
of  destroyed  building  scrap  from  war  damage  over  there.  I  feel  that 
if  all  that  were  available  it  would  be  enough  for  both  the  German 
economy  and  the  economy  here. 

The  difficulties  are  those  of  first  getting  it  from  the  private  owner. 
At  the  present  time  he  likes  to  hold  the  scrap,  which  is  a  thing,  rather 
than  to  have  the  marks. 

Mr.  Kerr.  They  could  use  it  for  the  purpose  of  getting  sometliing 
to  eat. 

\lr.  Draper.  Yes;  they  do,  and  that  is  the  intent  of  this  incentive 
plan  which  has  been  mentioned.  The  other  problems  involved  are 
getting  cutting  shears,  acetj'lene  gas,  transportation,  and  the  labor 
to  actually  gei:  it  over  here.     We  are  trying  in  a  limited  way  to  do  both. 

Mr.  Wilkinson.  I  was  about  to  say  to  Mr.  Case  with  complete 
frankness,  and  honesty,  you  should  not  be  left  with  the  impression 
that  in  military  government  in  Germany  we  are  convinced  as  members 
of  the  CEEC,  which  is  the  organization  set  up  in  Paris  for  collabora- 
tion with  the  ECA,  that  we  are  justified  in  disposing  of  au}^  large 
quantities  of  steel  scrap  outside  the  scope  of  the  European  recovery 
program  until  it  has  been  carefulh^  reviewed  by  the  best  economists 
and  the  governmental  authorities  here  in  the  United  States  as  well  as 
in  Europe  to  determine  that  the  over-all  interest  and  the  policies  of 
the  United  States  will  not  be  better  sensed  and  preserved  if  the  scrap  is 
used  in  European  countries. 

Mr.  ExGEL.  \Aliat  is  England  doing  about  taking  scrap  out  of  her 
zone  into  her  own  economy,  and  what  is  Russian  doing  about  taking 
scrap  out  of  her  zone  into  her  own  economy?  Are  they  taking  any 
scrap  back  to  England? 

Mr.  Wilkinson.  She  has  moved  up  to  the  end  of  1947  approxi- 
mately a  half  a  million  tons  of  so-called  booty  scrap.  They  considered 
it  as  captured  enemy  material  wliich  went  back  to  England. 

Mr.  Engel.  And  what  is  Russia  doing? 

Mr.  Wilkinson.  We  do  not  have  statistics  on  that.  We  know 
that  they  have  moved  it  whenever  they  could  get  men  sufficient  to 
move  it. 

Mr.  Case.  They  have  had  no  compunctions  about  moving  not 
merely  scrap,  but  in  fact  wiiole  plants. 

Mr.  Wilkinson.  Yes,  sir. 
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Mr.  Case.  In  the  meantime,  then,  while  we  are  waiting  for  this 
decision  which  you  suggested,  the  pohcy,  in  effect,  would  be  to  con- 
tinue to  export  from  this  country  our  own  raw  materials  in  the  form 
of  finished  products  to  add  to  the  articles  or  material  that  we  have 
moved  there  during  the  war  and  left  stranded  all  over  the  world  at 
the  exhaustion  of  our  own  resources,  ore,  and  other  materials? 

Mr.  Draper.  No,  sir;  I  would  like  to  take  issue  with  that. 

Mr.  Case.  I  hoped  that  somebody  would. 

Mr.  Draper.  The  policy  is  not,  I  believe,  as  you  stated  it,  but  we 
are  actually  negotiating  now  for  certain  scrap  contracts  to  come  over 
here.  I  cannot  say  how  large  those  will  be  at  the  moment,  but  we 
are  intending  to  follow  the  thing  through,  and  are  following  it  through 
with  this  governmental  committee  here  and  a  similar  group  in  the 
bizonal  area. 

I  would  be  very  glad  to  show  you  the  deliberations  of  that  body, 
Mr.  Case. 

Mr.  Case.  There  have  been  reports  in  the  press  that  some  of  our 
steel  industry  and  some  of  oiu'  other  industries  might  even  be  com- 
pelled to  shut  down,  or,  at  least,  limit  their  production  this  year 
because  there  was  not  sufficient  quantities  of  scrap  available. 

Mr.  Draper.  That  is  the  reason  we  have  this  committee  which  is 
giving  it  their  attention. 

Mr.  Stefan.  In  that  connection,  here  is  what  our  Department  of 
Commerce  says  about  it: 

Inadequate  supplies  of  iron  and  steel  are  causing  serious  bottlenecks  of  industrial 
production  and  represent  a  definite  threat  to  economic  stabilization — 

here  in  our  own  country. 

That  is  what  the  Department  of  Commerce  says  about  it. 

Mr.  Draper.  That  is  right.  I  was  chairman  of  this  committee 
that  I  spoke  of. 

We  have  87,000,000  tons  of  steel  being  produced  here,  and  we  have 
at  the  rate  of  4,200,000  tons  in  Germany.  It  is  a  question  of  whether  a 
ton  of  scrap  can  be  of  greater  value  to  the  American  economy  since  we 
have  taken  over  the  job  of  European  recovery  to  increase  the  4,200,000 
tons  there  or  in  a  percentage  which  would  infinitesimally  be  of  help 
here. 

prerequisites  for  recovery  of  GERMANY 

Mr.  Engel.  May  I  just  say  this,  before  concluding,  that  I  have 
always  felt  that  the  recovery  of  Germany  depends  primarily  on  three 
things,  first,  the  production  of  consumer  goods  within  Germany,  so 
that  the  farmer  who  sells  his  meat  can  take  the  proceeds  and  get  a 
pair  of  overalls  or  something  else  in  return. 

Mr.  Draper.  That  is  right. 

Mr.  Engel.  And,  second,  the  export  of  material  to  other  countries, 
bringing  back  raw  material  into  Germany. 

Mr.  Draper.  Yes,  sir. 

Mr.  Engel.  And,  third,  sound  currency. 

Mr.  Draper.  Yes,  sir. 

Mr.  Engel.  Which  would  be  a  medium  of  exchange  in  transferring 
goods  from  one  party  to  the  other.  In  other  words,  so  that  the 
meat-market  man  can  go  to  a  farmer  and  say,  "Here  are  so  many 
marks  or  francs  for  your  stock,"  and  he  knows  that  he  can  go  out 
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and  buy  a  pair  of  overalls  for  himself,  and  the  overall  man  takes  it 
and  knows  he  can  get  another  pair  of  overalls  from  his  wholesaler. 

Mr.  Draper.  I  am  afraid  that  you  are  an  economist  after  all. 

Mr.  Engel.  Those  ar(>  the  three  things  you  have  to  have  before 
you  can  bring  it  back,  and  I  think  you  have  made  fairly  good  progress 
along  two  lines,  and  I  am  hoping  that  you  will  make  progress  along 
the  third  line,  the  cuiTtmcy  line. 

Mr.  Draper.  Mr.  Chairman,  I  presume  the  session  is  nearly 
closed  for  the  morning,  and  I  would  suggest,  if  I  may,  that  as  to  the 
several  different  items  that  these  gentlemen  could  take  them  up,  and 
I  am  sui^e  that  Mr.  Voorhees  coidd  go  through  his  items  after  which 
the  other  gentlemen  could  present  theirs. 

Mi-.  WiGGLESwoRTH.  I  think  we  should  take  them  up  by  project. 
There  are  about  10  projects. 

]Mr.  Draper.  Yes,  sir.  Mr.  Voorhees  is  prepared  to  do  that  with 
these  other  people  here. 

Then  I  think  that  you  would  want  a  brief  statement,  at  least,  from 
Colonel  Willdnson  on  industrial  conditions  over  there. 

Colonel  Blumenfeld  is  prepared  then  to  go  into  any  detail  you  care 
to  have  about  the  projects  from  EC  A  which  will  supplement  the  food 
program,  and  then  I  would  like  to  make  a  statement  at  a  convenient 
time  to  the  committee  about  the  Japanese  and  Korean  picture  and 
the  discussions  that  I  have  had  with  Mr.  Taber  and  Senator  Bridges 
on  the  general  idea  of  the  recovery  program  for  Japan  and  Korea,  so 
that  w^e  can  do  the  same  thing  there  which  you  are  arguing  is  so  neces- 
sary in  Germany. 

Sir.  WiGGLESw^ORTH.  That  is  Mr.  Voorhees  and  Colonel  Wilkinson? 

Mr.  Draper.  And  Colonel  Blumenfeld.  They  can  be  as  brief  or  as 
lengthy  as  the  committee  desires. 

Mr.  WiGGLESwoRTH.  And  yourself? 

Mr.  Draper.  Yes,  sir. 

Mr.  Kerr.  I  am  convinced  that  you  gentlemen  who  sit  on  the  other 
side  of  the  table  are  just  as  much  interested  in  taking  care  of  the  laws 
of  this  country  and  the  requirements  that  you  think  you  are  respon- 
sible for  as  we  who  sit  on  this  subcommittee. 

Mr.  Draper.  Yes,  sir;  we  are  trying  to  do  that,  sir. 

Mr.  Kerr.  I  have  been  greatly  impressed  with  the  fine  approach 
that  the  administrative  officers  of  the  program  have  made  in  dealing 
with  these  situations  which  are  unparalleled  before  in  history.  Noth- 
ing like  it  has  ever  occurred,  and  I  think  the  Members  of  Congress, 
as  a  whole,  are  in  sympathy  with  you  gentlemen  and  will  endeavor, 
as  far  as  possible,  to  confirm  what  you  do.  In  other  words,  you  have 
a  big  job  to  handle,  and  I  have  great  faith  and  confidence  in  your 
ability,  and  I  am  sui'e  that  this  committee  has,  and  we  want  to  col- 
laborate with  3^ou  and  cooperate  with  you  as  fully  as  possible. 

Mr.  Draper.  Judge,  I  would  like,  for  the  record,  to  say  that  the 
American  people  are  very  fortunate  in  having  General  Clay,  General 
AlacArthur,  and  General  Hodge  there  in  command  of  these  operations. 

Never  in  history  has  a  military  commander  been  called  on  to  carry 
not  only  the  military  but  the  political  and  economic  and  governmental 
load  that  those  officers  have  been  called  on  to  carry  during  this  3 
years,  and  I  think  that,  certainly,  the  Department  of  tin-  Army,  and 
I  believe  the  American  people  as  a  whole,  are  very  fortunate  in  having 
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had  three  men  who  have  developed  the  abihty  to  cope  with  those 
problems.     I  would  just  like  to  put  that  on  the  record. 

Mr.  Kerr.  I  agree  with  what  you  say,  and  I  am  sure  this  committee 
does.  We  want  to  be  helpful,  and,  of  com-se,  we  will.  We  realize  the 
great  job  you  have  to  do,  and  we  want  to  be  helpful. 

Mr.  Draper.  We  appreciate  that,  Judge  Kerr,  and  all  during  the 
past  year  when  I  have  had  the  opportunity  of  appearing  before  this 
committee — ^and  the  same  thing  is  true  of  the  Senate  committee — we 
have  appreciated  the  sympathetic  understanding  and  the  financial 
support  that  your  committee  and  that  the  Senate  committee  has 
given  us. 

General  Statement  of  Economic  Advisor  to  Office  of 

Military  Government 

Mr.  WiGGLESwoRTH.  Gentlemen,  we  have  Colonel  Wilkinson,  the 
economic  adviser  to  the  Office  of  Military  Government,  with  us  this 
afternoon 

I  know  we  will  be  glad  to  hear  anything  he  cares  to  tell  us  about 
conditions  over  there. 

Mr.  Wilkinson.  Sir,  it  is  always  a  privilege  to  be  able  to  address 
this  distinguished  group,  and  I  am  very  happy  that  on  this  occasion 
I  am  able  to  draw  a  rather  more  encouraging  picture  than  when 
I  last  saw  you. 

WEATHER 

I  think  we  can  literally  thank  God  for  that  fact.  He  gave  us  a 
very  mild  winter,  which  has  allowed  us  to  come  tlu-ough  to  the 
spring  at  a  very  high  rate  of  industrial  activity,  instead  of  having 
suffered  the  very  serious  drought  which  has  occurred  in  the  past  two 
winters.  The  mild  weather  kept  the  people  themselves  from  becoming 
too  cold  as  a  result  of  their  very  small  allocations  for  household  heat- 
ing. It  kept  the  waterways  open,  so  that  we  were  able  to  move  our 
normal  amount  of  freight  and  of  coal.  The  hydroelectric  installations 
in  the  south  did  not  freeze  up.  There  was  plenty  of  rain,  and  we  were 
able  to  make  very  substantial  savings  of  coal  all  winter  long. 

The  rail  transport  was  not  interfered  with  by  severe  weather,  as 
it  had  been  the  previous  year.  All  in  all,  industry  did  not  suffer  in  the 
least  from  the  fact  that  it  was  winter  rather  than  summer. 

SUPPLY    OF    FOOD 

At  the  same  time  the  availability  of  food — and  thanks  again  to 
the  consideration  of  this  committee  for  the  availability  of  funds  to 
buy  that  food — -has  enabled  us  to  maintain  a  standard  of  feeding 
better  than  the  Germans  have  seen  heretofore  at  this  time  of  year. 

The  shortages  which  Colonel  Andrews  mentioned  to  you  yesterday, 
of  meat  and  certain  penalty  reductions  in  the  bread  ration,  have  led 
to  demonstrations  and  speeches  whose  inspiration  we  think  to  be 
found  very  largely  among  the  members  of  the  Communist  Party, 
but  the  fact  remains  that  across  the  board  the  German  people  are 
eatuig  better  this  spring  than  in  any  previous  spring  under  military 
government. 
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We  anticipate  that  this  improved  trend  will  be  continued  and  the 
Germans  themselves,  in  spite  of  these  strikes,  are  far  more  optimistic 
about  the  food  prospects  than  we  have  ever  seen  them. 

GERMAN    ECONOMIC    RECOVERY    PLAN 

Taking  all  of  these  hopeful  developments  into  account  the  German 
Economic  Administration,  with  the  assistance  and  counsel  of  the 
allied  advisers  in  Frankfurt,  has  prepared  a  detailed  economic  recovery 
plan  for  the  bizonal  area  which  has  been  submitted  to  the  continuing 
organization  for  European  economic  cooperation  in  Paris  an.d  is  being 
incorporated  there  in  their  over-all  broad  presentation  which  is  to  be 
made  to  the  Administrator. 

The  plan  as  prepared  by  the  Germans  is  not  identical  with  the  figures 
which  have  been  presented  to  you.  That  is  natm-al  enough  since  the 
figures  you  have  were  prepared  bj  the  allied  officers  in  Germany  in  the 
first  instance,  and  then  later  reworked  by  the  various  branches  of  the 
executive  department  li ere  in  Washington;  but,  by  and  large,  there  is 
no  great  difl'erence  of  substance  nor  of  quantity  between  the  new 
detailed  German  plan  and  the  broad  plan  which  you  have  before  you. 

The  only  limitation  which  was  imposed  on  the  Germans  in  putting 
forward  theu"  proposal  was  one  of  realism.  We  did  not  want  them 
biting  ofl"  more  than  they  could  chew. 

The  limitations  on  the  German  economic  recovery  which  I  have 
stressed  many  times  in  the  past — coal,  transportation,  power,  man- 
power, and,  of  course,  always  food — will  continue  to  restrict  the  degree 
of  economic  recovery  which  we  can  look  forward  to  in  the  fii'st  year  of 
the  plan. 

LEVELS  OF  PRODUCTION 

We  anticipate  that  with  the  most  optimistic  assumptions  as  to 
improvement  in  these  critical  fields  I  mentioned,  we  can  raise  the 
general  level  of  industrial  production  by  25  percent  during  the  first 
year.  That  will  bring  the  percentage  output  to  between  60  and  65 
percent  of  the  1936  production. 

Mr.  Engel.  From  what  up  to  that  figure? 

Mr.  Wilkinson.  The  figure  for  the  month  of  March  is  48  percent 
of  1936,  and  is  a  new  high  since  the  occupation. 

Mr.  Engel.  That  is  48  percent? 

Mr.  Wilkinson.  Yes,  sir;  for  the  month  of  Alarch.  It  has  gone 
up  steadily  through  the  winter,  which  is  an  unusual  development  and 
can  be  ascribed  to  the  weather. 

The  list  of  foodstuffs  which  we  hope  to  bring  in  in  addition  to  the 
basic  foods  asked  for  in  the  GARIOA  request  will  give  us  not  so  much 
in  the  way  of  calories  but  a  great  deal  in  the  way  of  psychological 
attraction  and  enthusiasm  on  the  part  of  the  German  worker. 

Colonel  Andrews  has  mentioned  to  you  the  excitement  over  the 
few  lemons  that  have  come  in  from  Italy. 

The  character  of  the  other  foodstuft's  to  be  bought  under  the  EGA 
program  should  have  the  same  effect  and  should  have  a  psychological 
value  far  in  excess  of  their  calorie  rating. 

Mr.  Wigglesworth.  That  48-percent  figure  is  purely  industrial,  is 
it  not? 

Mr.  Wilkinson.  It  is  industrial;  yes,  sir. 

75408 — 48— pt.  2 5 
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Mr.  WiGGLESWORTH.  It  does  not  include  food  production? 

Mr.  Wilkinson.  It  takes  into  account  coal,  other  mining,  metals, 
vehicles,  building  materials,  sasvmills,  chemicals,  rubber  products, 
paper  and  pulp,  leather,  textiles,  electricity,  and  gas,  which  covers  all 
of  the  important  fields  of  industrial  activity. 

Mr.  WiGGLESWORTH.  Havc  you  any  comparable  figure  for  agricul- 
tural production? 

Mr.  VooRHEES.  I  will  find  that  for  you. 

(The  table  referred  to  may  be  found  on  p.  66.) 

Mr.  WiGGLESWORTH.  That  will  be  all  right. 

Mr.  Wilkinson.  Of  course,  for  the  month  of  ^larch  I  do  not  think 
we  could  give  you  an  agricultural  figure  you  could  compare  with  this. 

Mr.  Engel.  What  was  your  industrial  production  a  year  ago? 

Mr.  Wilkinson.  A  year  ago  now  the  production  for  the  bizonal 
area  was  down  to  about  33.     That  was  a  big  dip. 

Mr.  Engel.  Thirty-three  percent? 

Mr.  Wilkinson.  Yes,  sir;  33  percent  of  1936.. 

Mr.  WiGGLESWORTH.  That  is  about  where  your  steel  production 
is  now. 

Mr.  Wilkinson.  Yes,  sir. 

The  EGA  recovery  plan  lists  all  of  the  raw  materials  which  we 
anticipate  can  be  consumed  by  German  industry  during  the  course 
of  the  first  ERP  year. 

It  is  subject  always  to  the  limiting  factors  which  I  have  mentioned. 

We  expect  to  bring  in  all  of  the  textile  fibres  that  can  be  consumed 
by  that  proportion  of  the  textile  industry  which  can  be  activated  at 
this  rate  of  recovery  and  not  interfere  with  the  reactivation  of  all  the 
other  essential  industries  which  must  go  to  make  a  balanced  recovery 
program. 

Mr.  Engel.  Within  Germany? 

Mr.  Wilkinson.  That  is  right,  sir. 

opposition    to    GERMAN    PROGRAM 

Mr.  Engel.  Wliat  opposition,  if  any,  have  you  had  from  other 
European  sources  because  of  the  fact  that  you  are  building  up  com- 
petitive industries  in  Germany  and  making  it  more  difficult  for  those 
other  countries  to  compete  with  Germany? 

Mr.  Wilkinson.  Opposition,  sir,  in  refusing  to  make  raw  materials 
available? 

]\Ir.  Engel.  Opposition  to  the  program  that  you  have  to  bring 
Germany  back  industrially. 

Mr.  Wilkinson.  I  can  say  that  there  has  been  no  official  interfer- 
ence with  our  program  from  any  source.  I  thinlv  it  must  be  recognized 
that  all  of  the  Em-opean  countries  who  are  themselves  in  need  of 
economic  assistance  from  the  United  States  are  interested  in  trying  to 
assure  their  export  markets  first.  There  is  competition  in  very  many 
fields  of  export  today.  Not  in  steel,  because  the  world  is  short  of 
steel;  but  in  textiles,  yes. 

Mr.  Wilkinson.  That  means  that  in  arranging  the  export  sale^  of 
German  products  in  the  field  of  textiles  particularly,  we  do  run  into 
considerable  difficulty. 

There  are  limitations  on  the  import  licenses  which  other  European 
countries  will  grant,  insistence  upon  the  payment  for  textiles  in  soft 
goods  of  the  receiving  country,  and  so  on. 
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I  do  not  think  you  can  blame  them  for  then*  attitude.  They  are 
trying  to  biing  their  accounts  into  balance  just  as  we  are  trying  to 
bring  ours  into  balance.  We  attempt  in  our  trade  negotiations  with 
all  these  individual  countries  to  solve  all  of  these  problems  as  they 
arise.  There  is  no  permanent  or  lasting  solution.  It  is  a  competitive 
world,  and  we  fight  hard  to  get  German  exports  out  and  sold  for  hard 
currency,  and  they  do  likewise. 

Mr.  Excel.  You  have  had  no  opposition  officially  from  any  country 
to  the  policy  you  have  be'en  trying  to  put  into  force  and  effect  in 
Germany  along  these  lines? 

Mr.  WiLKixsox.  No,  sir. 

\lv.  Draper.  Off  the  record. 

BASIS  OF  OVER-ALL  PROGRAM 

]\Ir.  Wilkinson.  I  just  have  one  or  two  further  remarks. 

In  determining  the  emphasis  to  be  given  to  the  reactivation  of  a 
particular  industry  in  Germany  we  have  had  to  consider  three  prin- 
cipal factors.  One  is  the  minimum  support  of  the  German  economy. 
Two  is  exports.  Three  is  the  production  for  capital  mvestment, 
repairs,  and  new  equipment,  in  order  to  support  the  snowballmg 
activity  of  German  industry'-. 

We  think  that  the  Germans,  with  our  assistance,  have  achieved  a 
proper  balance  in  their  program.  We  have  not  neglected  the  import- 
ant industries.  We  have  not  overemphasized  the  export  industries 
at  the  expense  of  the  basic  production  for  Germany  itself. 

You  will  probably  hear  criticism  in  the  case  of  particular  industries 
when  special  interests  are  involved.  I  think  that  we  can  not  only 
defend  but  convince  you  that  our  over-all  planning  is  sound,  and  that 
no  one  industry  is  being  held  back  unduly. 

Mr.  Engel.  What  effect  has  the  permission  we  gave  Germany  to 
really  work  out  her  own  destiny  had?  We  have  turned  over  to  the 
German  people,  in  a  measure,  the  right  to  determine  the  policy  or 
carry  out  the  policy,  and  I  woukMike  to  know  what  effect  that  has 
had.  Has  it  operated  to  stimulate  the  morale?  Is  there  jealousy 
between  parties?    ^Yhat  is  the  situation? 

WORK  OF  GERMAN  PERSONNEL 

Mr.  Wilkinson.  There  is  still  a  lot  of  politics  in  the  operation  of  the 
German  Economic  Administration  in  Frankfurt.  The  quality  of  the 
personnel  in  the  Economic  Administration  could  be  considerably 
improved,  for  the  better. 

Air.  Engel.  The  German  personnel? 

Mr.  Wilkinson.  The  German.  I  would  say,  however,  that  there 
is  a  growing  conviction  that  our  reiterated  statement  that  they  are  to 
take  the  responsibility  for  the  success  or  failure  of  this  program  is 
not  just  high-sounding  phraseology.  They  are  now  beginning  to 
realize  that  we  have  put  the  burden  on  them  and  that  they  are  going 
to  stand  or  fall  on  the  strength  of  their  own  efforts. 

Mr.  Engel.  Wliat  I  am  getting  at  is  this:  Are  the  German  people 
getting  behind  this  program  which  is  being  carried  out  by  their  own 
leadership? 
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Mr.  Wilkinson.  The  trade-unions  have  all  vociferously  endorsed 
the  program  and  promised  it  full  support.  German  industry,  through 
the  trade  associations  as  well  as  individual  manufacturers,  has  indi- 
cated willingness  to  cooperate  in  every  possible  way. 

The  top  Germans  in  the  Economic  Administration  are  really  en- 
thused and  have  done,  I  think,  a  very  creditable  piece  of  work  in  the 
preparation  of  the  first-year  recovery  plan. 

That,  sir,  I  believe,  completes  my  statement. 

Mr.  WiGGLESWORTH.  Tliaiik  you  very  much,  Colonel. 

AGRICULTURAL  PRODUCTION 

Mr.  Engel,  I  believe  you  were  going  to  give  us  the  agricultural 
production. 

Mr.  VooRHEES.  I  do  not  have  that. 
Mr.  Engel.  You  will  furnish  that? 
Mr.  VooRHEES.  Yes,  sir. 
(The  information  is  as  follows:) 

Production   of   Principal   Fikld    Crops,    United   States-United   Kingdom 

Zones,  Germany 

The  following  table,  which,  compares  total  production  of  the  principal  field 
crops  in  1946,  1947,  and  1948  with  total  production  in  1938,  reflects  decreases  in 
both  hectarages  and  yields.  It  should  be  noted  that,  while  the  ratio  of  postwar 
to  prewar  total  production  is  still  low,  total  food  made  available  from  the  postwar 
crops  compares  much  more  favorably  with  prewar  years  than  these  figures  indicate. 
This  is  l^ecause  extraction  rates  for  bread  grains  have  been  held  at  almost  95  per- 
cent, as  contrasted  with  prewar  rates  of  72  to  80  percent.  Most  of  the  coarse 
grains  produced  in  prewar  years,  moreover,  was  used  for  fodder  or  for  the  manu- 
facture of  beer.  After  allowances  for  these  factors,  total  food  production  from 
the  1948  crop,  as  now  estimated,  will  be  approximately  90  percent  of  the  food 
production  from  the  1938  crop. 

Total  production  * 

[Thousand  metric  tons] 


Crop 

1938 

1946 

1947 

1948  (esti- 
mated) 

Wheat  and  rye    

5,584 
4, 676 

22 

4,770 

17, 492 

48 

3,096 

2,317 

33 

3,277 

11, 193 

52 

3,109 

2,494 

34 

2,470 

12, 000 

58 

3.360 

Coarse  grrains  ... 

2,556 

Edible  peas  and  beans 

55 

Sugar  beets  . 

3,945 

Potatoes .  . 

16,  500 

Oilseeds-- 

100 

PRODUCTION  AS  PERCENT  OF  1938 


Crop                 •" 

1946 

1947 

1948 

Wheat  andrve .. 

55 
60 

152 
69 
64 

110 

56 
53 

157 
52 
69 

122 

60 

Coarse  grains  .... 

65 

Edible  peas  and  beans.  .      ...  ._. 

255 

Sugar  beets ...                                           .             . 

83 

Potatoes . 

94 

Oilseeds 

211 

Weighted  average  2... 

56 

55 

63 

•  All  production  figures  are  gross,  before  deduction  of  allowances  for  fodder,  farm  food  retention,  nonfood 
uses,  shrinkage,  and  losses.  Quantities  available  for  rationing  to  non-self-suppliers  from  the  1948  crop  are 
shown  in  the  justification. 

2  Weighted  in  proportion  to  cropped  area  for  each  commodity. 
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Mr.  WiGGLEswoRTH.  Mt.  Stefan,  do  you  have  any  questions? 
Air.  Stefan.  I  have  no  questions, 
Mr.  WiGGLESwoRTH.  Mr.  Case? 

Mr.  Draper.  Mr.  Stefan,  you  asked  a  question  this  morning,  I 
beheve  before  I  was  here,  which  I  would  hke  to  answer,  if  I  might. 
Mr.  Stefan.  Go  ahead,  General  Draper. 

FOOD    PIPE    LINE    FOR    AUSTRIA 

Mr.  Draper.  I  believe  you  raised  the  question  of  Austria,  and 
your  feeling  that  the  Austrian  food  pipe  line  should  work  along  with 
the  German. 

Mr.  Stefan.  I  certainly  do  feel  that  way.  I  think  this  thing  will 
break  down  unless  you  have  one  administration. 

Mr.  Draper.  I  would  like  to  point  out  that  at  least  for  the  time 
being  we  have  reached  aa  agreement  between  the  Economic  Recovery 
Administrator,  State  Department,  and  the  Army,  so  that  that  will  be 
done.  Two  or  three  days  ago  we  had  a  meeting,  because  I  fully  share 
your  belief  oa  that. 

Mr,  Stefan.  Thank  you.     I  am  very  much  worried  about  that. 

You  see,  at  one  time  we  had  this  whole  thing  set  up.  We  took  it 
away  from  the  Army  entirely,  Germany  and  Austria,  and  put  it  in  the 
Department  of  State. 

You  told  me,  or  somebody  told  me,  that  the  Army  was  going  to 
turn  over  to  the  Department  of  State  all  of  their  personnel  and  let 
them  go  ahead  and  do  this  work  that  the  Ai-my  has  been  doing  for 
about  3  years. 

Mr.  Draper.  I  told  you  that. 

Mr.  Stefan.  The  Army  people  were  very  much  worried  that  they 
were  going  to  lose  some  of  their  valuable  personnel  who  know  this 
business.  They  were  born  in  it  and  were  working  in  it.  Then,  along 
came  the  Austrian  situation.  We  thought  we  were  going  to  have  some 
treaties  with  Austria. 

Of  course,  you  had  trouble  with  Russia,  and  you  could  not  come  to 
an  agreement,  and  finally  the  State  Department  took  over  in  Austria 
with  the  iii-my  personnel, 

Mr.  Draper.  The  Army  handled  procm-ement.  The  State  Depart- 
ment did  the  planning. 

Mr.  Stefan.  Then  we  decided  that  the  State  Department  was  not 
going  to  take  over  the  feeding  in  the  occupied  areas  of  Germany,  and 
that  it  would  be  left  at  the  status  quo,  with  the  Army  going  ahead. 
The  thing  was  very  much  in  the  air. 

I  was  worried  about  breaking  the  pipe-line  program,  breaking  the 
administration,  losing  a  lot  of  valuable  people  who  know  the  business, 
who  were  born  in  the  business. 

Then  it  has  come  to  my  attention  that  you  had  three  or  four  and 
maybe  five  very  serious  problems  in  Austria, 

Mr.  Draper.  That  is  correct. 

Mr.  Stefan.  Had  it  not  been  for  GARIOA,  there  would  have  been 
some  actii;il  staivatioii  in  Austri;!. 

Well,  today  we  have  two  administrations.  The  program  is  not 
integrated.  I  am  very  happy  to  hear,  General  Draper,  that  you  have 
a  program  that  will  be  coordinated  and  that  you  are  going  to  have 
one  administration.     Is  that  correct? 
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Mr.  Deapek.  That  is  correct.  For  the  time  being.  This  is  a 
temporary  arrangement. 

Mr.  Stefan.  For  the  time  being? 

Mr.  Draper.  Let  me  explain.  The  State  Department  feels,  very 
properly,  I  think,  that  eventually,  when  it  can  appropriately  and 
safely  be  done,  that  Austria  as  a  sovereign  nation  and  1  of  the  16 
participating  countries  other  than  Germany,  should  have  charge  of 
its  own  job.  Wlien  that  time  will  be  ripe  I  do  not  know,  but  in  the 
meantime  we  had  a  meeting  with  Mr.  Fitzgerald,  who  handles  the 
food  for  Mr.  Hoffman. 

Mr.  Stefan.  Dr.  Fitzgerald? 

Mr.  Draper.  Dr.  Fitzgerald  and  Mr.  Saltzman  of  the  State  De-' 
partment,  myself,  Tracy  Voorhees,  and  several  others,  and  we 
arrived  at  this  conclusion,  which  I  think  will  handle  the  matter  very 
properly  and  appropriately  for  the  time  being;  that  since  the  German 
pipe  line  is  a  large  one  and  since  the  Austrian  pipe  line  for  food  goes 
right  thi'ough  Germany  and  is  handled  in  Army  ships  anyway,  that 
after  the  food  program  as  such  for  Austria,  and  the  EGA  determina- 
tion of  how  much  money  is  available  for  it,  is  made — which,  of  course, 
has  to  come  first — that  the  Army  planning  staff  under  Mr.  Voorhees 
will  handle  both  Austria  and  Germany  as  two  separate  problems, 
but  in  the  same  office.  We  will  invite  the  Austrian  Government 
to  send  a  food  adviser  just  as  the  British  now  work  in  Mr.  Voorhees' 
office  on  the  British  zone  problems,  to  observe  and  be  familiar  with 
the  situation,  and  to  make  suggestions  and  so  forth.  Then,  after  a 
few  months,  we  will  see  how  that  works  out  and  review  the  situation 
again.  That  was  unanimously  agreed  to  by  the  Food  Administrator, 
by  the  State  Department,  and  by  the  Army. 

Mr.  Stefan.  I  am  glad  to  hear  that,  but  tliis  is  a  temporary 
arrangement? 

Mr.  Draper.  That  is  right,  sir. 

housekeeping  support  of  ECA  staff  in  AUSTRIA  BY  THE  STATE 

DEPARTMENT 

Mr.  Stefan.  You  see,  the  ECA  is  turning  over  to  the  State  Depart- 
ment approximately  $1,000,000  out  of  the  $4,000,000  they  have  for 
transfer,  to  do  their  housekeeping  work  over  there  on  the  ECA 
program.^ 

Mr.  Draper.  Let  me  tell  you  what  else  has  been  done. 

Mr.  Stefan.  How  will  that  affect  Austria?  Do  we  still  have  double 
administration? 

Mr.  Draper.  I  do  not  think  so,  sir.  Mr.  Marget,  who  was  General 
Keyes'  financial  adviser,  with  General  Keyes'  approval,  has  now  been 
assigned  as  the  financial  adviser  for  Mr.  Harriman  in  Paris  undei'  the 
ECA.  I  think  he  is  already  on  the  way  to  Vienna.  At  my  request, 
and  Mr.  Harriman's  request,  and  General  Keyes'  request  also,  he  is  to 
work  on  the  problem  of  setting  up  the  proper  coordination  in  Vienna 
and  Austria,  the  American  side,  for  an  ECA  mission  for  whatever  they 
will  have  there,  with  General  Keyes'  headquarters,  to  get  at  the  very 
problem  that  you  are  now  speaking  of  on  a  more  permanent  basis,  and 
to  determine  whether  or  not  it  is  wise  to  have  this  food  consigned  to  the 
Austrian  Government,  wliich  the  Austrian  Government  desires,  be- 
cause it  is  a  sovereign  government.  We  would  want  the  same  thing 
if  we  were  one  of  the  members. 
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Mr.  Stefan.  Surely. 

Mr.  Draper.  Or  whether  for  the  time  being,  at  least,  until  the  new 
harvest,  it  is  wiser  to  have  the  military  supervision  directly,  although 
even  as  it  goes  now,  wliile  General  Keyes  gets  the  consigned  food, 
he  naturally  has  to  have  it  handled,  95  or  99  percent,  by  Austrians. 
He  is  going  into  that  problem  with  General  Keyes.  Then  he  and 
General  Keyes  will  make  their  recommendations;  General  Keyes  to 
the  Ai-my,  and  Mr.  Marget  to  Mr.  Harriman  and  Mr.  HofTman. 
"We  will  try  to  get  a  more  permanent  set-up. 

Mr.  Stefan.  As  I  understand  it,  in  Austria,  General  Draper,  this 
relief  goes  to  all  zones? 

Mr.  Draper.  That  is  true.     Yes. 

There  was  a  provision  in  Public  Law  84  under  which  food  in  the 
interim-relief  program  could  not  go  to  a  zone  where  there  was  not 
American  inspection.  However,  that  did  not  apply  to  supplies  which 
General  Kej^es  had  received  prior  to  that  time  or  which  he  got  by  trade 
and  barter  and  so  on,  and  in  spite  of  that  provision  of  the  law,  which 
would  have  probably  broken  dowTi  the  quadripartite  rule  in  Austria, 
he  was  able  to  work  it  out  legally  so  that  what  you  say  is  true. 

Mr.  Stefan.  Of  course,  I  understand  it  has  to  be  on  a  semicontrol 
basis  until  the  political  situation  is  clarified. 

Mr.  Draper.  What  we  did  not  want  was  a  break  in  that  pipe  line 
where  General  Keyes  would  be  left  with  military  responsibility  and 
notliing  to  carry  it  out. 

Mr.  Stefan.  Yes.  I  would  hate  to  see  another  situation  develop 
in  Austria,  with  the  State  Department  handling  the  program,  where 
all  of  a  sudden  they  find  themselves  up  against  a  gun  where  they  have 
nothing  to  distribute  and  faced  with  starvation  among  the  people, 
and  then  hollering  for  Tracy  Voorhees,  "Get  us  some  food  because 
we  cannot  feed  these  people." 

Mr.  Draper.  Of  course,  the  State  Department  spent  all  of  the 
money  you  gave  them,  and  they  were  out,  and  then  they  talked  to  us 
and  we  were  able  to  cover  it.  But  that  w^as  a  fact,  they  were  out 
of  money. 

Mr.  Stefan.  Let  me  clarifv  this.  Mr.  Nitze  shook  his  head  a 
while  ago  when  I  was  talking ^about  the  $1,000,000  to  ECA.  \Miat 
about  this  housekeeping  program  in  Austria?  Will  you  still  have  it 
there,  when  the  Army  is  carrying  on  the  program? 

Mr.  Nitze.  I  would  prefer  to  submit  further  clarification  for  the 
record. 

(The  information  is  as  follows.) 

Housekeeping  Support  of  ECA  Staff  in  AusTRL-i. 

Although  final  arrangements  for  ECA  administration  in  Austria  have  not  yet 
been  completed,  the  State  Department  will  be  prepared  to  supply  housekeeping 
support  to  the  ECA  staff  through  the  United  States  Legation  in  the  same  manner 
as  in  the  other  participating  covmtries.  The  services  to  be  performed  and  the 
standards  and  procedures  to  be  followed  in  supplying  these  services  in  the  partic- 
ipating countries  generally  are  now  being  developed  jointly  by  the  State  Depart- 
ment and  the  ECA. 

It  is  assumed  that  housekeeping  functions  in  support  of  any  Army  personnel 
engaged  in  ECA  work  will  be  supplied  by  the  Army. 

Mr.  Draper.  I  do  not  know  that  point. 

Mr.  Nitze.  My  understanding  is  that  it  would  have  no  bearing  at 
all  on  actual  administration  in  Austria.  That  would  be  merely  certain 
reimbursements  for  purely  housekeeping. 
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Mr.  Stefan.  What  housekeeping  are  you  going  to  do  in  Austria? 

Mr.  NiTZE.  That  is  being  worked  out  with  EGA. 

Mr.  Stefan.  All  of  the  EGA  program  housekeeping  in  Europe,  and 
the  16  participating  countries,  is  going  to  be  done  by  the  Department 
of  State  for  EGA  with  the  transfer  of  $1,000,000  up  to  this  time. 

Mr.  NiTZE.  I  think  that  takes  care  of  pm-ely  the  housekeeping 
expenses  which  will  involv^e  no  administration  or  substantive  responsi- 
bilit,y  whatsoever.  That  is  EGA  mission  housekeeping  expenses, 
cables,  rent,  and  so  forth  and  so  on. 

Mr.  Stefan.  Pay  rolls? 

Mr.  NiTZE.  Payment  of  pay  rolls;  but  the  appointment  of  personnel 
is  under  EGA  control. 

Mr.  Stefan.  That  is  the  State  Department  job? 

Mr.  Draper.  No. 

Mr.  Stefan.  What  are  you  going  to  do  with  this  $1,000,000  in 
housekeeping? 

All.  NiTZE.  I  would  prefer  to  submit  further  information  on  that 
for  the  record,  because  I  do  not  have  all  the  information  here. 

(The  information  is  as  follows:) 

Statement  Concerning  Services  To  Be  Rendered  to  EGA  Overseas 
Missions  by  the  Foreign  Service 

Section  109  (c)  of  the  Foreign  Assistance  Act  of  1948  is  as  follows: 

"The  Secretary  of  State  shall  provide  such  office  space,  facilities,  and  other 
administrative  services  for  the  United  States  Special  Representative  in  Europe 
and  his  staff,  and  for  the  special  mission  in  each  participating  country,  as  may  be 
agreed  between  the  Secretary  of  State  and  the  Administrator." 

It  is  imderstood  that  this  provision  was  included  in  order  to  permit  the  Admin- 
istrator to  rely  upon  established  Foreign  Service  facilities  wherever  it  would  be  in 
the  interest  of  speed,  efficiency  and  economy  to  do  so. 

The  exact  services  to  be  supplied  and  the  procedures  and  standards  under  which 
they  will  be  supplied  are  being  developed  jointly  by  the  staffs  of  the  two  agencies. 
These  services  may  include,  but  will  not  necessarily  be  limited  to,  provision  of 
space,  building  maintenance,  guard  and  janitorial  services,  communications 
services  including  code  work,  messenger  service,  printing  and  duplicating  services, 
equipment,  supplies,  accounting  and  personnel  services. 

It  has  been  estimated  that  the  cost  of  the  services  to  be  supplied  by  the  State 
Department  will  amount  to  $729,000  in  the  first  year  of  the  program.  It  is  esti- 
mated that  $228,340  will  be  required  for  salaries  of  personnel  performing  these 
services,  $129,185  for  living  and  quarters  allowances,  and  $371,475  for  other  objects 
of  expenditure. 

Mr.  Stefan.  Mr.  Nitze,  I  just  want  to  clear  myself.  We  should 
eliminate  these  two  administrative  programs  over  there,  which  have 
endangered  the  entire  relief  program. 

Mr.  Nitze.  On  that  point • 

Mr.  Stefan.  Now,  General  Draper  says  they  are  going  to  eliminate 
one. 

Mr.  Nitze,  Any  reimbursement  for  housekeeping  expenses  would 
have  no  bearing  on  the  actual  administration  of  the  program. 

Mr.  Stefan.  If  there  is  any,  will  you  transfer  any  money  like  that 
for  housekeeping  to  GARIOA? 

Mr.  Draper.  We  do  not  know  of  any  such  a  project.  We  have  not 
requested  anything  like  that. 

Mr.  Stefan.  Have  you  a  request  in  here  to  take  over  the  Austrian 
program? 

Mr.  Draper.  No,  sir;  bef'ause  under  the  EGA  program  and  the 
difference  in  the  two  countries,  the  fact  that  a  treaty  might  come  at 
any  time 


71 

Mr.  Stefan.  Is  the  committee  on  notice,  then,  that  you  are  really 
taking  over  Austria  under  one  program? 

Mr.  Draper.  No,  sir.  Not  taking  it  over  in  the  sense  you  are 
speaking  of.     Not  financially. 

Mr.  Stefax.  You  are  going  to  operate  it? 

Mr.  Draper.  We  are  going  to  operate  it. 

Mr.  Stefan.  So  if  Tracy  Voorhees  goes  into  Austria,  he  knows  you 
are  going  to  operate  under  one  program,  and  no  other  administrator 
will  tell  him  what  to  do? 

Mr.  Draper.  That  is  correct. 

Mr.  Stefan.  That  is  it? 

Mr.  Draper.  That  is  correct.  EGA  agrees  on  how  much  money 
they  will  spend.  That  is  their  prerogative.  We  will  fight  for  more  if 
we  think  it  is  necessary,  but  they  will  decide  that. 

Mr.  Stefan.  I  think  as  we  go  along,  Mr.  Chairman,  that  Mr. 
Nitze  should  give  us  a  break-down  of  exactly  what  the  Department 
of  State  is  going  to  do  by  way  of  housekeeping  in  this  entire  program. 
He  should  tell  us  what  their  responsibility  is,  and  what  ECA's  respon- 
sibility is,  so  that  we  will  know. 

I  will  tell  you,  General  Draper,  why  I  am  asking  that  question. 
We  have  not  finished  the  bill  making  appropriations  for  the  De- 
partment of  State  and  the  Foreign  Service  for  fiscal  year  1949  yet. 
The  bill  has  passed  the  Senate  and  the  House,  and  we  will  have  a 
conference  with  the  Senate  very  soon. 

This  all  has  a  bearing  on  what  action  my  committee  is  going  to  take 
in  connection  with  the  Department  of  State. 

Mr.  Draper.  Yes,  sir. 

Mr.  Stefan.  I  have  been  very  much  disturbed  over  this  situation 
in  Austria  and  in  Germany,  too.  The  army  of  occupation  has  been 
way  up  in  tlie  air. 

i  do  not  know  if  joii  have  lost  any  valuable  employees  yet  or  not. 
There  is  a  report  that  General  Clay  said  that  they  were  going  to  civil- 
ianize  Germany.  Either  General  Clay  or  Secretary  Royall  said  that 
they  were  going  to  turn  all  of  this  over  to  the  Department  of  State, 
witii  a  result  that  a  number  of  those  valuable  people  decided  to  quit. 
They  were  not  going  to  work  for  State. 

You  said  you  were  going  to  take  over  all  of  the  Army's  personnel, 
and  that  there  was  not  going  to  be  any  inteiruption. 

I  think,  right  there,  that  just  the  report  that  they  were  going  to  do 
that  and  that  was  going  to  happen  had  a  very,  very  bad  psychological 
effect,  in  my  opinion. 

Mr.  Draper.  That  may  be,  but  I  do  not  know  of  any  cases. 

The  civilianization  is  a  different  thing.  Colonel  Wilkinson  here 
was  in  an  Army  suit,  and  now  he  is  not.     That  is  civilianization. 

Mr.  Stefan.  I  know  that,  but  we  are  going  to  take  away  this  job 
of  operating  relief  in  Germany,  and  turn  it  over  to  the  State  Depart- 
ment. 

Mr.  Draper.  That  is  not  tlii^  present  idea. 

Mr.  Stefan.  Then  we  changed  it.  Austria  is  in  the  hands  of  the 
State  Department,  but  now  3^ou  say  j^ou  are  going  to  have  one  pro- 
gram for  relief,  and  the  people  of  the  United  States,  who  want  to  take 
care  of  them,  who  have  to  dig  up  the  taxes  to  help  those  peo])le  get 
along,  they  want  to  know  that  it  will  be  under  one  organization. 
They  do  not  want  five  or  six  Government  organizations  distributing 
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relief.     It  will  have  to  be  either  the  Army  or  the  State  Department  or 
somebody. 

Mr.  Draper.  You  agree,  I  think,  sir,  that  eventually,  when  it  can 
safely  be  clone,  the  Austrian  Government,  just  like  the  French  Govern- 
ment, should  have  it? 

Mr.  Stefan.  Absolutely. 

Mr.  Draper.  That  is  the  objective. 

Mr.  Stefan.  That  time  has  not  come,  and  in  the  meantime  we 
have  faced  starvation  in  A.ustria  several  times. 

Mr.  Draper.  That  is  right. 

Mr.  Stefan.  There  have  been  four  or  five  instances  of  a  question 
of  starvation,  and  I  am  going  to  say  it  is  because  of  inefficiency.  You 
say  it  is  a  matter  of  appropriations,  that  they  did  not  have  enough 
money,  so  Tracy  Voorhees  had  to  send  them  food  to  feed  the  Austrians. 

Where  did  you  get  the  money  to  feed  them? 

Mr.  Draper.  They  had  a  deficiency  appropriation  in.  We 
advanced  some  and  got  it  back. 

Mr.  Stefan.  They  paid  you  back  afterward? 

Mr.  Draper.  Yes. 

Mr.  Stefan.  I  am  very  happy,  Mr.  Chairman,  to  know  that  they 
are  going  to  have  one  administration  of  relief  in  Germany  and  Austria 
under  this  particular  appropriation. 

I  have  no  other  questions.     Thank  you  very  much. 

Mr.  Draper.  Thank  you,  sir. 

Mr.  Wiggles  WORTH.  Are  there  any  further  questions  of  Colonel 
Wilkinson?     Mr.  Case? 

fishing  vessels 

Mr.  Case.  Has  any  progress  been  made  on  that  fishing  vessel 
proposition? 

Mr.  Wilkinson.  The  fishing  vessels,  sir?  There  is  a  delegation 
either  here  or  on  its  way  over  here  of  experts  from  Germany  to  invest- 
igate the  specifications  of  the  available  ships. 

Mr.  Voorhees.  I  would  like  to  give  a  little  further  explanation  of 
that,  if  I  may. 

Funds  for  that  were  not  included  in  the  appropriations  at  any  time. 
In  the  deficiency  appropriation,  the  last  one  for  fiscal  year  1948  we 
could  not  find  enough  money  within  the  $150,000,000  to  do  that. 
However,  since  the  time  I  was  up  here  last  we  have  dug  up  money 
from  sources  I  did  not  know  existed  when  I  was  here.  It  is  really  due 
to  changed  conditions  since.  Therefore,  I  am  ready  to  go  ahead  and 
buy  these  fishing  vessels  if  we  are  sure  we  can  get  a  good  buy  and  that 
they  are  in  all  respects  appropriate. 

The  matter  was  turned  over  several  weeks  ago  to  the  Chief  of 
Transportation  to  conduct  those  negotiations.  While  they  were  in 
process  we  got  a  message  from  Germany  that  the  Germans  wanted  to 
send  over  a  mission  of  Germans  to  check  against  the  work  of  the 
mission  of  the  British  and  Americans  who  were  over  here  last  summer. 
That  mission,  as  Colonel  Wilkinson  said,  is  on  its  way.  In  the  mean- 
time, the  negotiations  are  proceeding  but  will  not  be  concluded  until 
the  Germans  have  looked  the  ships  over. 

Mr.  Engel.  Those  were  the  ships  we  were  talking  about  last 
spring? 

Mr.  Voorhees.  Thirty-nine  ships. 
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Mr.  Case.  Again,  if  you  bu}^  those  ships,  you  may  run  into  com- 
phcations. ' 

Mr.  VooRHEES.  Sir,  I  think  we  have  that  pretty  well  worked  out. 
They  would  be  purchased  by  the  Army.  They  would  be  turned  over 
to  Geneial  Clay.  He  would  let  the  Germans  use  them,  but  they 
would  belong  to  the  United  States  Army. 

Mr.  Case.  That  is  a  subject  I  have  been  trying  to  understand. 
If  you  keep  title,  I  think  there  is  some  chance  of  doing  it. 

Mr.  VooRHEES.  We  have  to  keep  title  to  them.  That  is  the  only 
way  it  can  be  handled,  which  does  not  require  legislation.  We  checked 
that  thoroughly,  and  it  was  all  cleared  with  Secretary  Patterson  last 
summer  before  he  left. 

Mr.  Case.  That  is  all,  Mr.  Chairman. 

Mr.  WiGGLEswoRTH.  Are  there  any  other  questions  of  Colonel 
Wilkinson? 

Mr.  Stefan.  How  about  the  size  of  the  vessels?  You  wanted  to 
confine  them  to  the  small  vessels  and  you  did  not  want  to  let  them 
use  the  large  ones. 

Mr.  Voorhees.  These  are  bigger. 

Mr.  Stefan.  These  are  the  large  ships? 

Mr.  Engel.  These  are  the  ships  that  can  go  up  in  the  North  Sea 
and  do  the  fishing  in  the  North  Sea  where  the  big  catch  is  being  made? 

Mr.  Voorhees.  Beyond  the  North  Sea. 

Mr.  Engel.  In  the  Iceland  area. 

Mr.  Voorhees.  To  answer  Air.  Stefan,  these  would  be  beyond  the 
size  which  the  Germans  are  authorized  to  build. 

Air.  Stefan.  I  see. 

Air.  Voorhees.  However,  if  the  Army  owns  them  and  they  are 
over  there  in  the  control  of  General  Clay,  and  he  merely  makes  an 
arrangement  under  which  the  Germans  can  use  them  subject^to  rev- 
ocation of  that  permission  at  any  time  by  General  Clay,  we  do  not 
run  into  that  legal  difficulty. 

Air.  WiGGLESWORTH.  Colonel,  either  on  or  off  the  record,  is  there 
anything  new  in  the  dismantling  picture? 

DISMANTLING    OF    PLANTS 

Air.  Wilkinson.  No,  sir.  The  position  at  the  moment  in  the 
United  States  zone  is  that  dismantling  is  almost  100  percent  com- 
plete of  the  plants  listed  for  reparations  from  our  zone. 

Air.  WiGGLESWORTH.  How  about  the  British  zone? 

Air.  Wilkinson.  They  are  going  along  at  a  relatively  slow  speed, 
but  there  has  been  no  interruption  of  that  program. 

Air.  Case.  ^Miat  about  the  allocations;  for  instance,  of  such  things 
as  that  berthing  dock? 

Colonel  Wilkinson.  The  allocations  of  reparations  items  have  com- 
plet'ly  stopped. 

Air.  Case.  They  have  completely  stopped  not  merel}'^  as  to  us  but 
as  to  England  and  France,  too? 

Colonel  Wilkinson.  The  Inter-Allied  Reparations  Agency  still  has 
a  very  modest  list  of  equipment  which  it  has  not  suballocated  to  its 
member  nations.  It  was  antici])atcd,  however,  that  on  the  10th  of 
May  they  would  have  completed  their  work  on  that  list,  so  that  there 
would  be  nothing  on  anybody's  books  for  allocation  at  the  present 
time. 
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General  Draper.  England  and  France  have  taken  their  deliveries 
and  we  have  not,  is  that  it? 

Colonel  Wilkinson.  I  do  not  quite  believe  that  they  have  taken 
their  deliveries;  they  are  entitled  to  a  certain  percentage  of  the  total. 
They  have  been  taking  delivery  of  equipment  in  those  percentages. 

Mr.  Case.  Have  we  taken  any  actual  deliveries? 

Colonel  Wilkinson.  We  have,  I  believe,  the  aluminum  foil  plant. 
That  would  be  a  case  in  point. 

General  Draper.  A  few  things;  we  have  taken  quite  a  little. 


ALLOCATIONS  OF  REPARATION  ACCOUNTS 

Mr.  Case.  Could  you  put  in  the  record  in  terms  of  dollars  the 
deliveries  of  allocations  by  countries? 

General  Draper.  Well,  by  dollars,  it  might  be  diffiult. 

Mr.  Case.  I  would  like  to  have  it  more  specific;  I  do  not  know 
whether  you  can  make  it  more  specific  or  not. 

General  Draper.  W^e  can  do  that  in  lists  of  items,  and  there  is  a 
valuation  in  terms  of  reichsmarks,  1938  reichsmarks,  which  would  be 
a  comparative  figm^e. 

(The  matter  referred  to  is  as  follows :) 

Reparation  accounts — Total  allocations  made  by  lARA  as  of  Mar.  21,  1948 
[Category  B  allocations  in  thousands  of  reichsmarks] 


Country  receivinK  allocations 

Total  indus- 
trial capital 
equipment 
allocated 

Total  mer- 
chant ship- 
ping alloca- 
cated 

Total  alloca- 
tions made 

Percent  allo- 
cated 

Act  of  Paris 

(percent  to 

be  allocated) 

Albania                        . 

2,348 
21,791 

5,819 
11,745 

80 

11,641 

378 

2,362 

3,633 

3,009 

693 

25, 447 

88, 227 

6,889 

2,428 

33, 432 

6,197 

14, 107 

3,633 

4,316 

788 

105,018 

108, 157 

23, 140 

12,511 

671 

1,627 

19,  522 

3,801 

25,  768 

22, 68:3 

0.  .55 

7.62 

1.41 

3.  23 

.83 

.98 

.18 

23.95 

24.67 

5.28 

2.85 

.15 

.37 

4.45 

.87 

5.88 

5.17 

0.35 

United  States        

11.80 

Australia. ._     - 

.95 

Belgium                  .     .. 

4.50 

Canada 

1.50 

Denmark                

1,307 

95 

79,  571 

19, 930 

16,  251 

I  12,511 

671 

1,627 

2. 339 

3,1.50 

16,  493 

22,683 

.35 

Eeypt 

.20 

France                            

22.80 

United  Kingdom... 

27.80 

Greece                        -  - - 

4.  .35 

India         .  

2.  .39 

Paki.stan 

.51 

Luxemburg 

.40 

Norway .  .. 

17, 183 

651 

9,275 

1.90 

New  Zealand-. 

.60 

Netherlands.  __  

5.60 

Czechoslovakia 

4.  .30 

Union  of  South  Africa 

.10 

Yugoslavia  .     .      

48,371 

2,328 

50, 699 

11.56 

9.60 

Total 

266,  702 

171,  796 

438, 498 

100. 00 

100.  00 

1  A  part  of  the  value  of  the  allocations  made  to  India  is  to  be  adjusted  with  Pakistan. 

Mr.  Case.  So  that  there  would  be  some  comparable  figure? 

General  Draper.  We  may  also  be  able  to  do  it  in  tonnages. 

Colonel  Wilkinson.  As  a  matter  of  interest,  in  tonnages,  the 
United  States  was  allocated  320  tons  from  our  zone. 

Mr.  Case.  320  tons? 

Colonel  Wilkinson.  320  tons  of  equipment;  the  United  Kingdom 
3,537  and  France,  36,800.  You  can  get  some  idea  from  those  figures 
of  the  proportions. 

Air.  Case.  That  is  in  a  ratio  of  1  to  10  and  of  1  to  100. 
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General  Draper,  That  is  not  quite  a  fair  picture,  because  we  did 
receive  quite  a  bit  of  tonnage  of  shipping.  This  is  capital  equipment 
only,  foreign  plants,  and  not  shipping.  We,  purposely,  at  Paris,  or  at 
Brussels,  got  a  larger  percentage  of  that  than  we  did  of  this  other, 
because  we  did  not  want  this  by  and  large.  And  personally  I  am  sorry 
that  we  ever  took  1  ton  of  reparations  of  an}^  kind.  I  think  it 
would  have  been  better — the  stuff  is  not  of  much  value  to  us  any\vay; 
and  I  think  our  record  for  the  future,  just  as  in  the  case  of  the  Boxer 
Rebellion,  would  have  been  better  if  we  had  never  taken  any.  But 
that  is  purely  a  personal  opinion. 

BALANCE    OF   PAYMENTS    DATA    FOR    BIZONE    GERMANY 

Mr.  WiGGLESwoRTH.  If  there  are  no  other  questions  of  Colonel 
Wilkinson,  I  understand  Colonel  Blumenfeld  has  a  statement  for  us. 
This  is  in  respect  of  item  48-a  of  the  over-all  break-down  given  us  in 
respect  to  ECA,  the  only  item,  I  think  we  have  not  yet  touched  upon. 

Colonel  Blumenfeld.  With  your  permission,  Mr.  Chairman,  I 
should  like  very  briefly  to  touch  purely  on  the  balance  of  payments 
data  for  bizone  Germany,  a  part  of  which  is  this  $200,000,000  which  is 
carried  as  item  48-a. 

As  we  said  before,  and  as  this  chart  5  indicates,  the  total  estimated 
amount  of  imports  to  come  mto  bizone  Germany  in  this  first  ECA 
year  is  $1,900,000,000.  That  includes  category  A,  the  items  formerly 
financed  b}^  GARIOA,  and  all  of  the  categor}^  B  items  which  are  what 
we  call  the  industrial  recovery  items. 

To  indicate  to  you  gentlemen  how  this  is  really  one  integrated  pro- 
gi'am,  and  to  carry  on  further  what  Mr.  Voorhees  said  this  morning 
about  reconciling  the  GARIOA  and  the  ECA  budget,  I  would  like  to 
point  out  that  there  are  actually  four  sources  of  financing  the  total 
imports  of  $1,900,000,000. 

The  first  is  by  Germany's  own  exports  which  are  very  optunistically 
set  at  $803,000,000  for  this  first  ECA  year;  the  GARIOA  request 
which  you  have  before  you  as  presented  by  Mr.  Voorhees  of  $675,- 
000,000 — those  are  the  category  A  items;  the  amount  tentatively 
allocated  in  the  ECA  appropriation  request  which  vou  also  have  of 
$437,000,000  and  the  British  contribution  of  $70,000,000  m  pounds 
sterling.  That  total  is  $1,985,000,000.  The  total  import,-^,  as  I  stated, 
were  $1,900,000,000.  It  is  actually  $1,903,000,000  and  the  price 
adjustment  which  is  to  be  added  to  that  brings  it  approximately  to 
the  $1,985,000,000. 

The  total  import  program  for  bizone  Germany  totaling  $1,900,000,- 
000  will  therefore  be  financed  by  these  four  means ;  I  should  like  now 
to  direct  your  attention  to  this  uncovered  deficit,  as  we  call  this 
$200,000,000  figure,  which  is  item  48  (a)  in  your  budget  presentation. 
As  Mr.  Nitze  said  this  morning,  in  the  appropriation  requested  for 
ECA,  the  only  financing  that  is  being  requested  in  the  case  of  the  16 
participating  nations  is  for  their  deficit  with  the  Western  Hemisphere. 
In  the  case  of  bizone  Germany  there  is  in  addition  a  request  included 
for  $160,000,000  on  a  1-year  basis.  The  figure  of  $200,000,000  was 
originally  constructed  on  the  basis  of  15  months.  But  as  you  will  see 
in  the  last  colmnn  of  that  sheet,  Mr.  Chau-man,  it  is  reduced  to 
$160,000,000  on  a  1-year  basis. 
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I  might,  in  showing  how  these  figures  have  been  made  up,  refer  to- 


Mr.  ^\  IGGLESWORTH.  That  item  is  entirely  shipments  from  non- 
Western  Hemisphere  sources? 

Colonel  Blumenfield.  That  is  right,  sir;  non-Western  Hemisphere 
nonparticipating  nations. 

Mr.  WiGGLEswoRTH.  That  is  the  only  instance  where  shipments 
from  non-Western  Hemisphere  sources  are  taken  into  account? 

Colonel  Blumenfeld.  In  the  request  before  you;  yes,  sir. 

Mr.  Case.  Is  that  the  deficiency  in  trade  balance?  Will  not 
Germany  have  any  trade  balance  with  these  nonparticipating  counties? 

Colonel  Blumenfeld.  That  is  the  way  the  figure  was  actually 
constructed,  Mr.  Chairman.  I  was  going  to  refer  to  page  137  of  tliis 
brown  book  where  the  break-down  is  actually  contained,  to  indicate 
how  the  sum  of  $200,000,000,  and  now  $160,000,000,  was  actually 
arrived  at. 

That  is  the  bizone  balance  of  payments  data  for  the  fiscal  year 
1948-49  and  you  will  notice  that  it  is  divided  into  Western  Hemis- 
phere, nonparticipating,  and  participating  country  deficits — or  surplus 
in  the  case  of  the  participating  countries. 

At  the  bottom  of  the  second  column,  you  will  see  the  total  deficit  for 
the  Western  Hemisphere  is  $898.7  million  dollars.  That  is  being 
financed  under  the  EC  A  program,  just  as  it  is  with  all  other  participat- 
mg  nations. 

In  addition,  if  you  will  look  at  column  6,  you  will  see  a  trade  deficit 
with  the  other  nonparticipating  nations  of  233.8  million  dollars. 
That  233.8  million  dollars  is  the  trade  deficit  of  bizone  Germany 
with  the  nonparticipating  nations.  It  is  contemplated  that  that  will 
be  financed  by  two  means,  $160,000,000  from  this  request  that  is 
included  as  item  48  (a)  and  the  balance  will  be  absorbed,  we  hope 
and  believe,  by  the  $70,000,000  in  pounds  sterling  which  is  the  British 
contribution  for  the  period. 

Mr.  Case.  What  is  the  total  amount  of  trade  with  the  nonpartici- 
pating countries? 

Colonel  Blumenfeld.  The  total  amount  of  commodity  imports, 
sir,  is  364.5  million  dollars.  The  total  commodity  exports  are  esti- 
mated to  be  130.7  million  dollars. 

Mr.  Case.  Can  you  identify  those  nonparticipating  countries? 

Colonel  Blumenfeld.  Yes,  sh';  insofar  as  the  deficit  is  concerned, 
it  will  largely  consist  of  a  deficit  with  Australia,  India,  New  Zealand, 
and  the  Philippines.  We  do,  of  course,  have  a  trade  with  the  so-called 
satellite  countries  but,  for  the  most  part,  our  trade  is  in  balance 
with  those  areas  merely  for  the  reason  that  the  trade  agreements 
that  we  have  contemplate  that  when  they  sell  us  something  they 
get  sometliing  back. 

Mr.  Case.  Do  you  know  how  much  of  this  $364,000,000  is  with 
Australia? 

Colonel  Blumenfeld.  No,  sir.  I  can  probably  dig  that  out  for 
you,  but  I  do  not  have  it  before  me  now. 

Mr.  Case.  I  was  particularly  interested  in  knowing  how  much  of 
it  would  be  with  Australia  and  New  Zealand  together  as  compared 
with  how  much  it  is  for  the  Philippine  Islands. 

Colonel  Blumenfeld.  The  larger  part  of  it  would  be  with  the 
sterling  area. 
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General  Draper.  Wool,  I  believe,  is  the  largest  single  item  from 
Australia. 

Mr.  Case.  That  puts  the  finger  on  exactly  what  I  was  getting  at. 
I  was  wondering  why  if  this  is  with  the  sterling  area— — 

General  Draper.  We  can  get  wool  for  sterling  which  is  far  better 
than  getting  wool  for  dollars,  obviously.  Wo  have  not  anything  yet 
much  to  ship  to  Australia. 

Mr.  Case.  But  you  wind  up  mth  a  netdcficit  of  $233,000,000? 

Colonel  Blumenfeld.  Yes,  sir. 

Mr.  Case.  And  most  of  that  is  in  the  sterling  area? 

Colonel  Blumenfeld.  That  is  true;  I  would  estimate  more  than 
half  of  it. 

Mr.  Case.  Is  Britain  putting  up  $70,000,000  of  that  $233,000,000? 

Colonel  Blumenfeld.  Yes,  sir;  they  are.  That  $70,000,000  is 
the  British  contribution  to  which  Mr.  Voorhees  alluded  this  morning 
and  the  $160,000,000  included  in  the  ECA  budget  are  the  two  expected 
means  of  financing  that  trade  deficit. 

Mr.  Case.  Since  that  is  in  the  sterling  area,  why  should  not  England 
make  the  full  contribution? 

Colonel  Blumenfeld.  The  full  contribution  of  $233,000,000? 

Mr.  Case.  If  it  is  in  the  sterling  area. 

General  Draper.  Or  the  full  sterling  amount,  whatever  that  is. 

Colonel  Wilkinson.  Because  they  are  counting  on  dollar  proceeds 
of  those  exports  to  support  a  limited  convertibility  of  sterling  into 
dollars. 

General  Draper.  I  spent  6  weeks  with  the  British  last  November 
and  December  arguing,  just  as  j^ou  are,  Mr.  Case. 

Mr.  Case.  I  thought  we  were  told  that  they  were  going  to  make 
$2,000,000,000  in  sterling  out  of  the  tobacco  that  they  are  getting 
from  us,  out  of  the  taxes  on  that  tobacco  and  if  they  have  that  in 
sterling,  and  if  we  give  them  the  tobacco,  I  do  not  know  why  they 
could  not  make  the  contribution  out  of  that  sterling  that  they  are 
making  from  that  transaction,  to  take  care  of  this. 

Mr.  Engel.  What  is  the  situation  in  Ireland? 

Colonel  Blumenfeld.  Ireland  is  one  of  the  participating  nations 
and  you  will  notice  in  column  7  that  it  is  expected,  although  very 
optimistically  again,  that  we  will  generate  a  trade  surplus  with  all 
participating  nations  including  Ireland  of  32.4  million  dollars.  There 
is  a  little  play  there. 

Air.  Engel.  Does  not  Ireland  get  some  of  this  relief? 

Colonel  Blumenfeld.  Under  the  ECA;  yes,  sir.  She  is  one  of  the 
participating  nations. 

General  Draper.  In  answer  to  your  question,  sir,  I  do  not  myself 
think  that  there  is  a  complete  answer,  but  the  answer  that  the  British 
would  make  to  this  I  am  sure  is  that  if  they  paid  another  $50,000,000 
in  sterling  here,  the  situation  of  their  total  Empire  picture  is  such  that 
they  would  be  that  $50,000,000  short  and  would  require,  if  we  were 
going  to  try  to  meet  their  requirements,  $50,000,000  more  in  ECA. 

Mr.  Case.  That  would  be  true  if  it  created  a  dollar  shortage.  But 
this  is  a  shortage  that  is  being  created  within  the  sterling  area.  Mr. 
Cripps  announced  that  they  were  going  to  balance  their  liudget  and 
have  a  balance  of  about  a  billion  and  three-quarters  which  would  be 
created  largely  by  what  they  were  going  to  make  on  tobacco.     And  if 
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that  profit  is  in  sterling,  I  do  not  know  why  they  could  not  apply  part 
of  it  to  take  care  of  this  situation. 

General  Draper.  We  are  going  to  make  an  effort — I  do  not  know 
how  successful  it  will  be — to  tie  this  program  together  with  the 
Japanese  program  in  connection  with  purchases  made  in  Australia 
for  dollars,  and  trying  to  get  shipments  of  cotton  textiles  from  Japan, 
so  that  the  dollar  would  just  be  running  around  the  circle  and  come 
back  here  to  pay  for  the  cotton,  or  whatever  the  commodity  happens 
to  be.     Of  course,  I  am  not  holding  that  out  as  a  promise. 

Mr.  WiGGLESwoRTH.  Have  you  completed  your  statement,  Colo- 
nel? 

Colonel  Blumenfeld.  Yes,  sir;  I  was  through  except  to  call  your 
attention  to  the  fact  that  there  are  two  reasons  why  this  is  being 
financed  in  the  case  of  bizone  Germany  and  not  for  the  other  partici- 
pating countries.  The  first  reason,  and  by  no  means  the  most  impor- 
tant reason,  is  that  it  has  been  contemplated  by  the  executive  branch, 
that  to  the  extent  there  is  a  trade  deficit  with  nonparticipating  coun- 
tries, the  other  participating  countries  will  finance  that  with  their 
so-called  soft  currency,  which  they  do  have,  and  which  is  of  some 
value  in  international  exchange;  or  to  finance  it  themselves  through 
some  other  means.  In  the  case  of  bizone  Germany  she  has  no  cur- 
rency, of  course,  except  the  reichsmark,  which  has  practically  no 
foreign  exchange  value. 

The  second  and  most  potent  reason  for  financing  this  deficit  is  that 
the  occupation  of  Germany  is  a  United  States  flag  responsbility  and 
without  this  financing  she  would  in  her  over-all  balance  of  payments 
be  $223,000,000  short  of  being  able  to  finance  the  recovery  program 
which  has  been  laid  out.  I  think  the  Under  Secretary,  Air.  Draper, 
knows  more  about  this  because  it  was  at  his  particular  request  that 
this  item  was  placed  in  the  program,  for  the  reasons  which  I  have 
outlined. 

General  Draper.  I  would  like  to  say  that  it  was  an  interdepart-r 
mental  committee  who  agreed  to  put  it  in.  I  was  urging  the  arguments 
that  you  were  developing,  Mr.  Case,  and  they  quite  agreed  with  them 
and  found  this  way  to  assist. 

REASON  FOR  INCLUSION  OF  IRELAND,  BELGIUM,  HOLLAND  AND  DENMARK 

IN  EGA 

Mr.  Engel.  Why  should  we  give  American  dollars  to  Ireland, 
Belgium,  Holland,  Denmark,  when  these  or  other  countries  like  them 
were  either  not  in  the  war  or  else,  in  certain  cases,  are  better  off 
than  we  are? 

Mr.  NiTZE.  I  will  see  that  a  statement  on  that  is  inserted  in  the 
record. 

(The  statement  is  as  follows:) 

Reason  Why  Certain  Countries  Are  iNCLtroED  in  the  European  Recovery 

Program 

Representative  Engel  has  asked  why  the  European  recovery  program  inckides 
a  number  of  countries  of  western  Europe  which  did  not  sustain  war  devastation, 
such  as  Switzerland,  Portugal,  Ireland,  Iceland,  and  Sweden  and  other  countries 
in  relatively  good  economic  condition  internally,  such  as  Belgium,  Norway,  and 
Denmark. 

It  may  be  pointed  out  in  reply  that  the  purpose  of  the  European  recovery  pro- 
gram is  to  achieve  economic  recoverytin  western  Europe,  and  not  merely  to  pro- 
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vide  relief.  In  the  recovery  program,  countries  are  included  not  only  as  recipi- 
ents but  also  as  contributors.  Portugal  and  Switzerland,  as  mentioned  on  fre- 
quent occasions,  do  not  require  financial  assistance  from  the  Ignited  States  and 
are  not  expected  to  receive  any.  Switzerland  and  perhaps  Portugal  are  expected 
to  be  able  to  extend  credits  to  other  countries  participating  in  the  program.  In 
the  case  of  the  other  countries  listed,  their  difficulties  arise  largely  from  the 
widespread  dislocation  of  world  production  and  trade  that  resulted  from  the 
war.  It  is  anticipated  that  they  will  receive  some  assistance  from  the  United 
States,  probablv  for  the  most  part  in  the  form  of  loans  rather  than  grants,  but 
that  their  contribution  to  the  economic  recovery  of  the  other  participants  will 
parallel  and  in  several  cases  exceed  their  aid  from  the  United  States. 

The  cooperation  of  all  countries  participating  in  the  plan  will  be  needed  in 
order  to  assure  economic  recovery  of  the  area  as  a  whole.  If  recovery  is  not 
attained  by  Britain,  France,  western  Germany,  and  Italy,  the  relatively  better 
internal  econonuc  condition  of  some  of  the  smaller  European  countries  will  come 
to  an  end.  The  problems  faced  by  the  latter  countries  arise  in  large  m.easure 
from  economic  difficulties  outside  their  control,  and  are  intimately  related  to  the 
econom.ic  difficulties  of  the  larger  participating  countries  in  Europe. 

A  basic  problem  common  to  all  of  these  countries  is  the  inconvertibilitv  of 
European  currencies  which  prevents  them  from  exchanging  their  earnings  from 
trade  with  European  and  other  Eastern  Hemisphere  countries  into  dollars  to  pay 
for  imports  which  thev  can  only  obtain  now  from  the  Western  Hemisphere.  In 
addition,  such  a  country  as  Sweden  is  prevented  from  developing  its  lumbering 
and  paper  exports  for  lack  of  coal  produced  in  Germany  and  Britain.  Inability 
to  obtain  full  supplies  of  coal  from  the  other  participating  countries  requires 
Sweden  to  burn  as  firewood,  forest  products  which  would  otherwise  be  used  in 
sawn  lumber,  pulp,  and  paper  products  for  export.  Certain  countries  like  Ireland 
and  Denmark  also  suffer  from  world  conditions  which  prevent  them  from  gaining 
access  to  sufficient  feedstuff's  to  maintain  livestock  numbers.  These  countries 
require  help  from  the  United  States  to  tide  them  over  until  such  time  as  the  world 
feed  position  is  restored  and  they  are  able  to  restore  their  traditional  exports  of 
animal  products.  At  such  a  time,  assuming  that  European  currency  proceeds  of 
exports  are  convertible  in  sufficient  amount  to  meet  minimum  dollar  payments, 
these  countries  will  no  longer  need  assistance  from  the  United  States. 

It  might  be  possible  and  desirable,  under  a  relief  program,  to  select  from  an  inte- 
grated economic  area  for  assistance  simply  those  countries  which  are  in  greatest 
need  as  a  result  of  the  devastation  of  war  and  disorganization  which  followed  occu- 
pation by  Nazi  Germanv.  Such  a  policy,  however,  is  inappropriate  in  a  recovery 
program.  The  basis  of  the  recoverv  program  in  Europe  is  self-help  and  mutual 
cooperation.  Cooperation  by  such  European  countries  as  Switzerland  and  Portu- 
gal which  are  without  serious  recovery  problems  cm  be  expected  simply  on  the 
basis  of  the  benefits  to  accrue  to  them  from  the  recovery  of  their  neighbors.  In 
the  case  of  other  countries  with  serious  problems,  though  in  relatively  good  in- 
ternal economic  condition,  such  as  Iceland,  Ireland,  Belgium,  Sweden,  Norway, 
and  Denmark,  help  must  be  given  toward  the  solution  of  the  problems  they  face 
if  their  potential  contribution  to  the  general  recovery  program  is  to  be  made 
effective  and  if  a  break  in  the  supply  of  necessary  imports  from  the  Western 
Hemisphere  is  to  be  averted. 

The  total  United  States  ass'stance  expected  to  go  to  the.se  countries  is  expected 
to  be  some  10  or  12  percent  of  the  total  United  States  assistance  under  the  program. 
Failure  to  make  this  assistance  available  would  rot  only  jeopardize  the  basic  con- 
cept of  European  recovery  based  on  maximum  mutual  assistance  among  all  the 
participating  countries  but  would  result  in  the  need  for  increased  United  States 
assistance  to  the  other  western  European  countries. 

BEASON    FOR    FINANCING    DEFICIT    TRADE    BALANCE    OF   BIZONAL 

GERMANY 

Mr.  WiGGLESwoRTH.  Coloiiel,  I  want  to  be  sure  that  I  am  clear  on 
this  48-a  item.  I  understand  that  there  is  a  deficit  for  bizonal  Ger- 
many contemplated  for  the  fiscal  year  1948-49  with  other  nonpartici- 
pating  countries  to  the  tune  of  233.8  million  dollars? 

Colonel  Blumenfeld.  Yes,  sir. 
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Mr.  WiGGLESwoRTH.  I  further  understand  that  there  are  similar 
deficits  for  other  participating  countries,  in  balances  of  payments 
with  nonparticipating  countries. 

Colonel  Blumenfeld.  There  may  be,  sir,  in  some  cases. 

Mr.  Wiggles  WORTH.  But  that  those  other  deficits  will  be  taken 
care  of  in  the  currency  of  the  country  in  question? 

Colonel  Blumenfeld.  Perhaps  I  was  oversimplifying  it.  There 
are  in  many  cases  deficits,  and  in  other  cases  there  may  be  surpluses. 

Mr.  WiGGLBSWORTH  What  I  would  like  to  know  is  why  this  kind  of 
a  trade-balance  deficit  is  taken  care  of  for  bizonal  Germany  when  we  do 
not  take  cafe  of  it  for  any  of  the  other  of  the  1 6  participating  countries? 
I  understand  your  answer  to  be  fii'st,  the  wealvness  of  the  German 
currency  and,  second,  the  fact  that  we  are  in  occupation. 

Colonel  Blumenfeld.  That  is  right,  sir.  In  other  words,  they  are 
expected  to  finance  that  deficit  by  their  own  means,  by  their  own  local 
currency  and  by  other  means.  In  other  words,  the  executive  branch 
is  not  asking  under  the  ECA  to  finance  the  world-wide  deficits  of  all 
comitries.  They  have  restricted  it  to  the  dollar  areas,  the  Western 
Hemisphere  area. 

Mr.  Wigglesworth.  Except  in  this  one  instance? 

Colonel  Blumenfeld.  Except  in  bizone  Germany. 

General  Draper.  The  plain  and  simple  fact  is  that  if  it  were  not  so 
financed  it  would  not  exist;  it  would  not  happen  because  we  have 
nothing  else  to  pay.  There  are  no  reserves  in  Germany;  there  is  no 
foreign  exchange  balance,  except  the  small  joint  export-import  agency 
balances.  As  a  result,  therefore,  that  $233,000,000  deficit  would 
never  happen,  because  we  would  not  be  able  to  import  the  goods  and 
we  could  not  get  the  recovery. 

Mr.  Voorhees.  Stated  another  way,  most  of  it  would  have  to  be 
in  the  GARIOA  appropriation  anyway,  in  order  to  keep  them  going. 

Air.  Nitze.  I  might  add  one  point  on  that.  The  basic  reason  why 
only  the  Western  Hemisphere  deficit  was  considered  in  this  justifica- 
tion is  that  when  the  CEEC  countries  met  at  Paris  and  wrote  the 
Paris  report,  they  addressed  themselves  only  to  the  Western  Hemi- 
sphere deficit  of  the  participating  countries.  And  in  view  of  the  fact 
that  they  had  not  asked  for  assistance  with  respect  to  their  deficit 
with  countries  outside  the  Western  Hemisphere,  we  did  not  consider 
that  in  our  justification  except  in  the  case  of  bizone  Germany  where 
the  responsibility  was  or  us  to  achieve  recovery.  It  was  felt  essential 
to  include  it  in  the  case  of  Germany. 

The  problem  still  exists  with  respect  to  other  countries,  however. 
The  total  amount  of  the  deficit  of  the  participating  countries  including 
western  Germany  with  other  nonparticipating  countries,  under  our 
estimate,  amounts  to  $857,000,000  of  which  $233,000,000  is  the 
German  portion  thereof,  so  that  there  is  a  remaining  deficit  of 
$624,000,000  of  the  other  countries.  In  certain  of  the  other  countries 
that  problem  may  not  be  easily  solved.  Austria  is  a  case  in  point. 
Frankly,  I  should  think  that  there  are  good  reasons  for  considering 
Austria  to  be  in  the  same  position  as  Bizonia.  Greece  |is  another 
case  where  it  may  be  necessary  for  the  Administrator  to  revise  these 
projections  in  order  to  take  care  of  the  portion  of  Greece's  deficit 
with  nonparticipating  countries. 

That  is  one  of  the  important  points  to  which  the  Administrator  will 
have  to  address  himself  and  which  are  not  taken  care  of  in  this  par- 
ticular justification. 
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Mr.  WiGGLESWORTH.  Are  there  any  other  questions  on  the  48-a 
item? 

PERTINENT    DATA    RELATIVE    TO    BIZONAL    GERMANY    ECONOMY 


Colonel  Blumenfeld.  I  might  say,  before  I  leave,  that  Congress- 
man Stefan  requested  certain  statistical  data.  I  have  had  prepared 
a  table  which  I  believe  your  clerk  has  distributed  amongst  you.  The 
principal  question  asked  was  about  agricultural  machinery,  but  I  have 
also  taken  the  liberty  of  adding  supplemental  statistics  that  may  be 
of  some  enlightenment.  I  must  confess  that  it  is  very  difficult  to  get 
any  accurate  figures  for  a  prewar  comparison  because  of  the  fact  that 
the  German  statistics,  as  they  exist,  are  for  the  whole  of  Germany. 
But  the  expert  statisticians  in  Germany  under  Mr.  Wilkinson  have 
weighted  them  and  broken  them  out  and  I  think  the  figures  you  have 
before  you  are  fairly  representative. 

Mr.  Stefan.  Thank  you  very  much,  Colonel. 

(The  table  is  as  follows:) 

Pertinent  Data  Relative  to  the  Bizonal  Germany  Economy 

A.  Data  re  farm  machinery 

RATIO  OF  TRACTORS  TO  FARMS 


Farm  size  in  hectares 

Number  of 
tractors 

Average  per 
farm 

200                                                                                 -  -     

1,500 

2,  500 

10, 900 

34,  600 

10,  500 

0 

1.5 

100to200                                        

1.0 

50to  100                   - 

.8 

20  to  50                                                                                     

.3 

10  to  20                                       -  

.04 

0  to  10      -                   -- 

0 

Total 

1  60,  000 

>  95  percent  are  serviceable. 

PRODUCTION  IN  POSTWAR  YEARS 

1945 1,000    Plamied,  1948 

1946 2,250    Plant  capacity 

1947 3,000 


5,  000 
13,500 


all  farm  MACHINERY  (MONTHLY  AVERAGE) 


Plows  (power  driven) 

Plows  (horse  drawn) 

Harrows 

Cultivators  (power  driven) . 
Cultivators  (horse  drawn).. 

Fertilizer  spreaders 

Beet-harvesting  machines... 
Potato-harvesting  machines 

Threshers 

Straw  presses 

Shaft  cutters 

Beet  cutters 

Total  in  tons 

others  (in  tons) 

Spare  parts 

Total 


1947 
(August- 
December) 


220 

4,036 

3,856 

35 

268 

289 

145 

954 

380 

86 

1,  Q61 

1,  597 


2,041 
1,312 
1,576 


4,929 


January 
1948 


499 
665 
271 

15 
276 
287 
7 
706 
436 

96 
039 
758 


2,110 
1^672 
1,589 


5,371 


February 
1948 


575 
658 
857 

46 
177 
389 
518 
667 
362 

87 


2,091 


2,285 
2,080 
1,820 


6,185 
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B.   Data  on  industrial  production  indexes  in  percentage  oj  1936  production 


1946 


1947 


First 
ERP 
year 


1'  ourth 
ERP 
year 


All  industry 

Coal 

Mining  (excluding  coal). 

Metals 

Vehicles 

Building  materials 

Sawmills 

Chemicals 

Rubber  products 

Paper  and  pulp 

Leather 

Textiles 

Electric  and  gas 

Others 


33 
50 
53 
22 
17 
36 
92 
43 
34 
25 
31 
20 
79 


38 
64 
68 
26 
19 
38 
87 
43 
40 
28 
33 
29 


61 
79 
84 
44 
34 
49 

108 
67 
59 
46 
43 
66 

113 


lOO 

100 

130 

85 

90 

85 

no 

90 
100 

85 
100 

90 

120 

105-110 


C.  Comparison  of  production  in  bizone  Germany  between  January-March  1947  and 

January-March  1948 


January- 

January- 

March  1947 

March  1948 

17, 032 

20,  251 

13,  942 

15,  706 

352 

332 

504 

947 

457 

826 

427 

635 

28.8 

53.2 

31.8 

116.4 

2,001 

4,451 

Hard  coal thousand  metric  tons 

Brjwni  coal do._ 

Peclc  coal do.. 

Ingot  steel do_. 

Pig  iron do_. 

Hot  rolled  products. 

Nitrogen  (N-2) thousand  metric  tons 

Potash  (K2O) do.. 

Trucks  (units) 


D.   Comparison  of  production,  1936,  1948,  1947,  and  first  ERP  year  target 


Crude  potash thousand  metric  tons. 

Pig  iron do... 

Ingot  steel  do. .. 

Rolled  mill  products do... 

Nitrogen  N-2 do... 

Phosphates  P2O5 do... 

Potash  (K20) do.... 

Hard  coal millions  of  tons.. 

Brown  coal do  __ 

Car  and  truck  tires thousands  . 

Bic^  cle  tires -do  ... 

Leather  shoes thousand  pairs  . 

Paper  and  cardboard thousands  of  tons.. 

Wool  yarn do — 

Cotton  yam do — 

Electric  power  generation  (public  utility  station) 

millions  of  kilowatt  hours.. 


1936 

1946 

1947 

4, 344 

2,616 

3,270 

12.  204 

2,076 

2, 264 

14,  2".2 

2.484 

2,948 

10. 29P, 

1,914 

2,105 

(') 

124 

191 

(') 

(') 

100 

599 

284 

322 

117 

54 

71 

57 

51 

59 

2.721 

8.52 

905 

29,  448 

3,  960 

3,  876 

(') 

17, 000 

20, 000 

1,166 

311 

351 

47 

(') 

21 

209 

(') 

62 

(') 

13, 881 

15,245 

First 
ERP 

year 


4,000 

5,000 

5,500 

6,200 

2^0 

200 

500 

95 

65 

1,7(10 

7,4C0 


30,  OCO 

4eo 

47 
142 

20, COO 


1  Not  available. 

E.  Comparison  of  export  deliveries  of  industrial  items  in  millions  of  dollars,  one- 
fourth  calendar  year  1946,  one-fourth  calendar  year  1947,  first  quarter  1948, 
as  reported  by  Joint  Export-Import  Agency  (JEIA) 


First 

quarter 

1948 

One-fourth 
calendar 
year  1947 

One-qnarter 
calendar 
year  1946 

Coal                                    

44.7 
6.9 
9.8 

27.4 

30.5 

9.9 

.8 

15.3 

28.4 

Timber                                                             -  

2.8 

Textiles                             

.2 

Others                                                            

4.4 

Total                                                   - 

88.8 

56.5 

35.8 

*l' 
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F.  Status  of  locomotives  and  car  repair  situation  (as  of  Apr.  S) 


Total 

Service- 
able 

Unservice- 
able 

Repairs 
during 
week 

Going  bad 
in  week 

Gain 
through 
exchange 

Locomotives ... 

11.240 
318, 250 

6.851 
257, 515 

4, 389 
80,735 

356 
32, 185 

359 
31,283 

0 

Cars 

86 

G.  1936  production  estimates,  hizone  Germany 

Hard  coal thousand  tons..  117.000 

Brown  coal do 57,000 

Pig  iron do 12,204 

Steel  ingots do  14,232 

Potash  (K2O) do 599 

Nitrogen  compounds do 229 

Trucks vehicles..  45,240 

Textiles thousand  tons..  256 

H.  Imports  and  exports,  hizone  Germany,  1936 
[Million  dollars] 


Imports 

Exports 

Textiles...  

87.5 
18.9 
22.4 
30.0 
21.2 
11.9 

51  0 

Lumber,  pulp  and  plywood ...     .. 

Nonferrous  metals  and  products ...    .. 

17.1 

Iron  ores     ___ 

Hides,  slcins.  and  leather . 

Rubber 

Chemicals 

94  0 

Machinery .. 

75.8 

Coalandcoke .... 

87  0 

Iron  and  steel  manufactures 

67.9 

Ironandsteel 

64  8 

Electrical  equipment 

23.2 

Vehicles...  .__  

26.1 

Paper  and  )aper  products 

16.5 

Optical  and  precision  instruments. 

7.3 

REHABILITATION    AND    REESTABLISHMENT    OF    J.IPANESE    AND    KOREAN 

ECONOMY 

Mr.  WiGGLEswoRTH.  General  Draper,  did  you  wish  to  make  a 
statement  on  Japan  and  Korea? 

General  Draper.  I  did,  sir.  Mr.  Engel  had  asked  that  I  make 
this  statement  on  Japan  and  Korea  today  if  possible,  because  he  may 
not  be  able  to  be  here  tomorrow. 

Mr.  WiGGLEswoRTH.  You  may  proceed. 

General  Draper.  My  statement  has  to  do,  sir,  with  the  desirability, 
from  the  point  of  view  of  the  long-range  interests  of  the  United  States 
as  well  as  the  financial  interests  of  the  United  States,  for  a  similar 
approach  in  the  Japanese  economy  to  the  one  that  has  been  discussed 
at  length  before  your  committee  today  and  yesterday  with  respect  to 
Germany. 

About  a  year  and  a  half  ago  it  became  apparent  to  the  Department 
of  the  Aj-my  both  with  respect  to  Germany  and  Japan  that  the  occupa- 
tion which  had  been  anticipated  to  be  of  short  duration  was  lengthen- 
ing out;  the  costs  were  tremendous,  and  that  only  through  economic 
rehabilitation,  which  has  been  discussed  often  here,  could  the  cost 
be  cut  down  and  perhaps  eliminated. 

Planning  toward  that  end  started  at  that  time.  Plans  were  fairly 
well  along  with  respect  to  Germany,  for  example,  before  the  economic 


recovery  program  was  even  discussed.  And  they  have  all  been  fitted 
into  what  you  heard  here  today — that  is,  that  thinking. 

The  same  was  true  with  respect  to  Japan.  Planning  was  done. 
No  time  came  when  it  was  possible  before  some  months  ago  to  ap- 
proach this  realisticaUy  because  of  the  lunitation  on  funds,  and  so 
forth.  About  7  months  ago,  my  first  action  when  I  was  made  Under 
Secretary,  was  to  go  to  Japan.  I  knew  something  about  Germany, 
but  I  knew  nothing  about  Japan  and  Korea.  And  that  conclusion 
was  inescapable,  upon  seeing  conditions  over  there. 

Six  months  later,  about  2  months  ago.  Secretary  Roy  all  himself 
intended  to  go  over  and  made  all  the  plans  for  it  and  invited  Paul 
Hoffman  to  go  with  him;  also  Percy  Johnston,  chairman  of  the 
Chemical  Bank  of  New  York;  Robert  Loree,  chairman  of  the  National 
Trade  Council,  representing  foreign  trade  interests  of  the  country; 
Mr.  Scheuer,  the  head  of  the  Scheuer  Co.,  who  was  the  textile  con- 
sultant for  the  War  Department  and  knows  the  occupation  problems 
in  textiles;  Mr.  Williams,  former  president  of  Caimon  Mills,  who  has 
just  retired  and  agreed  to  take  over  the  job  of  selling  textiles  for  us  in 
Japan.  He  had  been  selling  Cannon  Mills  textiles  for  almost  all  of 
his  life ;  and  Mr.  Herbert  Feis  who  has  been  economic  adviser  to  Mr. 
Stimson  during  the  war,  and  two  or  three  others,  representatives  of 
the  Treasury,  and  so  forth.  That  group  spent  3  weeks  in  Japan  and 
a  few  days  in  Korea  and  when  they  came  back  issued  a  public  state- 
ment, which  I  will  file  with  the  committee.  It  is  a  fairly  brief  one, 
but  it  does  summarize  the  conditions  as  they  saw  them  there.  The  last 
paragraph  of  the  statement  reads: 

As  an  occupying  power  we  have  accepted  a  flag  responsibility.  We  believe 
the  United  States  can  discharge  this  responsibility  better,  and  end  it  earlier  by 
concentrating  on  economic  recovery  and  by  gradually  reducing  relief.  Our  group 
therefore  recommends  approval  and  implementation  by  our  Government  of  the 
suggested  recovery  program  at  the  earliest  possible  date. 

Mr.  WiGGLESwoRTH.  That  is  in  respect  to  Korea  or  Japan? 

General  Draper.  Japan  and  Korea. 

(The  fidl  text  of  the  statement  is  as  follows:) 

Statement  By  Percy  H.  Johnston,  Chairman,  on  Behalf  of  the  Advisory 
Group  Which  Visited  Japan  and  Korea  at  the  Request  of  Secretary  of 
the  Army,  Kenneth  C  Royall 

Note. — The  group  consisted  of  Mr.  Percy  H.  Johnston,  formerly  chairman  of 
the  Chemical  Bank  and  Trust  Co.;  Mr.  PaurC.  Hoffman,  president  of  Studebaker 
Cori^.;  Mr.  Robert  F.  Loree,  chairman,  National  Foreign  Trade  Council,  formerly 
vice  president  of  the  Guaranty  Trust  Co.,  and  Mr.  Sidney  H.  Scheuer,  senior 
partner  Scheuer  &  Co.  The  group  was  assisted  by  Mr.  Herbert  Feis,  special 
adviser  to  the  Secretary  of  the  Army;  by  Mr.  Alexander  Lipsman,  Treasury 
Department;  and  on  textile  matters  by'Mr.  Frederic  A.  Williams,  former  president 
of  Cannon  Mills,  Inc. 

Secretary  of  the  Army,  Kenneth  C.  Roj'all,  invited  us  as  a  group  of  business 
men  interested  in  occupation  problems  resulting  from  the  defeat  of  Japan  to  visit 
Japan  and  Korea  with  Under  Secretary  of  the  Army,  William  H.  Draper.  We 
have  just  returned  from  a  3  weeks  trip  in  which  we  have  extensi\ely  reviewed  the 
occupation  problems  in  those  areas.  We  were  shown  every  cooperation  and  given 
full  opportunity  to  ascertain  the  facts  by  the  military  authorities  in  both  Japan 
and  Korea. 

In  Japan,  General  MacArthur,  Supreme  Commander  for  the  Allied  Powers,  is 
administering  our  occupation  of  the  four  main  islands  of  Japan,  which  have  a 
population  of  nearly  80,000,000. 

We  have  been  greatly  impressed  with  the  complete  demilitarization  of  Japan 
and  with  the  progress  'made  in  developing  representative   government  in  that 
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formerlj'  feudalistic  country.  A  thoroughly  democratic  constitution  has  been 
adopted  and  an  elected  diet,  or  parhament,  is  actively  functioning.  Unlike  the 
situation  in  Germany  and  Korea.  Japan  is  not  cut  up  in  separate  zones  of  occupa- 
tion, and  a  Japanese  Government  is  actively  dealing  \vith  the  daily  problems  of 
its  people.  The  Japanese  people  themselves  seem  to  be  fully  cooperating  with  the 
occupation  authorities.     These  are  outstanding  achievements. 

Although  2J^  years  have  passed  since  the  surrender  no  treaty  of  peace  has  yet 
been  signed.  The  United  States  has  been  paying  the  military  costs  of  occupation 
and  in  addition,  under  its  international  obligation  to  prevent  disease  and  unrest, 
has  been  furnishing  food  and  other  relief  supplies  to  keep  the  Japanese  people 
alive.  These  relief  costs  run  to  nearly  $400,000,000  a  year.  In  our  opinion 
the  United  States  must  now  face  squarely  the  problem  of  assisting  the  Japanese 
people  to  become  self-supporting.  Otherwise  we  will  be  called  on  to  continue 
relief  shipments  indefinitely,  so  long  as  our  occupation  rssponsibilities  continue. 

Japan  has  been  shorn  of  its  empire  and  no  longer  has  under  its  control  resources 
of  food  and  raw  materials  which  formerly  contributed  to  its  prosperity.  It  has 
lost  ^lanchuria,  North  China,  Korea,  and  Formosa.  It  is  growing  only  SO  percent 
of  its  minimum  food  requirements.  Its  population  is  increasing  a  million  a  year. 
It  must  produce  and  export  industrial  products  in  large  volume  to  live.  It  is 
short  of  food  and  natural  resources. 

Our  group  believes  that  the  United  States,  in  its  own  interest,  should  now  assist 
the  industrial  recovery  of  Japan.  Japan's  industrial  products  are  needed  through- 
out the  Far  East,  which  also  needs  Japan  as  a  market  for  its  potential  svn'pluses — 
its  tin,  copra,  wool,  cotton,  iron  ore,  bauxite,  and  rice.  We  found  that  Japanese 
industry  is  operating  at  a  very  low  level — only  40  percent  of  15  years  ago — 
because  it  is  unbelievably  short  of  needed  raw  materials.  However,  despite  the 
upheaval  of  war  and  defeat  and  the  changing  social  outlook,  the  traditional  will 
to  work  of  the  Japanese  people  themselves  is  still  in  evidence.  Food  production 
and  coal  production  have  been  steadily  rising,  although  both  are  still  far  below 
minimum  needs.  Food  collections  are  better  than  at  any  time  since  the  occupa- 
tion— in  fact  rice  collections  reached  100  percent  of  this  year's  quota  while  we 
were  in  Japan. 

The  reparation  issue  has  not  been  settled.  The  Japanese  do  not  yet  know  which 
plants  and  which  equipment  will  be  left  to  them,  so  there  is  little  incentive  to 
restore  and  reconstruct.  Plants  which  are  needed  and  which  can  be  used  in 
bringing  about  the  economic  recovery  of  Japan  should  be  retained  and  only  excess 
capacity  removed.  Otherwise  the  United  States,  which  is  now  making"  up  the 
present  Japanese  deficit,  would  in  effect  be  paying  the  reparation  bill.  In  our 
opinion,  the  amount  of  this  excess  capacity  realistically  available  for  reparations 
is  not  great.  It  is  most  important  that  the  present  uncertainty  be  removed  and 
the  reparation  issue  be  finally  settled. 

Japanese  exports  have  been  growing  and  reached  nearly  $200,000,000  last  year. 
But  these  exports  must  increase  six  or  seven  times  to  provide  payment  for  the 
food  and  raw  materials  needed  to  sustain  a  tolerable  standard  of  life  in  Japan 
and  to  provide  the  import  basis  for  this  volume  of  exports.  In  our  opinion,  it 
should  be  possil^le  to  accomplish  this  if  tranquillity  is  gradually  restored  throughout 
the  Far  East,  if  present  restrictions  on  Japanese  trade  and  travel  are  gradually 
removed,  and  if  help  is  given  to  import  raw  materials  and  get  production  going. 

A  gradual  shift  in  Japanese  food  and  other  imports  from  the  dollar  area  to  the 
sterling  and  far  eastern  areas,  with  compensation  in  Japanese  industrial  exports, 
will  tend  to  relieve  the  present  dollar  shortages  in  those  areas  which  now  limit 
Japanese  export  sales,  particularlj'  in  textiles  made  from  American  cotton. 

The  Japanese  merchant  marine  has  been  reduced  bj'  war  losses  to  20  percent 
of  its  prewar  size.  This  represents  a  large  factor  in  Japan's  foreign-trade  deficit. 
The  group  believes  that  Japan  should  be  encouraged  to  increase  its  merchant 
shipping  both  by  new  building  and  by  chartering  available  bottoms. 

The  Japanese  Government  has  been  struggling  with  many  internal  problems 
resulting  from  the  devastation  and  destruction  of  war  and  defeat.  Principal  among 
these  is  the  inflationarj^  spiral  resulting  from  the  extreme  scarcity  of  raw  materials 
and  consumers  goods,  the  constantly  rising  prices  and  wages,  and  the  heavy 
budgetary  deficit.  The  internal  cost  of  the  occupation  adds  to  this  problem. 
Until  this  inflation  problem  can  be  solved  with  greater  production,  increased  tax 
revenues,  and  more  rigid  control  of  governmental  expenditures,  the  establishment 
of  a  stable  foreign  exchange  rate,  and  even  of  a  stable  internal  economy  can'hardly 
be  achieved.  Here  again,  the  importation  of  greater  amounts  of  raw  materials  and 
the  resulting  increased  production  will  assist  in  a  solution. 
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Drastic  and  continuing  efforts  by  the  Japanese  themselves  are  necessary  to 
balance  the  national  budget.  Self-help  and  self-sacrifice  in  clarifying  and  con- 
troUing  internal  price  and  wage  relationships,  in  reducing  national  expenditures 
and  increasing  tax  revenues,  in  constantly  expanding  the  indigenous  production 
of  food,  coal,  and  other  available  Japanese  resources,  are  e?s.ential  to  proper  use  of 
possible  American  assistance  and  of  course  to  economic  recovery  itself.  The 
Japanese  people  will  have  to  work  hard  and  long,  with  comparatively  little  recom- 
pense for  many  years  to  come,  in  order  to  survive  and  support  their  growing  popu- 
lation. 

In  conclusion  our  group  agrees  with  General  MacArthur  and  with  the  Depart- 
ment of  the  Army,  that  the  industrial  recovery  of  Japan  on  a  peaceful  basis  is 
necessary  to  bring  about  a  self-supporting  economy;  that  this  program  has  now 
properly  become  a  primary  objective  of  the  occupation;  and  that  the  American 
Government  in  the  national  interest  should  support  a  reasonable  recovery 
program. 

In  Korea  the  problem  is  complicated  by  the  artificial  division  of  the  country 
into  two  military  zones  of  occupation.  The  Koreans  are  eager  for  independence 
to  which  our  Government  is  committed.  It  has  been  impossible  so  far  to  hold 
elections  throughout  all  Korea,  but  an  election  is  soon  to  be  held  in  south  Korea 
throughout  the  .\merican  zone,  under  the  auspices  of  the  United  Nations.  After 
the  election  and  the  setting  up  of  a  representative  government  it  is  proposed 
under  the  United  Nations  resolution  to  work  out  arrangements  for  the  withdrawal 
of  occupation  troops. 

Korean  food  production  is  improving  and  within  a  reasonable  period  south 
Korea  should  be  able  to  supply  its  own  food  requirements  if  fertilizer  requirements 
can  be  met.  Other  problems,  however,  are  most  acute.  Lack  of  raw  materials 
is  greater  even  than  in  Japan.  South  Korea  is  dependent  for  much  of  its  power 
supply  from  north  Korea.  The  Korean  railroads  would  stop  if  coal  supplied 
by  our  occupation  authorities  in  Japan  were  cut  off.  The  industries  which  Japan 
developed  during  40  years  of  Japanese  control  are  operating  at  only  about  20 
percent  of  capacity.  South  Korea  is  short  of  raw  materials,  and  equally  short  of 
management  and  technical  supervision  formerly  stipplied  by  the  Japanese.  As 
in  Japan,  the  United  States  has  been  supplying  food,  fertilizer,  and  petroleum 
products  to  keep  the  economy  from  collapse. 

Here  again  our  group  believes,  with  General  Hodge,  our  military  commander 
that  reasonable  assistance  should  be  given  to  provide  raw  materials  and  give  the 
Korean  economy  a  better  opjiortunity  to  function  on  its  own  feet.  An  interim 
aid  program  not  limited  solely  to  relief,  should  give  to  a  new  Korean  Government, 
when  it  is  formed,  the  needed  help  to  establish  the  stable  economic  conditions  so 
necessary  to  the  continuance  of  free  democratic  government. 

Finally,  our  group  has  examined  the  proposed  recovery  program  prepared  by 
the  Department  of  the  Army  and  supported  by  the  State  ber>artment.  The  pro- 
gram would  provide  a  total  of  $220,000,000  for  a  12  months  period  for  raw  mate- 
rials and  other  recovery  items  for  Japan,  Korea,  and  the  Ryukyu  Islands.  We 
believe  such  a  recovery  program  essential  in  order  that  we  can  reduce  and  even- 
tually eliminate  spending  in  these  areas  for  relief. 

As  an  occupying  power  we  have  accepted  a  flag  responsibility.  We  believe 
the  United  States  can  discharge  this  responsibility  better,  and  end  it  earlier  by 
concentrating  on  economic  recovery  and  by  gradually  reducing  relief.  Our  group 
therefore  recommends  approval  and  implementation  by  our  Government  of  the 
suggested  recovery  program  at  the  earliest  possible  date. 

Air.  Case.  Is  that  recommendation  covered  by  the  money  requests 
and  the  estimates  now  before  us? 

General  Dr.\per.  No,  sir.  I  was  going  to  explain  to  you  why  we 
did  bring  it  in  at  this  time  and  just  what  the  situation  is.  I  should 
say  that  the  plans  that  have  been  prepared  for  some  time  by  the  De- 
partment of  tbc  Army  and  which  have  been  presented  in  bills  before 
the  Congress,  were  coordinated  with  and  concurred  in  fidly  by  the 
State  Department.  The  plan  was  examined  b}^  the  National  Advisory 
Council  and  considered  appropriate  to  United  States  responsibility. 

The  original  basis  was  on  a  15-month  plan,  but  on  a  similar  basis 
such  as  ECA  it  was  reduced  to  a  12-month  basis  in  accordance  with 
the  change  made  there. 
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I  testified  before  this  committee  last  December,  I  think  it  was,  and 
then  in  Januarj*.  We  were  presenting  a  bill  in  connection  with  this 
matter  before  the  House  Foreign  Affairs  Committee.  That  bill  was 
referred  in  the  Senate  to  the  Armed  Services  Committee,  so  that  the 
Senate  Foreign  Relations  Committee  did  not  happen  to  have  it. 

We  had  hearings  before  the  House  Foreign  Affairs  Committee  and 
at  the  time  of  the  European  recovery  program  bill,  China  relief,  and 
so  forth,  Dr.  Eaton,  and  IVIr.  Vorys  of  the  House  Foreign  Affairs 
Committee  included  this,  so  far  as  their  work  was  concerned,  within 
one  package  for  foreign  relief.  It  was  just  prior  to  the  time  of  the 
rapid  passage  of  the  European  recovery  program  in  both  houses  and 
Senator  Vandenberg,  to  whom  this  had  not  been  referred  and  who  was 
therefore  not  too  familiar  with  it,  feared  that  the  week  or  10  days  or 
whatever  might  be  involved  in  time  of  discussion  would  perhaps 
delay  ERP  passage. 

Mv,  Case,  And  would  possibly  jeopardize  a  few  votes  on  the  other 
bill? 

General  Draper,  It  might  have  done  that.  So  we  asked  that  it 
be  held  out  and  handled  separately  and  he  assm-ed  Air.  Royall  of  his 
support.  Similarly  Senator  Gurney  assured  us  of  support.  It  was 
his  committee  to  which  the  m.atter  had  been  referred,  but  his  com- 
mittee has  been  simply  overloaded,  as  you  know,  with  other  things 
that  they  had  been  interested  in. 

If  the  committee  will  refer  to  page  1159  they  will  see  the  suggested 
language  which  broadens  the  purposes  of  the  relief  expenditures  to 
include  the  rehabilitation  and  reestablishment  of  the  economy  in 
such  areas  and  then,  at  the  bottom  of  the  page,  you  will  notice — 

Provided  further,  That  expenditures  hereunder  may  be  made  for  the  purposes 
of  economic  rehabilitation  in  such  manner  as  may  be  necessary  to  support  and 
complement  the  responsibilities,  obligations,  and  objectives  of  the  Economic 
Cooperation  Act  of  1948  in  Germany  and  in  furtherance  of  like  objectives  in 
Japan  and  Korea  and  in  other  occupied  areas. 

There  is  no  thought  I  might  say  in  that  of  changing  the  pm-pose  or 
tenor  or  type  of  the  appropriation  expenditures  as  far  as  Germany  is 
concerned,  because  the  industrial  items  and  the  raw  materials  would 
be  provided  from  the  economic  recovery  appropriation  as  has  been 
pointed  out.  But  it  would  permit  that  in  Japan  and  Korea  we  would 
carry  on  a  beginning  program  which  would  look  to  ending  the  relief 
appropriations  in  due  course. 

Air.  Case.  Has  this  been  discussed  with  the  Foreign  Affairs  Com- 
mittee? 

General  Draper.  Yes,  sir. 

Mr.  Case.  And  the  Foreign  Affairs  Committee  is  willing  to  relin- 
quish its  normal  jurisdiction  under  this  legislation  if  the  Appropriations 
Committee  will  take  the  heat  of  carrying  the  burden  for  extending  this 
EC  A  program  to  Korea  and  Japan;  is  that  correct? 

General  Draper.  I  should  not  want  to  speak  for  the  Foreign 
Affairs  Committee  and  I  cannot  confirm  that  it  has  been  discussed  with 
the  entire  Foreign  Affairs  Committee.  But  I  did  tliscuss  the  matter 
with  Mr.  Vorys  and  Dr.  E^aton. 

Mr.  Stefan.  Is  there  a  figure  of  the  expected  cost? 

General  Draper.  Yes,  sir. 
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ESTIMATED  COST  OF  PROGRAM  FOR  ECONOMIC  REHABILITATION  OF  JAPAN 

AND  KOREA 

Mr.  Stefan.  How  much  is  it  going  to  cost? 

General  Draper.  I  have  here  a  study  prepared  in  the  Department 
of  the  Army  on  the  economic  rehabihtation  of  Japan  and  Korea.  This 
program  originally  was  based  on  15  months,  which  called  for  a  total  of 
$275,000,000 — modest  in  comparison  with  European  recovery. 

Mr.  WiGGLESwoRTH.  FoT  how  many  months? 

General  Draper.  That  was  for  15  months.  On  the  basis  of  12 
months  it  is  $220,000,000  of  which  $144,000,000  is  for  Japan  and 
$60,000,000  for  Korea  and  $16,000,000  for  the  Ruykyus.  The  general 
type  of  program  is  similar  to  the  Em'opean  recovery  program  outside 
of  food.  The  thought  would  be  and  the  suggestion  is  that  by  broaden- 
ing the  language,  by  making  it  clear  to  the  subcommittee  and  if  this 
committee  should  approve  it,  making  it  clear  in  its  report  to  the  Con- 
gress that  expenditm'es  for  this  purpose  would  be  permitted,  it  would 
mean  that  dming  the  balance  of  this  year  we  would  be  spending  at  a 
somewhat  higher  rate  than  one-twelfth  per  month.  We  would  then 
come  back  to  the  Congress  either  for  legislation  if  that  is  what  was 
desired,  or  for  a  deficiency  appropriation. 

Mr.  Stefan.  General,  would  not  this  language  be  subject  to  a  point 
of  order,  because  it  is  legislation  on  an  appropriation  bill? 

General  Draper.  That  is  correct,  sir. 

Mr.  Case.  Of  course,  there  is  other  legislation  in  here,  in  my 
judgment,  so  that  there  will  have  to  be  a  rule  in  order  to  consider  this 
bill,  anyway. 

General  Draper.  I  took  the  matter  up  with  Air.  Webb,  the  Direc- 
tor of  the  Bm-eau  of  the  Budget,  and  he  took  it  up  with  the  Economic 
Recovery  Administrator.  It  has  been  approved  there.  The  Bureau 
of  the  Budget  has  informally  approved  it  and  is  in  the  process  of 
putting  it  through  the  usual  channels.  It  was  discussed  with  Senator 
Bridges,  who  also  approved  it.  I  have  not  yet  taken  it  up  with 
Senator  Vandenberg  or  Senator  Gurney,  but  propose  to  do  so,  subject 
to  the  desu-es  of  this  committee. 

I  ought  to  say  that  the  amount  of  factory  space,  and  such  facilities, 
is  even  greater  in  Japan  than  in  Germany.  The  Japanese  are  co- 
operating I  think  as  no  other  occupation  has  ever  had  cooperation. 
They  are  ready  to  work  hard.  There  are  a  lot  of  internal  problems, 
but  raw  materials  would  solve  a  great  many  of  them  and  would  permit 
an  increase  in  exports  on  a  very  large  scale. 

potential    markets    for    JAPANESE    EXPORTS 

Mr.  Case.  Where  do  they  expect  to  sell  those  exports  in  order  to 
get  a  balance  of  their  trade  within  3  years? 

General  Draper.  I  am  sorry,  I  did  not  say  that  they  thought  they 
could  get  a  balance  in  3  years.  They  thought  that  the  recovery  type 
of  expenditure  could  be  limited  to  a  short  period.  I  believe  it  was 
figured  on  a  5-year  basis. 

Mr.  Case.  But  recovery  does  assume  that  they  will  be  balancing 
their  imports  against  what  they  export  and  sell? 

General  Draper.  But  they  might  still  require  some  relief  expendi- 
tures.    They  are  figuring  that  in  5  years  there  would  be  a  balance. 
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Mr.  Case.  What  markets  will  they  have? 

General  Draper.  Largely  through  the  east  and  also  the  United 
States;  Australia  would  be  part  of  the  east.  The  trade  pattern  before 
the  war  was  about  60  percent  in  the  Far  East,  about  23  percent  to  the 
United  States,  and  the  rest  scattered.  The  problem  of  currency  is 
one  that  is  a  severe  one.  The  dollar  shortage  has  had  its  effects  in 
recent  months.  It  points  to  the  necessity  over  the  period  of  years 
of  developing  import  sources  for  a  large  part  of  their  imports  other 
than  the  United  States  so  that  they  can  pay  back  in  sterling  or  rupees 
or  some  other  currency.     There  is  a  start  being  made  in  that  direction. 

While  I  was  in  Japan  about  a  month  ago,  a  big  contract  was  under 
discussion  under  which  a  certain  country  would  take  $25,000,000 
worth  of  cotton  textiles  paying  $12,500,000  and  the  balance  in  bauxite 
and  oil,  I  think  it  was — in  any  event,  raw  materials;  that  type  of 
trade  agreement. 

Further,  General  Noce  just  got  back,  and  he  tells  me  he  went  to 
China  and  also  to  the  Philippines  on  this  very  problem  you  speak  of, 
trying  to  stimulate  trading  arrangements,  and  he  was  very  much 
encom-aged.  We  must  face  the  fact  that  these  countries  that  were 
enemies  of  Japan  still  have  very  much  in  their  minds  the  Japanese 
domination  before  the  war  of  the  trade  areas,  and  it  is  a  slow  business 
getting  them  to  accept  the  Japanese  to  come  to  their  countries,  but 
they  are  very  desirous  of  getting  the  goods  that  Japan  can  produce. 

Mr.  Case.  Before  the  war,  the  United  States  bought  quite  a  bit 
from  Japan? 

}\h\  Draper.  Yes,  sir. 

Mr.  Case.  Does  this  plan  contemplate  the  restoration  of  the 
United  States  market? 

Mr.  Draper.  Yes,  sir.  We  are  selling  some  to  the  United  States 
right  now.  I  am  going  to  San  Francisco  the  end  of  this  week  to 
address  the  combined  chambers  of  commerce  of  the  Bay  area  around 
San  Francisco,  and  they  are  already  trading — not  in  the  volume  they 
used  to,  but  they  are  very  much  interested  in  increasing  that  trade. 
We  have  some  cases,  such  as  textile  manufacturers,  who  are  not 
eager  to  see  us  having  too  much  Japanese  textiles  sold  here.  We 
asked  Dr.  Jacobs,  president  of  that  association,  about  3  months  ago 
to  visit  Japan,  because  they  were  fearful  we  were  going  to  flood  the 
market  here  with  Japanese  textiles,  but  he  came  back  with  some  very 
constructive  suggestions  and  also  with  the  report  to  me — he  did  not 
see  that  the  textile  industry  had  too  much  to  fear  from  that  source. 

jNIr.  Case.  I  recall  talking  to  the  proprietor  of  one  of  those  popular- 
price  stores  a  year  or  two  before  we  got  involved  in  war  with  Japan, 
and  he  said,  "I  do  not  like  to  handle  Japanese-made  goods,  but  what 
can  you  do?  There  [indicating]  is  a  stocking  I  can  sell  for  35  cents 
comparable  to  the  stocking  made  in  the  United  States  that  costs 
$1.25."  "But,"  he  said,  "some  of  my  trade  want  a  cheap  stocking 
and  that  gives  it  to  them  at  a  price,"  although  he  insisted  that  the 
quality  was  comparable  with  the  $1.25  stocking. 

annual    reports    required    for    balanced   JAPANESE    ECONOMY 

Mr.  Engel.  In  this  book,  Economic  Rehabilitation  of  Occupied 
Areas — Japan,  South  Korea,  the  Ryukyu  Islands,  you  have  a  break- 
down of  the  annual  exports  required  for  a  balanced  economy,  and  the 
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total  requirements  are  $1,575,000,000,  of  which  textiles  total  $900,- 
000,000,  broken  down  into  raw  silk,  $70,000,000;  silk,  woven,  $70,- 
000,000;  cotton  yarn  and  fabric,  $390,000,000;  rayon  yarn  and  fabric, 
$140,000,000;  wool  yarn  and  fabric,  $40,000,000;  clothing  and  other 
textiles,  $190,000,000;  and  textiles  being  57.1  percent  of  the  total. 

Mr.  Draper.  That  is  right.  The  great  bulk  of  that  would  be  sold 
through  the  Far  East.     They  have  sold  about  $175,000,000  already. 

Mr.  Engel.  Then  you  have — 

machinery  and  metal  products,  $290,000,000;  chemicals  and  related  products, 
$70  000,000;  paper  and  wood  products,  $45,000,000;  rubber  products,  $25,000,000; 
pottery  china,  slass,  cement,  $60,000,000;  handicrafts,  toys,  and  sundries, 
$40,000,000;  foodstuffs  and  aquatic  products,  $35,000,000;  and  all  other  exports, 
$110,000,000. 

Those  products,  together  with  the  textiles,  make  up  the  $1,575,- 
000,000,  which  they  require  for  a  balanced  economy. 

Mr.  Draper.  That  is  correct.  The  exports  last  year  were  a  little 
under  $200,000,000,  and  it  requires  that  they  go  up  sLx  or  seven  tunes. 

Mr.  Engel.  What  is  the  forecast  for  this  year? 

Colonel  BiNNS.  $490,000,000  for  1949. 

Mr.  Case.  Percentage-wise,  what  would  that  be  of  Japanese  pro- 
duction? 

Mr.  Draper.  It  was  $1,800,000,000  prewar  at  equivalent  cuiTent 
prices,  and  $690,000,000  in  1930-34  prices. 

Mr.  Case.  I  recognize  there  are  a  lot  of  various  factors  that  cannot 
be  covered  by  one  or  two  sunple  questions;  so  I  will  just  ask  for  a 
conclusion. 

comparison    of    rate    of    recovery    in    japan    with    GERMANY 

Compared  with  prewar,  does  this  export  of  nearly  $200,000,000  by 
Japan  in  the  last  year  represent  a  greater  or  a  lesser  rate  of  industrial 
recovery  compared  with  the  figure  which  was  given  us  this  mornmg 
for  the  exports  of  Germany  which  was  about 

Mr.  Draper.  $225,000,000.  The  Japanese  figure,  I  think,  is  about 
$180,000,000,  as  compared  in  both  cases  with  prewar.  I  would  say  it 
probably  shows  up  better  for  Japan. 

Mr.  Case.  Of  course,  a  lot  of  German  exports  was  coal,  was  it  not? 

Mr.  Draper.  Yes;  that  is  right. 

Mr.  Case.  So,  from  the  standpouit  of  manufactured  goods- 
Mr.  Draper.  Japan  did  better  from  the  point  of  view  of  manufac- 
tured goods.  And  a  large  part  of  it,  at  least,  was  in  textiles,  processed 
fish,  and  various  other  things. 

Mr.  Case.  And  that  in  spite  of  a  caloric  diet  of  about  1,200  as 
compared  with  about  1,600  for  comparable  consumers? 

Mr.  Draper.  Yes;  except  the  1,550  theoretically  was  not  met  as 
regularly  as  the  1,200  was  met  in  Japan. 

Mr.  Engel.  Here  is  a  factor  we  have  not  considered:  the  total 
imports  into  Japan  proper,  1930-34,  were  $740,000,000  in  1930-34 
prices.  Converted  into  equivalent  current  prices,  it  would  be 
$1,840,000,000.     Is  that  right? 

Mr.  Draper.  Yes,  sir. 

Mr.  Engel.  So  that  you  have  to  take  into  consideration  the  change 
in  value  as  to  what  they  are  actually  getting. 

Mr.  Draper.  That  is  right. 
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Mr.  Engel.  And  in  measuring  the  standard  of  livinfr,  you  have  to 
measure  it  with  regard  to  the  increase  in  the  cost  of  hving. 

LETTER    FROM    GENERAL  MAC  ARTHUR  REGARDING  JAPANESE  RECOVERY 

PROGRAM 

Mr.  Draper.  That  is  correct.  I  would  hke  to  read,  if  I  might, 
just  a  brief  comment  from  General  MacAithur  which  we  had  some 
time  ago,  but  it  happens  to  be  in  the  hearings.  This  w^as  in  a  letter 
rather  than  a  cable.     He  said: 

The  concept  of  an  over-all  recovery  program  for  .Japanese  economy  should 
envisage  an  independent  plan,  properly  and  vigorously  implemented  through 
employment  of  all  means  available.  It  would  be  a  serious  error  to  subordinate 
the  Japanese  phase  of  world  recovery  to  the  European  plan  and  any  effort  to  do  so 
would  practically  and  psychologically  condemn  tlie  effort  to  failure.  The  benefits 
to  be  derived  by  countries  being  restored  to  normalcy  must  be  direct  and  sub- 
stantial and  the  priorities  extended  should  definitely  be  coequal.  The  attain- 
raents  of  the  occupation  and  its  ultimate  objectives  should  not  be  sacrified  to 
the  deceptive  lure  of  prematurely  reducing  appropriations  to  Japan  under  guise 
of  effecting  financial  savings. 

Japan  has  manifested  its  willingness  to  work  and  to  sacrifice  for  the  consolida- 
tion and  continuity  of  political,  social,  and  economic  stability  in  the  Far  East. 
Only  by  insuring  an  internal  economic  vitality  capable  of  resisting  the  predatory 
attacks  of  those  influences  which  adroitly  exploit  and  magnify  weakness  can  this 
bastion  of  democracy  so  essential  in  the  unstable  Orient  be  secured. 

Mr.  Case.  Where  he  speaks  of  having  an  independent  plan  and  not 
having  something  subordinated  to  the  ECA,  w^ould  he  object  to  the 
doing  of  what  you  are  presenting  here? 

Mr.  Draper.  I  should  not  think  so. 

Mr.  Case.  How  do  you  interpret  that  "independent  plan?" 

Mr.  Draper.  That,  of  course,  was  written  long  before  any  such 
thought  had  come  about. 

Mr.  Case.  But,  whenever  it  was  WTitten,  in  sound  logic  I  was  just 
trying  to  interpret  it. 

Mr.  Draper.  He  W'Ould  prefer,  I  have  no  doubt,  and  would  be  for 
full  and  complete  legislation  and  everything.  I  have  cabled  him 
about  the  problem  that  has  developed,  to  have  him  familiar  with  the 
facts,  but  it  does  seem  to  me,  if  the  Congress  closes  without  some 
recognition  indirectly,  as  this  w^ould  be,  or  in  some  other  way  of  the 
fact  that  we  have  the  responsibility  over  there  which  we  are  not  treat- 
ing in  a  similar  w  ay  and  for  which  we  are  not  providing  any  means  of 
getting  ourselves  to  the  skrinking  point  on  the  relief  side,  that  it  w^ould 
liave  psychological  disadvantages  of  very  great  magnitude. 

This  group  that  went  to  Japan  w^as  welcomed  in  Japan  probably 
far  out  of  proportion  to  the  mission  itself,  because  there  had  been 
groups  that  had  gone  there  on  reparations,  technical  missions  of  one 
kind  and  another,  but  it  was  view'ed  as  the  first  mission  going  there 
simpl}^  from  one  point  of  view — what  can  be  done  appropriately  and 
properly  from  the  American  point  of  view  to  help  get  the  economy 
in  Japan  back. 

advisability     of     accepting     evidences     of     OBLIGATIONS     AGAINST 

JAPANESE  RECOVERY  PROGRAM 

Mr.  Case.  Now,  here  you  are  proposing  the  appropriation  end  of 
a  recovery  program  for  Japan.  In  connection  with  ECA,  there  was 
proposed  a  loan  program  to  be  handled  through  the  Export-Import 
Bank,  and  even  in  the  ECA  I  think  it  permits  the  use  of  loans. 
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Mr.  Draper.  We  are  contemplating  and  are  keeping  records  on 
the  basis  that  not  only  anything  of  this  kind  but  GARIOA  itself  will 
some  day  be  paid  back.  General  MacArthur  said  to  me  while  I  was 
there  "They  will  pay  it  back/'  and  the  Japanese,  some  of  those  with 
whom  I  talked,  made  the  same  statement.  We  talked  about  that 
frequently. 

Mr.  Case.  Then,  as  long  as  we  are  setting  up  legislation  or  it  is 
suggested  that  we  set  up  legislation  in  an  appropriation  bill,  would 
it  not  be  appropriate  to  set  forth  the  conditions  under  which  this 
money  might  be  advanced? 

Mr.  Draper.  I  would  have  no  objection  to  that.  Actually,  in 
Germany,  General  Clay  has  the  same  point  of  view — that  eventually 
the  funds  advanced  from  GARIOA  for  Germany  will  be  accepted  at 
the  time  of  the  peace  treaty  as  an  obligation  or  under  such  terms  as 
the  American  Government  at  that  time  desires. 

Mr.  Case.  Now,  in  Japan,  you  have  this  thing  which  at  least  up 
until  relatively  recently  has  not  been  true  of  Germany  and  is  not,  in 
fact,  true  in  Germany  now;  that  is,  you  have  a  government  in  being. 

Mr.  Draper.  That  is  correct. 

Mr.  Case.  So  it  would  be  possible  to  receive  from  that  government 
evidences  of  obligation  for  moneys  that  might  be  advanced  for  the 
recovery  program. 

Mr.  Draper.  That  is  correct. 

Mr.  Case.  The  military  government  in  Germany  presumably  might 
give  some  evidences,  but  they,  after  all,  would  be  more  or  less  uni- 
lateral, 

Mr.  Draper.  Yes. 

Mr.  Case.  Would  it  not  be  possible,  then,  for  us  to  require,  in 
consideration  of  the  money  advanced  to  Japan,  if  it  should  be  made 
for  the  recovery  program,  evidences  of  obligation  acknowledged  by 
the  Japanese  Government? 

Mr.  Draper.  I  would  like  to  consult  General  MacArthiu-,  obmusly, 
and  Secretary  RoyaJl  on  that,  but  I  would  think  that  would  be  en- 
thely  possible. 

Air.  Case.  Personally,  I  had  thought,  in  connection  with  the  whole 
EC  A  program,  we  would  have  been  wise  to  have  accepted  evidences 
of  obligation  for  all  of  the  moneys  advanced  for  all  of  the  countries 
coming  under  ECA,  either  in  the  form  of  taking  their  local  cm-rencies, 
receiving  their  local  currencies,  perhaps  under  an  agreement  that  not 
more  than  a  certain  proportion  of  them  might  be  expended  in  any 
given  year  until  the  sought-for  recovery  had  been  attained.  And 
there  is  a  local  currency  fund  that  is  out  of  the  control  of  the  United 
States,  but,  to  the  extent  it  can  be  done,  it  certainly  seems  to  me,  in 
view  of  what  you  said,  it  would  be  appropriate  to  consider  in  connec- 
tion with  Japan  that  we  require  some  evidence  of  obligation  acknowl- 
edged by  the  Japanese  Government,  either  in  the  form  of  a  memo- 
randum, notes,  or  some  sort  of  due  bill  which,  at  the  proper  time  in 
the  future,  might  be  redeemed. 

Mr.  Draper.  I  would  think  that  would  be  entirely  possible.  I 
would  suggest  it  not  be  in  terms  of  the  local  currency,  for  the  reason 
there  is  still  going  on  in  Japan  a  serious  inflation,  antl  I  feel  sure,  from 
what  was  said  to  me  and  certainly  from  the  record  of  the  Japanese 
prior  to  the  war,  in  which  they  were  punctilious  about  paying  their 
foreign  debts,  that  an  obligation  under  such  terms  as  might  be  later 
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determined  in  the  peace  treaty  or  request  of  the  United  States  would 
be  in  dollars  rather  than  local  currency. 

Mr.  Case.  I  am  not  personally  of  the  opinion  it  is  necessary  for  it 
to  be  in  dollars,  if  we  could  get  something  that  would  be  of  value  to  us. 
For  example,  the  most  valuable  thing,  in  my  own  personal  opinion, 
that  we  could  receive  in  return  for  advances  under  EGA  or  any 
program  would  be  the  replenishment  of  our  raw  materials  which  we 
have  expended  in  the  war.  I  do  not  know  whether  they  exist  in 
Japan,  but  the  thing  of  which  we  have  depleted  ourselves  in  conducting 
the  war  has  been  raw  materials,  and  if  we  could  get  raw  materials 
which  would  constitute  a  stock  pile  for  the  Government  and  which,  as 
long  as  they  are  raw  materials,  unprocessed,  would  not  be  competitive 
with  labor  or  industry  and,  if  properly  treated  as  a  stock  pile,  would 
add  to  our  national  assets,  then  I  could  see  more  sense  to  this  whole 
thing. 

Mr.  Draper.  I  cannot  hold  out  too  much  hope  in  that  from  Japan, 
They  are  extremely  short  of  raw  materials,  and  they  do  not  have 
very  much  in  the  way  of  natural  resources.  You  have  80,000,000 
people  now,  crowded  on  four  islands.  They  have  lost  their  empire, 
and  they  did  have  a  good  many  resources  in  the  outlying  possessions 
before  the  war. 

Mr.  Gase.  They  do  not  happen  to  have  any  islands  that  have  any 
deposits  of  nickel,  such  as  France  has  in  New  Galedonia? 

Mr.  Draper.  I  do  not  know  of  any.  I  might  say  in  connection 
with  the  matter  you  have  brought  up  that  both  in  Germany  and 
Japan,  while  we  do  not  have  a  formal  recognition  in  the  form  of 
notes  or  anything  of  that  kind,  there  is,  each  time  food  or  other 
supplies  are  turned  over,  a  recognized  governmental  signature  re- 
quired in  the  nature  of  a  quantitative  receipt  rather  than  a  dollar 
receipt,  which  is  then  booked  and  there  arc  records  kept  of  all  of  those 
items,  and  it  is  totaled  just  from  the  point  of  view  you  are  speaking 
of. 

Mr.  Gase.  But,  after  all,  that  is  our  record  and  is  not  an  aclaiowl- 
edgment  by  the  Japanese  Government. 

Mr.  Draper.  It  has  the  actual  signature  of  the  proper  representa- 
tive in  Germany  of  a  particular  German  state,  of  the  minister-presi- 
dent of  the  state.  In  Japan,  it  is  an  acknowledgment  or  signature  on 
behalf  of  the  Jajjanese  Government.  But  it  has  never  been  formalized 
in  the  sense  that  they  say  at  a  certain  date  it  will  be  paid  back  or 
anything  of  that  nature. 

need    for    increase    in    production    of    critical    materials    in 

occupied  areas 

Mr.  Engel.  While  you  are  talking  about  raw  materials,  I  brought 
up  that  matter  here  before  this  committee  some  time  ago  and  put  a 
list  in  the  record  of  our  hearings  downstairs  of  the  critical  items — 
nickel  and  other  alloys,  and  so  forth — produced  by  these  countries 
that  were  getting  our  aid  across  the  waters,  together  with  the  value 
of  the  production  in  terms  of  dollars  of  each  item  and  the  amount  that 
they  could  produce  in  terms  of  dollars,  and  the  difference,  as  I  recall, 
was  about  $.350,000,000.  They  were  producing  approximatelj'  over 
$500,000,000  worth  of  those  items,  and  they  could  produce  about 
$350,000,000  more.    And  I  brought  up  the  question  as  to  why  these 
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coiintries,  in  trying  to  obtain  dollars,  could  not  increase  that  produc- 
tion and  export  them  to  us  in  payment  for  some  of  these  things  and 
export  to  us  some  of  these  items  in  which  we  are  in  very  short  supply, 
and  we  would  given  them  credit  in  terms  of  dollars  in  this  program. 

Mr.  Draper.  It  is  entirely  sound. 

Mr.  Engel.  Are  they  doing  anything  about  that  at  all?    There  is. 
about  a  third  of  a  billion  dollars  involved     I  got  the  figures  from  the 
Army,  and  I  assume  they  are  imrlj  accurate. 

Mr.  Stefan.  I  think  it  was  about  a  billion  dollars. 

Mr.  Engel.  In  these  particular  items,  I  remember  there  was 
nickel  in  France;  Belgium  had  some  items,  and  these  other  countries, 
and  they  could  expand  that  production  from  $500,000,000  to  about 
$850,000,000,  or  about  $350,000,000  more — these  are  just  tentative 
figures — and  they  could  increase  that  production  by  that  amount  and 
export  it  to  the  United  States  and  it  would  be  just  that  much  more 
value  for  the  doUars  we  are  giving. 

Mr.  Draper.  I  know  there  have  been  discussions  with  the  State 
Department  about  that  matter. 

Mr.  Engel.  It  is  just  as  I  said  downstairs;  it  is  like  Mark  Twain's 
remark  about  the  weather,  "Everybody  seems  to  be  talking  about  it, 
but  nobody  is  doing  anything  about  it." 

Mr.  Nitze.  I  believe  the  imports  of  raw  materials  into  the  United 
States  of  the  type  you  are  talking  about — copper  and  other  needed 
raw  materials — ^have  been  increasing  substantially  even  in  recent 
months.  I  think  in  the  month  of  March,  they  reached  a  new  aU-time 
high. 

Mr.  Engel.  Wliat  I  am  talking  about  is  the  actual  production — 
copper  was  not  included — of  critical  items  like  uickel,  chrome,  tung- 
sten, and  so  forth,  is  $500,000,000  in  these  countries,  and  I  suggested 
having  them  increase  that  production  to  the  maximum,  which  was 
about  $350,000,000  more,  and  sell  us  that  excess  production  and  take 
dollars  in  payment  therefor,  so  that  we  are  getting  something  of  value 
for  the  dollars  that  we  send. 

Mr.  Nitze.  The  authorizing  legislation  makes  very  clear  that  that 
should  be  the  endeavor  of  the  entire  project. 

Mr.  Engel.  But  they  are  not  increasing  their  production. 

Mr.  Nitze.  I  believe  the  production  is  increasing. 

Mr.  Engel.  The  difficulty  you  are  having  there  is  this:  They  will 
take  the  attitude  "Why  should  we  sell  you  something  for  dollars  when 
we  can  get  the  dollars  for  nothing  and  we  can  then  sell  the  products 
to  other  countries  and  get  somethmg  m  return  for  them?" 

Mr.  Nitze.  There  has  been  an  increasing  pressure  for  exports  to 
the  United  States,  and  the  exports  are,  m  fact,  rising. 

Mr.  Case.  My  understanding  was  that  General  Draper  was  appear- 
ing before  us  now  for  the  specific  purpose  of  suggestmg  for  our  con- 
sideration some  language  in  this  appropriation  bill  which  would  create 
the  authorization  and  an  appropriation,  as  well,  to  carry  on  the  pro- 
gram in  Japan  and  Korea  comparable  to  the  EGA  program  m  Europe. 

Mr.  Draper.  Mr.  Taber  suggested  we  not  brmg  in  any  increased 
amount  at  this  time ■ 

Mr.  Gase.  But  that  the  authorization  be  established  so  that  you 
could  use  money  carried  in  the  bill  for  that  purpose. 

Mr.  Draper.  Some  part  of  it. 


i 


95 

Mr.  Case.  Which  is  equivalent  to  the  same  thing,  because  if  you 
take  money  intended  to  carry  you  thi-ough  the  full  fiscal  j^ear  and  use 
it  m  the  fii'st  6  months  for  a  different  purpose  from  that  for  which 
the  request  was  made,  it  adds  up  to  a  request  for  more  money. 

Mr.  Draper.  Yes,  sir. 

Mr.  Case.  And,  as  far  as  I  am  personally  concerned — I  am  only 
one  member  of  the  committee,  but  as  far  as  I  am  personally  con- 
cerned— I  certainly  would  not  want  to  take  the  responsibility  for 
carrj^ing  that  kind  of  a  load  before  the  House  unless  we  could  have 
some  pretty  definite  understanding  as  to  the  practicability  of  putting 
into  the  language  a  requu'ement  that  we  do  get  evidences  of  obliga- 
tion from  the  Governmeuts  of  Japan  and  Korea  and  get  evidences  of 
obligation  redeemable  in  something  of  specific  value  to  the  United 
States. 

You  have  mdicated  here  you  thought  this  might  not  be  out  of  line, 
and  you  indicated  j'ou  might  contact  General  MacArthur  about  it, 
but  I  want  to  make  my  position  perfectly  clear,  because  we  are  going 
to  be  up  against  the  proposition  of  reporting  a  bill  here  in  the  next 
few  days,  and  if  jou  want  some  action,  I  thmk  we  should  get  some- 
thing definite  and  not  beat  about  the  bush. 

Mr.  Draper.  I  will  tr}^  to  have  an  answer  for  you  tomorrow  on  the 
basis  of  a  specific  obligation. 

relief    imports    and    assistance    program    for    KOREA 

Mr.  Engel.  In  table  16  on  page  71,  you  have  here  "1949  GARIOA 
relief  imports"  for  Korea,  $107,500,000.  That  portion,  less  exports, 
would  be  under  GARIOA,  and  vou  would  require  no  authorization 
for  that? 

Mr.  Draper.  That  is  right. 

Mr.  Engel.  The  next  item  on  the  same  page  is  "Assistance  pro- 
gram," $105,200,000. 

Mr.  Draper.  That  has  been  cut  down  by  reducing  it  to  12  months. 

Mr.  Engel.  That  is  the  total— making  a  total  of  $212,700,000. 

Mr.  Draper.  Yes,  sir. 

Mr.  Engel.  And  when  you  deduct  the  total  receipts  of  $30,000,000, 
that  leaves  a  deficit  of  $182,700,000? 

Mr.  Draper.  That  is  right;  on  a  15-month  basis,  and  that  is  made 
up 

Mr.  Engel.  Well,  you  say  here  for  the  fiscal  year  1949  supplies. 

Air.  Draper.  It  shows  lower  down  that  the  assistance  program  is 
from  April  1,  1948,  to  June  30,  1949.  This  whole  green  book  is  on  a 
15-month  basis. 

Mr.  Engel.  This  is  "April  1  to  June  30,  1949." 

Mr.  Draper.  That  has  been  revised  to  12  months. 

Mr.  Engel.  What  are  those  actual  figures? 

Mr.  Draper.  The  figures  are  $60,000,000  for  Korea  for  12  months 
and  $107,000,000  is  correct  for  12  months. 

Mr.  Engel.  And  the  other  is  $60,000,000  mstead  of  $75,000,000? 

Mr.  Draper.  That  is  correct. 

Mr.  Engel.  In  other  words,  you  are  putting  in  there  about 
$167,500,000? 

Mr.  Draper.  Yes,  sir. 

75408 — 48— pt.  2 7 
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ELECTIONS    IN    KOREA 


Air.  Engel.  What  about  the  elections  in  Korea? 

Mr.  Draper.  The  elections  wore,  from  the  point  of  view  of  the 
United  States  and  the  United  Nations,  most  successful.  In  spite  of 
the  efforts  of  the  Communists  to  disrupt  by  killings  and  every  other 
conceivable  method,  I  understand  that  some  90  percent  of  those 
registered  actually  voted,  in  spite  of  the  mtimidation  attempted. 

The  purpose  of  the  election — which  I  believe  was  the  first  in  the 
history  of  Korea — was  to  elect  200  members  to  the  constituent  assem- 
bly, which  was  then  to  adopt  a  constitution  and  set  up  a  government. 

Mr.  Engel.  What  percentage  of  the  voters  registered? 

Mr.  Draper.  I  think,  out  of  a  total  of  between  8,000,000  and 
9,000,000  that  were  eligible,  nearly  8,000,000  registered,  and  some 
90  percent  of  those  voted.  It  was  a  spectacular  success  from  that 
point  of  view. 

Mr.  Engel.  WTiat  is  the  population  of  south  Korea? 

Mr.  Draper.  About  19,000,000. 

Mr.  Engel.  Against  6,000,000  for  north  Korea?  - 

Mr.  Draper.  Yes,  sir. 

Mr,  WiGGLESWORTH.  What  is  the  political  complexion  of  that  vote? 

Mr.  Draper.  I  have  not  had  any  advices,  but  I  would  assume  it 
would  be  middle  purpose  or  the  rightist  elements,  because  the  leftists 
were  not  participating  in  the  election. 

Mr.  Case.  As  a  matter  of  fact,  there  was  only  one  slate  of  candi- 
dates; was  there  not? 

Mr.  Draper.  I  was  not  advised  as  to  that. 

Mr.  Case.  That  is  what  I  read  somewhere. 

Mr.  Draper.  I  do  not  think  that  is  true,  but  I  will  find  out. 

Mr.  Stefan.  Has  a  new  code  been  written  for  Korea? 

Mr.  Draper.  A  new  constitution,  you  mean? 

Mr.  Stefan.  Yes. 

Mr.  Draper.  No,  sir;  that  is  the  job  this  constituent  assembly  has 
to  do. 

Mr.  Stefan.  Have  you  not  been  consulted  to  write  some  kind  of  a 
code  out  there? 

Mr.  Draper.  We  have  been  preparing  these  various  agreements 
that  were  necessary  with  the  new  government,  but  I  have  not  seen 
or  heard  of  any  actual  constitution  being  drafted. 

Mr.  Engel.  You  say  the  Communist  parties  were  not  participating 
in  this  election? 

Mr.  Draper.  No,  sir;  they  refused  to  participate. 

Mr.  Engel.  How  many  Communists  are  there  in  Korea;  what 
percentage? 

Mr.  Draper.  A  small  percentage  in  south  Korea.  My  recollection 
is  it  ranges  around  10  percent  or  perhaps  a  little  higher  than  that. 

SUMMARY    OF    PROJECTS    FOR    ECONOMIC    REHABILITATION    OF    JAPAN, 

SOUTH    KOREA,    AND    RYUKYUS 

Mr.  Case.  Mr.  Chairman,  I  would  like  to  have  placed  m  the  record 
a  statement  by  General  Draper  showing  what  proportion  of  the  money 
requested  for  Japan  and  Korea  is  proposed  to  be  spent  on  this  larger 
program,  and  thereby  the  amount  that  could  be  subtracted  from  the 
general  purposes  of  the  estimate  as  was  originally  proposed. 
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Mr.  Draper.  We  have  that  material  here,  Mr.  Chairman,  and  we 
will  be  glad  to  furnish  that  statement  of  the  summary  of  projects 
desired  for  the  economic  rehabilitation  purposes. 

(The  information  requested  follows:) 

Economic  rehabilitation,  occupied  areas  of  Japan,  south  Korea,  and  Ryukyus  Islands, 

summary  of  projects  by  area 


Project 

No. 


Purpose  of  project 


Japan 


South  Korea 


Ryukyus 
Islands 


Total 


500 
510 

520 
530 

540 
650 
560 


Industrial  raw  materials 

Industrial  machinery,  repair  and  re- 
placement parts 

Semifinished  goods  for  industrial  use- , 
Miscellaneous  supplies,  service  equip- 
ment, and  electric  power 

Motor  vehicles  and  parts 

Transportation  of  rehabilitation  goods. 
Informational  media  guaranties -. 


$9G,  280, 000 

7, 500, 000 
960, 000 

9,  410, 000 


$18, 528, 000 

11,550,000 
4,  392, 000 

17,  200, 000 


28, 
1, 


640,000 
250, 000 


8, 004, 800 
522, 000 


$21,  270 

466, 960 
547, 210 

10, 400,  330 

1, 981, 660 

2, 345,  770 

0 


Total. 


144, 040, 000 


60, 196,  800 


15,  763, 200 


$114,829,270 

19,  516, 960 
5, 899,  210 

37, 000,  330 
1,981,660 

38, 990,  570 
1,  772, 000 


220, 000, 000 


Summary  of  Projects 

Mr.  WiGGLESwoRTH.  Turning  now  to  the  summary  of  projects  in 
the  justifications,  pages  1161  and  1162  wUl  be  inserted  in  the  record 
at  this  point. 

(The  statement  referred  to  follows:) 

Justification  of  Estimates,  Fiscal  Year  1949 
Government  and  relief  in  occupied  areas — Summary  of  projects 


Proj- 
ect 
No. 


110 
120 
130 
150 
160 
410 
415 

420 
430 
440 


Purpose  of  project 


Purchase  of  grain,  food,  and  kindred  products.. 

Purchase  of  agricultural  supplies  and  fertilizer 

Purchase  of  petroleum  and  petroleum  products 

Purchase  of  medical  supplies  and  equipment 

Purchase  of  other  supplies,  services,  and  equipment. .. 

Pay  of  civilian  employees 

Travel  of  civilian  employees  and  certain  CA/MG 

military  personnel 

Transportation  of  civilian  supplies 

Incidental  operating  expenses 

Maintenance  of  motor  vehicles 


Total  obligations 

Comparative  transfer  from  "Finance  Service,  Army; 
Pay  of  the  Army" 

Reimbursements  for  services  performed.. 


Total 

Unobligated  balance,  estimated  savings. 

Appropriation  or  estimate -. 


Obligations 


Actual, 

fiscal  year 

1947 


$453,  535,  235 
39, 605,  960 
33,  700, 000 
4,  469, 056 
16,  287, 064 
42, 098, 333 

2. 603,  766 

128,  869,  913 

1, 435,  433 


722, 604,  760 

500, 168 
56 


722,101,536 
2,  895, 464 


Estimated, 

fiscal  year 

1948 


$625, 144, 858 
90,  912, 155 
59,  861, 324 
7, 980,  570 
63, 097, 866 
49,  743,  701 

4,  700, 000 

177,  095,  022 

4, 464,  504 


1, 083, 000,  COO 


1, 083, 000,  000 


725, 000, 000    1,  083,  000, 000 

I 


Estimated. 

fiscal  year 

1949 


$738,  742, 140 

162,  370, 176 

80, 467,  935 

7,  980. 570 

17,743,959 

50,  958,  701 

4,  715,  790 

180,  462,  355 

4,  284, 452 

2,  273, 922 


1,  250, 000, 000 


1,  250, 000, 000 


1,250,000,000 


Purchase  of  Grain,  Food,  and  Kindred  Products 

Mr.  Wigglesworth.  The  first  project.  No.  110,  is  for  the  purchase 
of  grain,  food,  and  kindred  products  for  which  there  is  a  request  of 
$738,742,140  with  estimated  obligations  for  the  fiscal  year  1948  of 
$625,144,858,  and  the  actual  expenditm-es  for  the  fiscal  year  1947  of 
$453,535,235. 
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Mr.  Voorhees,  do  you  wish  to  make  a  general  statement  on  that 
subject? 

GENERAL  STATEMENT  ON  CURRENT  EXPENDITURES  AND  PROGRAM 

Mr.  VooRHEES.  Would  you  permit  me  to  make  a  statement  in  a 
little  more  general  way  with  respect  to  what  we  have  done  before 
taking  up  that  item? 

Mr.  WiGGLEswoRTH.  Yes. 

Mr.  Voorhees.  I  felt  that  perhaps  the  committee  would  like  to 
know  something  about  the  way  we  have  used  the  money  which  you 
have  provided  for  us,  and  how  these  funds  were  expended.  I  can 
give  you  a  very  brief  statement. 

In  January  the  prospects  of  feeding  in  Germany  taking  both  what 
was  on  hand  and  what  was  proposed  to  be  brought  in  approximated 
1,100  to  1,200  calories  per  day  for  the  normal  consumer.  That  is  a 
starvation  diet.     People  were  walking  around  the  streets,  striking. 

Mr.  Wigglesworth.  You  are  talking  now  about  Germany? 

Mr.  Voorhees.  About  Germany,  in  January. 

With  the  authority  of  the  Secretary  to  proceed  upon  the  basis  that 
we  would  have  additional  funds  appropriated;  and  with  the  encourage- 
ment of  this  committee  that  we  might  receive  $143,000,000  from  a 
deficiency  appropriation;  and  with  the  further  aid  given  by  the  pro- 
vision in  the  interim-aid  bill,  under  which  the  Commodity  Credit 
Corporation  was  permitted  to  accept  a  loss  of  some  57.5  million  dollars 
in  surplus  foods  already  owned  by  the  Government;  we  were  able  to 
start  sending  food  into  Germany  in  a  manner  which  has  greatly  altered 
this  situation. 

INCREASE    IN    FOOD    ARRIVALS    IN    GERMANY 

The  figures  on  arrival  of  food  in  Germany  are  interesting. 

In  January,  approximately  304,000  tons;  in  February,  approxi- 
mately 357,000  tons;  in  March,  approximately  540,000  tons,  which 
includes  some  60,000  tons  of  potatoes  (these  Colonel  Andrews  decided 
to  use  for  seed  to  grow  some  more  potatoes  instead  of  putting  them 
into  food,  and  account  in  part  for  the  estimate  of  the  greatly  increased 
crop  production),  and  finally  in  April,  (although  the  figures  are  only 
an  estimate)  it  is  about  511,000  tons  of  food  that  actually  was  landed 
in  the  docks — off  of  the  ships — and  about  90,000  more  which  are 
sitting  around  in  ships  which  had  arrived  so  fast  that  they  could  not 
get  them  unloaded. 

That  means  there  has  been  pretty  near  a  doubling  of  the  amount 
of  food  going  into  Germany;  and  it  has  meant,  aside  from  some  of 
these  minor  difficulties  which  were  mentioned  in  Hanover,  that  the 
Germans  are  getting  more  food,  as  Colonel  Wilkinson  has  indicated, 
than  they  have  ever  got  before — than  they  ever  got  since  their  sur- 
render. 

It  has  meant  that  the  normal  consumer  ration  has  been  raised  in 
May  to  approximately  1,600  calories. 

In  January  there  were  almost  no  fats.  One  of  the  worst  situations 
we  had  was  the  lack  of  fats.     Since  then  we  have  received  an  increased 
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allowance  for  fats  for  Germany  for  the  calendar  year  from  120,000  to 
200,000  tons  from  the  lEFC;  an  increase  of  about  60  percent. 

Colonel  Andrews.  605  grams. 

Mr.  Stefan.  What  kind  of  fats? 

Mr.  VooRHEES.  Everything.  Now  may  I  give  you  another  thing 
which  I  think  will  be  of  interest? 

CATEGORIES    OF   OBLIGATIONS   FOR    FISCAL  YEAR  1948 

I  would  like  to  give  you  an  indication  of  the  obligations.  I  have 
them  under  three  heads.  First,  the  allocations,  and  by  that  I  mean 
that  I  have  transferred  the  money  to  somebody  else  to  buy  some  food. 

Out  of  the  $940,000,000  which  we  had  to  spend  by  April  30  our 
estimated  allocations  were  $939,573,582,  which  is  as  close  to  the  point 
of  bankruptcy  as  you  can  be. 

Second,  our  obligations — by  which  I  mean  we  have  actually  signed 
a  contract  to  buy  some  food — are  $824,000,000. 

Third,  are  our  expenditm'es — our  actual  payments — which  as  you 
know  always  lay  ahead.     These  were  $616,000,000. 

The  plan  for  the  utilization  of  the  $143,000,000,  which  was  recently 
appropriated — the  act  has  passed  the  Congress,  I  am  not  sure 
whether  the  President  has  signed  the  bill  or  not — has  already  been 
laid  and  the  funds  will  be  utilized,  to  the  extent  they  are  made  avail- 
able to  maintain  this  food  program. 

I  would  like  to  mention  also  what  it  has  been  possible  to  do  through 
the  aid  of  this  amendment  to  the  Interim  Aid  Act  which  allowed  us  to 
use  surplus  foods  owned  by  the  Department  of  Agriculture. 

ACQUISITION  OF  SURPLUS  FOODS  FROM  COMMODITY  CREDIT  CORPORATION 

We  had  a  veiy  bad  situation,  because  we  had  a  very  large  amount  of 
surplus  foods  here  in  the  United  States  which  were  already  Govern- 
ment owned,  but  which  we  could  not  use  in  the  GARIOA  feeding 
program,  because  the  cost  to  the  Government,  through  the  Com- 
modity Credit  Corporation  was  so  high  that  we  did  not  have  enough 
funds  in  the  GARIOA  appropriation  to  pay  for  some  of  these  foods 
even  though  the  Government  itself  had  them  as  surplus  commodities. 

That  situation  was  cured  by  this  amendment  which  authorized  the 
Commodity  Credit  Corporation  to  accept  an  aggregate  loss  of  57.5  mil- 
lion dollars.  That  amendment  went  into  effect,  and  I  would  like 
to  say  that  the  amendment  was  supported  by  Mr.  Jack  Anderson  of 
California  and  by  Senator  Knowland  of  California. 

Mr.  Stefan.  Have  you  a  list  of  all  of  the  items  that  were  held  at 
that  time?     We  had  a  list  here  at  the  time  of  the  hearing. 

Mr.  Voorhees.  I  have  a  copy  of  what  we  had. 

Mr.  Stefan.  I  think  at  the  last  hearing,  Mr.  Voorhees,  we  had  a 
statement  of  about  a  month  ago  showuig  what  the  Commodity 
Credit  Corporation^had  on  hand ;  you  appeared  before  the  committee 
at  that  time? 

Mr.  Voorhees.  Yes. 

Mr.  Stefan.  Of  course  that  list  would  be  considerably  less  at  this 
time.     Would  you  put  a  statement  in  the  record  showing  what  it  is? 

Mr.  Voorhees.  Yes. 
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(The  information  is  as  follows :) 

Inventory  of  foods  owned  by  the  Commodity  Credit  Corporation  under  price-support 

operations  as  of  Apr.  SO,  1948 

Million 
pounds 

Peanuts 55.  5 

Tobacco 6.  5 

Dried  eggs 7.  2 

Liquid  or  frozen  eggs 51.  5 

Linseed  oil 2.  1 

White  potatoes 72.  1 

Mr.  VooRHEEs.  As  I  pointed  out,  we  took  everything  we  could 
get.  The  State  Department,  of  course,  took  some;  but  our  needs 
were  the  biggest  and  we  got  more,  therefore.  We  used  everything 
until  the  57.5  million  dollars  was  completely  exhausted.  We  also 
got  many  products  which  are  being  produced  in  quantity,  but  which 
we  could  not  afford  to  buy  at  the  open-market  price.  These  were 
the  prices  to  the  Department  of  Agriculture. 

POTATOES 

Just  running  over  the  list,  for  instance,  we  got  194,000  tons  of 
potatoes  which  became  surplus  very  unexpectedly.  Most  of  them 
were  up  in  Maine,  along  the  east  coast. 

Mr.  Stefan.  How  many? 

Mr.  Voorhees.  194,000  tons.  We  got  them  for  nothing  and  we 
shipped  them  over  to  Germany  at  once;  some  sixty  to  eighty  thousand 
tons  have  been  used  as  seed  potatoes  which  in  turn  will  produce  much 
more  potatoes.     The  balance  have  been  used  in  the  food  ration. 

Colonel  Andrews  informs  me  that  when  the  shipments  were  received 
in  the  Ruhr  (where  they  use  about  40  percent  of  the  ration  in  potatoes) 
they  were  practically  out  of  potatoes,  so  you  can  see  the  critical  need 
that  this  shipment  met. 

PRUNES    AND    RAISINS 

We  also  purchased  157,000  tons  of  prunes  and  raisins  which  were 
products  normally  going  to  Germany  before  the  war.  This  increased 
the  normal  value  of  the  food,  and  also  supplied  a  great  deal  of  nutri- 
tive value  in  the  ration. 

POWDERED    EGGS 

Then  we  purchased  56,000,000  dozen  powdered  eggs,  v/hich  were 
completely  surplus  to  the  economy  here  and  had  been  held  by  the 
Department  of  Agriculture  for  a  long  time. 

Mr.  Stefan.  What  did  you  pay  for  them  a  dozen? 

Air.  Voorhees.  It  ran  about  9.5  to  10  cents  a  dozen.  We  paid 
about  the  wheat  equivalent  for  them. 

DARK    honey  I  «Vl 


There  is  also  an  item  of  11,000,000  pounds  of  dark  honey. 
Mr.  Stefan.  Dark  what? 

Mr.  Voorhees.  Honey,   which   is   used   m  children  feeding  over 
there. 
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Also  purchased  were  1,350,000  gallons  of  concentrated  grapefruit 
juice. 

The  eggs,  of  course,  were  used  over  there  as  a  protein  feed  to  make 
up  in  considerable  degree  for  the  shortage  of  meat. 

ACQUISITION    OF    SURPLUS    SUGAR 

^  Now,  as  a  part  of  the  same  plan  for  the  utilization  of  surplus  foods, 
Ifwould  like  to  say  that  we  faced  this  situation  last  fall:  It  was  quite 
impossible  then  to  obtain  enough  food  for  the  occupied  areas  without 
disrupting  the  economy  of  the  United  States.  This  is  especially  so 
so  far  as  meat  is  concerned  because  of  the  shortage  in  corn  due  to  the 
failure  of  the  corn  crop.  There  was  no  corn  which  could  be  exported, 
and  there  was  a  limitation  upon  the  amount  of  wheat  which  could  be 
exported.  So  corn  and  wheat  were  not  available  in  quantities  for 
the  occupied  areas.  Therefore  we  started  out  with  the  purchase  of 
450,000  tons  of  raw  sugar  last  fall,  which  was  already  owned  by  the 
Government — that  is,  Cuban  sugar.  We  paid  the  same  price  the 
Government  paid  for  it,  or  about  5  cents  per  pound. 

This  winter,  when  the  1948  sugar  crop  became  available,  we  asked 
the  Department  of  Agriculture,  thraugh  the  Commodity  Credit  Cor- 
poration, to  make  stock  pile  purchases  of  a  million  tons.  This  was 
the  estimated  surplus,  from  the  Cuban  sugar  crop,  above  all  needs 
including  the  United  States. 

We  got  that  sugar  at  about  4  cents  a  pound.  This  is  a  calory  cost 
considerably  cheaper  than  wheat.  We  will  use  a  substanial  part  of 
that  in  this  fiscal  year  and  the  balance  \vill  be  used  in  the  early  part  of 
the  fiscal  year  1949.  Of  course,  we  cannot  obligate  anything  beyond 
this  fiscal  year. 

Mr.  Stefan.  What  year  crop  was  that? 

Mr.  VooRHEEs.  The  1948  crop,  which  became  available  this 
March,  50,000  tons  of  that  has  been  used  as  incentive  food  for  increas- 
ing the  collections  from  farmers. 

I  think  approximately  50,000  tons  has  been  set  aside  for  the  preserv- 
ing of  fruits  in  Germany,  many  of  wliich  had  previouslj^  gone  to  waste 
through  lack  of  sugar. 

The  arrival  of  sugar  in  Germany  also,  as  Colonel  Andrews  mdicated, 
broke  the  black  market.  Some  of  it  was  sent  to  Japan,  and  upon  the 
first  arrival  of  sugar  there  it  also  broke  the  black  market  in  Japan. 

The  totals  we  have  provided  since  last  fall,  including  the  present 
calendar  year,  for  the  occupied  areas  is  approximately  1.2  million 
tons  of  food  in  surplus  raw  sugar  which  is  consumed  du'ectly  in  the 
ration  as  it  is  received  in  the  form  of  brown  sugar. 

That  saves  something  over  10  percent  of  the  calories,  due  to  the 
fact  that  it  preserves  the  vitamin  and  other  values  wliich  are  very 
great  from  the  nutritive  point  of  view. 

Those  sugar  purchases,  as  I  have  stated,  cost  considerably  less  than 
the  calory  value  of  wheat.  They  were  tolerable  in  the  ration  because 
even  with  such  purchases  the  Germans  per  capita  consumption  is  very 
small  compared  to  that  of  the  United  States.  It  is  much  less  than 
prewar.     The  per  capita  consumption  in  Japan  is  considerably  lower. 


102 


SOYA    FLOUR 


We  then  purchased  in  the  United  States  the  soya  flour,  that  is, 
what  remains  from  the  soya  bean  after  the  fat  had  been  removed. 
This  was  a  sm'plus  product.  We  took  180,000  tons  of  it  off  the  market 
here. 

PEANUTS 

I  am  sorry  Judge  Kerr  is  out  at  the  moment,  because  you  will  recall 
his  interest  in  peanuts  and  his  statement  that  we  should  use  peanuts 
in  this  fat  program.  Peanuts  were  of  great  value  to  us  because  of  the 
shortage  of  fats  and  tliej^  were  one  of  the  very  big  items  wliich  helped 
solve  that  problem.  64,000  tons  of  shell  peanuts  have  been  used  by 
us  and  all  of  this  amount  was  bought  by  the  Department  of  Agricul- 
ture as  a  matter  of  price  support.  We  took  them  oflP  their  hands  at 
the  Department  of  Agriculture  cost  price,  because  it  was  a  fair  value 
price. 

DRY    SKIM    MILK 

Dry  skim  milk  has  not  been  available  this  spring  as  it  was  a  year 
ago. 

Mr.  Keefe.  You  say  you  have  not  been  able  to  buy  any  skim 
milk? 

Mr.  VooRHEES.  We  want  to  buy  every  bit  the  Department  of 
Agriculture  has  been  able  to  buy  as  a  matter  of  price  support,  because 
it  is  a  very  fine  product  for  us.  However,  we  have  been  able  through 
this  supply  of  proteins  and  other  fat  foods  of  one  kind  or  another  to 
meet  the  demand  so  that  there  is  not  quite  the  critical  need  that  we 
had  last  year.  But  we  want  every  bit  that  we  can  get  at  the  price 
support  level. 

MEXICAN    CANNED    BEEF 

Because  of  the  meat  shortage  we  have  bought  15,000,000  pounds  of 
this  Mexican  beef  which  the  Department  of  Agriculture  acquired  in 
connection  with  the  control  of  the  hoof-and-mouth  disease.  As  I 
stated,  this  is  canned  beef  and  gravy,  which  is  a  perfectly  sound  prod- 
uct.    We  have  bought  15,000,000  pounds  of  it. 

Mr.  Stefan.  I  think  you  might  make  it  clear  for  the  record  that 
none  of  this  beef,  Mexican  beef,  is  from  animals  that  have  contacted 
the  foot-and-mouth  disease.  They  are  healthy  animals.  I  was  told 
that  by  Dr.  Gillie,  who  went  to  Mexico.  From  some  statement  that 
was  made  the  impression  seemed  to  have  gotten  out  that  we  con- 
tracted for  some  72,000,000  pounds  of  the  Mexican  beef,  and  that 
some  of  it  was  diseased  animals.  The  facts  are  that  this  beef  comes 
from  perfectly  healthy  animals,  none  of  them  having  been  even 
exposed  to  the  foot-and-mouth  disease,  as  was  told  to  me.  Is  that 
your  understanding? 

Mr.  VooRHEES.  I  am  assured  by  the  Department  of  Agriculture 
that  it  is  an  absolutely  sound  product. 

Mr.  Stefan.  Yes. 

Mr.  VooRHEES.  And  that  it  is  suitable  in  every  way  for  human 
consumption. 

Mr.  Stefan.  Yes,  and  that  it  does  not  come  from  infected  animals. 

Mr.  VooRHEES.  That  is  my  miderstanding. 
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OVER-ALL    AMOUNT    OF    SURPLUS    FOODS    USED    BY    GARIOA 

Now,  gentlemen,  in  total,  including  what  has  been  done  since  last 
fall,  and  so  far  in  this  calendar  year,  there  has  been  sent  to  the  occupied 
areas  or  will  be  sent,  some  2,100,000  tons  of  surplus  foods.  Con- 
sidering the  entire  food  import  requirements  of  Germany  as  approxi- 
mately 5,000,000  tons,  you  can  see  what  this  has  meant  in  the  ability 
to  satisfy  that  country's  needs  without  disrupting  the  economy  of 
the  United  States. 

QUESTION    AS    TO    AVAILABILITY    OF    SURPLUS    CANNED    PEAS    FOR 

GARIOA    PROGRAM 

Mr.  Keefe.  Mr.  Voorhees,  I  am  receiving  a  great  many  letters 
from  canners,  canning  peas  and  other  canned  products  who  claim 
they  have  vast  excess  quantities  of  these  products  in  their  warehouses 
which  they  are  unable  to  dispose  of,  and  they  have  written  to  me, 
and  to  other  Members  of  Congress,  making  inquiry  as  to  the  possibility 
of  the  utilization  of  that  surplus  canned  pea  crop  which  they  havo 
in  their  warehouses  in  connection  with  this  particidar  program.  Do 
you  know  anything  about  that? 

Mr.  VooRHEES.  I  know  a  little,  sir.  The  canned  peas  at  the  price 
that  they  have  set,  are  as  far  above  me  as  a  steam  yacht  would  be. 
I  annot  pay,  under  the  GARIOA  appropriation,  those  prices  without 
proving  false  to  everything  I  have  told  you  I  would  do  in  spending 
this  money. 

What  we  have  been  doing  here  is  to  utilize  the  surplus  products 
where  they  fitted  into  our  real  program  in  a  sound  w^ay  and  where 
they  formed  a  part  of  our  relief  program,  and  where  we  could  get 
them  at  a  price  which  was  reasonable,  compared  to  other  required 
products  which  might  be  available.  If  the  Congress  wishes  to  have 
expensive  foods  used  for  this  purpose,  because  it  thinks  they  are 
I  surplus,  then  we  feel,  and  we  have  taken  the  position,  that  the  Con- 
gress should  tell  us,  and  we  would  do  that,  as  Agriculnure  clid,  on  foods. 

If  the  Department  of  Agriculture  buys  peas  and  any  other  product 
as  a  matter  of  price  support  and  the  question  comes  up  as  to  the 
policy  to  be  followed  as  regards  that  additional  surplus  food;  and  if 
the  Congress  wishes  us  to  buy  that  food  for  the  relief-feeding  pro- 
grams, we  will  buy  it  if  we  are  given  the  extra  money  to  pay  the 
price  above  what  we  will  have  to  pay  for  the  same  amount  of  calories 
in  other  foods; 

I  do  not  think  at  the  present  time  that  is  a  major  problem.  It 
probably  will  be,  however,  at  some  time  within  the  next  few  months 
when  they  start  getting  surpluses  in  again. 

CANNED  SWEETPOTATOES 

There  is  one  other  product  that  I  should  mention,  in  the  plan  to 
use. some  of  the  $143,000,000,  and  that  relates  to  canned  sweet- 
potatoes  which  were  in  the  hands  of  the  processors,  not  the  producers, 
and  therefore  constituted  a  product  which  the  Department  of 
Agriculture  could  not  buy. 

We  have  provided  an  amount  for  that  if  these  people  want  to  sell 
at  a  reasonable  price. 

Mr.  Stefan.  Is  there  a  large  surplus  of  that  commodity? 
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Mr.  VooRHEES.  It  is  not  so  large,  but  it  has  been  on  hand  appar- 
ently for  about  a  year  and  a  half.  I  did  not  want  to  determine  that 
myself  so  I  took  the  matter  up  with  this  committee.  We  do  not  want 
to  make  plans  to  spend  any  of  our  appropriation  for  these  potatoes 
before  I  had  had  an  opportunity  to  discuss  the  matter  with  the 
Appropriations  Committee.  I  cannot  dissipate  any  substantial  amount 
of  money  in  this  program  simply  because  somebody  has  an  expensive 
business,  or  because  somebody  wants  us  to  take  a  lot  of  their  surplus 
commodities  off  their  hands.  We  therefore  presented  the  matter  to 
the  committee;  we  did  that  concerning  sweetpotatoes,  and  now  we 
expect  to  buy  them  with  this  appropriation  if  they  are  available  at  a 
price  that  is  proper. 

POLICY    OF    GARIO    WITH    RESPECT    TO    ACQUISITION    OF    HIGH    PRICED 

FOOD    FOR    RELIEF 

Mr.  Keefe.  In  connection  with  this  specific  item  to  which  you 
have  referred,  namely,  canned  sweetpotatoes,  then  1  understand  the 
policy  has  been  to  only  acquire  the  so-called  high  price  food  for  relief 
feeding  from  the  stocks  of  the  Commodity  Credit  Corporation,  which 
have  been  acquired  in  connection  with  the  support  price  program  and 
then  only  at  a  comparative  price. 

Mr.  VooRHEEs.  Yes. 

Mr.  Keefe.  As  indicated  in  the  appropriation  showing  before  this 
committee? 

Mr.  Voorhees.  Yes. 

Mr.  Draper.  That  is  correct. 

Mr.  Keefe.  Then  with  respect  to  the  other  special  foods,  such  as 
canned  peas,  which  are  a  high  price  product  for  relief  feeding,  and 
which,  in  the  absence  of  the  specific  determination  by  the  Department 
of  Agriculture  would  not  be  given  a  support  price,  under  the  basic 
provisions  of  the  Steagall  amendment  relating  to  basic  commodities, 
you  would  not  feel  justified  in  using  the  money  herein  appropriated 
in  this  bill  to  purchase  such  high-priced  foods  merely  because  they 
were  surplus  in  the  hands  of  American  producers. 

Mr.  Voorhees.  Yes,  because  we  have  asked  for  money  to  feed 
people  in  Germany,  not  for  the  purpose  of  relieving  the  American 
producers.     I  do  not  feel  that  is  our  responsibility. 

Mr.  Keefe.  If  it  should  develop,  however,  that  the  Department 
of  Agriculture,  under  the  broad  authority  granted  to  it  as  included 
under  this  support  program,  should  include  a  commodity,  which  is 
not  basic,  but  which  they  have  the  discretion  to  bring  in,  and  if  they 
were  to  utilize  their  discretion  and  say  that  they  wanted  to  support 
the  price  of  peas,  for  example,  and  did  so  by  going  out  and  buying 
the  surplus,  which  apparently  is  in  the  hands  of  the  processors  in  their 
warehouses,  and  would  acquire  those  peas  at  a  support  price  which 
they  determined,  then  and  only  then  would  you  use  the  program  and 
the  funds  provided  to  you  for  the  purchase  of  these  peas,  to  utilize 
them  in  connection  with  the  feeding  program,  and  then  only  if  you 
could  buy  them  within  the  limits  of  your  requirements  as  set  forth 
under  the  appropriation. 

Mr.  Voorhees.  Yes. 

Mr.  Keefe.  That  is  it? 

Mr.  Voorhees.  Yes; 
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Mr.  Stefan.  With  another  quahfication  that  the  Department  of 
Agriculture  would  be  willing  to  let  you  have  them  at  the  reduced  price? 

Air.  VooRHEES.  Yes. 

Air.  Keefe.  I  intended  to  include  that  condition  in  my  last  state- 
meat;  perhaps  it  was  not  stated  in  that  specific  language. 

Mr.  Voorhees.  Then  I  wish  to  point  out  the  great  benefits  that 
have  been  secured  from  this  very  farsighted  amendment.  It  has 
made  it  possible  for  us  to  use  surplus  foods  which,  if  we  had  had  to  go 
into  the  market  and  buy  vast  quantities  of  wheat  and  other  foods 
necessary  in  order  to  keep  the  German  popiilation  on  a  diet  above 
the  starvation  level,  would  have  resulted  in  a  great  increase  in  the 
cost  of  living  to  the  American  people. 

Mr.  Keefe.  Of  course,  the  thing  that  brings  the  cost  of  living  down 
for  the  American  people  is  a  surplus  of  domestically  owned  produce, 
and  every  time  there  appears  to  be  a  break  in  the  price  of  eggs  or 
anything  else,  then  the  interested  parties  make  an  appeal  to  the  De- 
partment of  Agriculture  to  pay  a  support  price.  If  the  price  starts  to 
go  down  some  place  as,  for  instance,  in  my  town  where  I  can  buy  eggs 
for  35  or  32  cents  a  dozen  as  against  paying  79  cents  a  dozen  to  my 
grocer  here  in  Washington,  when  the  price  starts  to  decline  a  little  bit 
they  come  in  with  a  price-support  program  to  boost  the  market  up, 
and  then  on  the  other  side  of  our  mouths  we  are  complaining  about  the 
high  cost  of  living  and  wanting  to  beat  prices  down,  and  the  minute 
you  beat  prices  down  the  Government  has  to  step  in  and  support  the 
price. 

Mr.  Voorhees.  That  is  beyond  our  competence,  sir. 

Mr.  Keefe.  It  is  beyond  your  jurisdiction,  at  least. 

Mr.  Voorhees.  My  purpose  here  is,  first,  to  explain  how  our 
program  fits  in  with  the  Economic  Cooperation  Administration 
program  and,  secondly,  to  justify  our  request  for  this  appropriation. 
My  part  is  limited  to  food  and  related  items. 

Mr.  WiGGLESwoRTH.  That  covers  projects  1  and  2,  I  take  it. 

Air.  Stefan.  You  mean  projects  110  and  120. 

Air.  Voorhees.  Project  110,  "Pm-chase  of  grain,  feed  and  kindred 
products,"  project  120,  "Pm'chase  of  agricidtural  suppHes  and  fertil- 
izer," project  130,  "Pm-chase  of  petroleum  and  petroleum  products," 
and  project  150,  "Medical  supplies." 

Mr.  WiGGLESWORTH.  Do  you  cover  all  of  those? 

Air.  Voorhees.  Yes,  sh,  and  transportation — project  420 — and  I 
may  possibly  touch  on  project  160. 

OBJECTIVES    of    GARIOA    FOOD    PROGRAM 

Gentlemen,  in  this,  of  course,  we  have  two  objectives,  first  a  mini- 
mum objective  of  furnishing  sufficient  food  so  as  to  preserve  order 
and  to  maintain  om  position  in  these  areas. 

The  second  objective  is  to  use  our  appropriation  in  a  manner  which 
fits  in  with  the  industrial  recovery  program  in  Germany  and,  if  pos- 
sible, to  stimulate  such  a  program  in  Japan  as  General  Draper  has 
discussed. 

These  objectives  fit  together.  What  we  have  to  do  first,  is  supply 
the  basic  food  neciessary  to  enable  us  to  preserve  order.  That  is,of 
course,  the  foundation  upon  which  economic  recovery  depends. 
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As  to  Germany,  there  are  not  really  two  separate  programs.  These 
are  parts  of  one  program.  From  the  GARIOA  appropriation  we  are 
providing  a  very  large  part  of  the  food  imports  necessary. 

Mr.  Case.  Mr.  Voorhees,  on  page  1171  of  the  justifications,  imder 
bizonal  Germany  food  import  program,  fiscal  year  1949,  there  appears 
a  break-down  both  as  to  metric  tons  and  the  cost.  The  first  column 
shows  GARIOA,  and  the  other  column  shows  additional  for  EGA 
program. 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Case.  And  you  say  that  this  budget  should  be  considered  as 
one? 

Mr.  Voorhees.  As  one  program. 

Mr.  Case.  So  that  we  can  understand  the  difference  between  the 
straight  GARIOA  appropriation  and  what  would  be  called  for  under 
EGA  the  other  column  is  given. 

I  would  like  to  ask  General  Draper  if  similar  comparative  columns 
have  been  prepared  for  the  Japanese  part  of  this  program. 

Mr.  Draper.  In  effect,  yes.  We  can  easily  throw  it  together  be- 
cause there  is|no thing  in  the  economic  rehabilitation  program  for 
Japan  that  includes  food.  There  is  no  need  for  the  splitting  of  these 
items  because  there  are  no  comparable  items  included  in  both.  In 
Germany  it  was  necessary  undei  EGA  to  add  a  certain  quantity  in 
addition  for  economic  recovery,  but  in  the  Japanese  program  we  have 
limited  the  recovery  part  of  it  to  raw  materials. 

Mr.  Case.  How  much  are  you  asking  for  in  addition  for  Japan, 
Korea,  and  the  Ryukyus  because  of  the  recoverv  program? 

Mr.  Draper.  $220,000,000. '  That  is  the  totari2  months'  program. 
For  the  12  months'  period  it  woidd  be  $144,000,000  for  Japan; 
$60,000,000  for  Korea  and  $16,000,000  for  the  Ryukyus. 

Mr.  Wigglesworth.  Mr.  Voorhees,  you  indicate  on  page  1173 
that  this  project  110  goes  to  Germany  to  the  extent  of  $479,953,000, 
and  on  page  1171  it  would  look  as  though  that  was  the  GARIOA 
program,  and  that  there  was  an  additional  amount  for  the  EGA 
program. 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Wigglesworth.  In  the  amount  of  $274,422,000? 

Mr.  Voorhees.  Yes,  sir. 

May  I  state  that  this  justification  is  the  justification  of  the  GARIOA 
request  and,  therefore,  in  the  summary  which  appears  at  page  1173, 
to  which  you  refer,  we  have  given  the  GARIOA  program  and  have  also 
included  in  that  the  prior  contribution,  which  is  the  method  which 
had  previously  been  followed  in  prior  requests,  but  in  order  to  show 
the  relationship  of  that  to  the  European  recovery  program  we  put  the 
table  on  page  1171  with  the  detailed  statement  of  both  in  giving  the 
food  program,  so  that  it  is  as  indicated  at  the  foot  of  page  1171,  $479,- 
000,000  is  merely  GARIOA,  and  the  EGA  program  in  addition  to  that, 
including  certain  items  which  are  not  strictly  food,  is  $274,000,000. 

Mr.  Case.  What  do  those  respective  columns  represent,  as  far  as 
calories  per  normal  consumer  per  day  are  concerned? 

Mr.  Voorhees.  That  is  given  on  page  1154. 

Mr.  Case.  What  is  it? 

Mr.  Voorhees.  GARIOA  is  about  1,050  calories,  and  the  EGA  is 
about  122  calories. 
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Mr.  Case.  Now,  that  does  not  give  us  the  full  story  hecause  that, 
apparently,  is  what  is  supplied  by  EGA,  and  it  does  not  take  care  of  the 
indigenous  production. 

Mr.  VooRHEEs.  That  page  gives  it.  The  indigenous  production  is 
estimated  also  at  1,050  calories.  If  you  will  turn  to  that  page,  Mr. 
Case,  I  thmk  it  will  be  easily  understood. 

BASIS    OF    ESTIMATE    FOR    GRAIN,    FEED,    AND    KINDRED    PRODUCTS 

Mr.  WiGGLESWORTH.  Can  you  not  tell  us,  in  a  word,  how  you 
arrived  at  this  figure  of  $479,953,000  of  grain,  feed,  and  kindred 
products  as  being  essential  for  Germany? 

Mr.  VooRHEES.  Yes,  sir,  I  can. 

If  you  would  be  kind  enough  to  look  at  this  statement  which  I  will 
furiii'sh  you,  and  I  do  not  have  sufficient  copies  for  each  member 
of  the  committee,  you  will  see  that  it  is  a  comparison  of  the  justifica- 
tion which  was  submitted  up  here  last  January  with  the  present 
justification. 

The  figure  of  $1,250,000  was  set,  as  I  stated,  long  before  ECA 
came  into  being,  and  that  figure  could  not  be  changed. 

Mr.  WiGGLESWORTH.  Why  could  it  not  be  changed? 

Mr.  VooRHEEs.  We  cannot  get  permission  from  the  Bureau  of  the 
Budget  to  increase  that  amount.  What  we  have  done  was  to  let 
any  increased  feeding  for  Germany  be  absorbed  into  the  ECA  budget  as 
part  of  their  program.  We  merely  took  out  of  their  program  the  things 
which  we  could  pay  for  within  our  over-all  ceilmg  of  $1,250,000,000. 

Mr.  WiGGLESWORTH.  It  looks  to  me  as  though  your  $1,250,000,000 
is  broken  down  into  10  difierent  projects  on  pages  1161  and  1162. 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  WiGGLESWORTH.  The  fii'st  of  those  projects,  which  is  the  big 
one  is  the  purchase  of  grain,  feed,  and  kindred  products,  caUs  for 
738.7  million  dollars. 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  WiGGLESWORTH.  Which  is,  in  turn,  divided  into  four  items, 
fii'st,  Germany,  479.9  million  dollars,  second,  for  Japan  218.7  million 
dollars,  third,  the  Ryukyus  12.4  million  dollars,  and  fourth,  Korea 
27.5  million  dollars. 

Mr.  VooRHEES.  Yes,  sh. 

Mr.  WiGGLESWORTH.  What  I  would  like  to  get  into  the  record  is 
some  justification,  indicating  how  you  arrived  at  those  figures. 

Mr.  VooRHEES.  Yes,  sir,  I  will  try  to  give  it  to  you  in  generalities. 

Mr.  WiGGLESWORTH.  We  would  like  to  get  it  as  specifically  as  we 
can. 

Mr.  VooRHEES.  I  have  people  here  who  can  give  it  to  the  full 
extent  which  yoa  deshe. 

Let  me  explain  how  that  was  arrived  at.  In  the  first  place,  the 
original  computations  were  made  last  fall.  These  were  the  basis  of 
the  submission  to  the  Bureau  of  the  Budget  and  the  basis  on  which 
the  $1,250,000,000  was  originally  determined. 

Mr.  WiGGLESWORTH.  That  includes  all  10  projects,  does  it  not? 

Mr.  VooRHEES.  Yes,  sir,  that  includes  all  10. 

Then,  following  the  time  that  ECA  became  the  foreign  policy  of  the 
United  States,  it  became  necessary  to  fit  this  progi'am  into  the  EGA 
set-up.     We  thereupon  obtained  permission  to  rework  the  justification 


108 

so  that  it  does  fit  into  the  EGA  over-all  plan.  The  function  of 
GxiRIOA  now  becomes  a  part  of  the  over-all  EGA  program.  In 
fitting  the  two  programs  together  we  made  the  changes  which  are 
indicated  in  the  sheet  which  I  have  just  furnished  you.  I  do  not 
know  whether  you  wish  to  have  it  go  into  the  record  or  not. 

Air.  WiGGLESwoETH.  But  that  does  not  help  me,  or  I  think  help 
the  committee  very  much.  In  arriving  at  these  specific  figures  you 
must  have  taken  specific  population  figures  and  specific  numbers  of 
calories  or  some  other  specific  figm-es.  Let  us  have  the  mathematics 
of  it. 

Mr.  VooRHEEs.  I  am  trving  to  give  it  to  you,  sir.  We  took,  then, 
that  ceiling  of  $1,250,000,000. 

Air.  WiGGLESwoRTH.  How  did  you  arrive  at  that? 

Mr.  VooRHEES.  I  thought  I  had  stated  that,  Mr.  Ghairman. 

Mr.  WiGGLESWORTH.  You  Said  that  you  arrived  at  it  sometime  last 
autumn  with  the  Bureau  of  the  Budget. 

Mr,  VooRHEES.  Yes,  sir. 

It  was  arrived  at  on  the  basis  of  what  we  then  estimated  to  be 
necessary  in  order  to  feed  1,800  calories  in  Germany  to  the  normal 
consumer,  and  1,440  calories  in  Japan  and  the  current  amount  in  the 
Ryukyus. 

Mr.  WiGGLESWORTH,  What  is  that  amount? 

Mr.  VooRHEES.  In  the  Ryukyus  it  is  1,800  calories.  In  Korea  it 
is  estimated  to  supply  the  food  necessary  to  get  through  to  their 
harvest  in  December.  I  should  say  that  in  Korea  the  present  plans 
are  that  they  would  be  sufficient  as  to  food  after  their  harvest  comes 
in  this  year  except  as  to  sugar. 

Mr.  WiGGLESWORTH.  As  far  as  dollars  and  cents  is  concerned  I  do 
not  have  the  answer  yet.  That  gives  me  a  general  guide  as  to  your 
target. 

Mr.  VooRHEES.  Will  you  bear  with  me  for  just  a  minute,  and  I 
will  try  to  explain  it?  Those  were  the  targets  and  those  were  the 
amounts  at  the  prices  then  in  efi'ect  as  the  plan  then  looked. 

When  conditions  changed  as  to  prices  and  as  to  EGA,  we  reworked 
the  project  estimates  and  we  took  amounts  for  food  which  would  be 
sufficient  to  provide  the  necessary  food  at  the  lowered  prices.  We 
also  made  some  changes  in  the  characteristics  of  the  foods  so  that  we 
could  supply  the  1,800  calorie  ration  for  Germany  and  the  rations 
which  I  have  stated  for  the  other  countries.  We  also  squeezed  every- 
thing we  could  out  of  other  projects  in  order  to  increase  certain  items. 
As  you  will  see  we  have  increased  by  approximately  $50,000,000  the 
amounts  for  fertilizer,  seed  and  fishing  fleet  equipment  which  is  mostly 
for  Japan.  This  was  done  so  that  we  would  get  to  the  maximum 
extent  possible,  the  things  which  would  enable  these  people  to  feed 
themselves. 

The  respective  amounts  available  for  these  projects  were  limited, 
of  course,  by  the  ceiling  of  $1,250,000,000.  We  have  divided  the  funds 
within  that  ceiling  in  the  way  that  we  thought  would  be  most  useful 
to  accomplishing  our  pm-poses.  That  is  the  reason  therefore  for  the 
food  estimate  for  Germany  of  $480,000,000  to  which  you  refer. 

Mr.  WiGGLESWORTH.  But  I  still  do  not  know  how  these  figures  were 
reached.     I  understand  the  general  picture  which  you  are  painting. 
Mr.  VooRHEES.  I  will  try  to  teU  you,  sir. 
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As  to  food,  we  determined,  if  you  will  turn  to  page  1165,  the  amount 
of  the  requirements  for  the  non-self-suppHers,  This  appears  in  the 
table  at  the  foot  of  the  page. 

Mr.  WiGGLESwoRTH.  The  statement  is  made  there  that  you  need 
8,631,000  metric  tons. 

Mr.  VooRHEES.  That  is  stated  in  flour  equivalent. 

Mr.  WiGGLEswoRTH.  How  do  you  arrive  at  that?  Do  you  not  have 
any  computation  here  on  that? 

Mr.  VooRHESS.  Yes,  sir,  we  have,  and  I  have  Dr.  Garvin  here  who 
computed  it,  who  will  give  whatever  detail  you  desire. 

Mr.  WiGGLESWORTH.  I  uotice  your  estimates  of  GARIOA  food  im- 
ports are  based  on  a  target  ration  of  1,800  calories  per  day  for  the 
normal  consumer,  and  a  weighted  average  of  2,100  calories  per  day  on 
behalf  of  the  non-self-supplier  population. 

Mr.  VooRHEEs.  Yes,  sir.  If  you  will  turn  to  page  1167  there  is  a 
table  there,  and  we  further  explain  it  on  page  1169. 

I  think  the  best  way  of  giving  you  that  explanation  is  to  ask  Dr. 
Garvin  who  prepared  the  table,  and  who  is  a  statistical  expert  on  this 
subject,  to  explain  it.  He  can  give  a  better  explanation  than  I  can. 
Will  you  explain  the  tables  on  pages  1167  and  1169,  Dr.  Garvin? 

METHOD  OF  ARRIVING  AT  REVISED  ESTIMATES  REFLECTING   REDUCTIONS 

IN  PROJECTS 

Mr.  Case.  Are  these  estimates  the  ones  that  you  originally  pre- 
pared or  are  they  revised  estimates? 

Mr.  VooRHEES.  They  are  revised  estimates. 

Mr.  Case.  You  originally  asked  for  $748,000,000  for  the  purchase 
of  grain,  feed,  and  kindred  products,  and  your  revised  figure  is 
$738,000,000  plus,  or  a  decrease  of  $9,937,000. 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  Case.  Did  you  accomplish  that  decrease  by  changing  the  diet 
or  by  buying  cheaper  foods,  or  how  did  you  accomplish  it? 

Mr.  VooRHEES.  We  accomplished  it  by  supplying  more  food  at 
cheaper  prices.  In  the  old  justification  we  also  did  have  enough  food 
in  order  to  get  up  to  the  1,800  calories. 

Mr.  Case.  You  are  supplying  more  food  with  $10,000,000  less 
money? 

Mr.  VooRHEEs.  Yes,  sir. 

Mr.  Case.  How? 

Mr.  Voorhees.  Because  the  prices  have  gone  down.  The  other 
prices  on  which  the  old  justification  was  prepared  were  computed  in 
early  January.  There  was  a  market  break  which  occurred  in 
February. 

Mr.  Case.  You  had  a  market  break  that  permitted  you  to  take 
$9,937,342,  or,  approximately,  $10,000,000  and  devote  it  to  something 
else? 

Mr.  Voorhees.  Yes,  sir. 

]\Ir.  Case.  So  that  the  budget  limitation  did  not  hurt  you  there  at 
all;  you  made  $10,000,000? 

Air.  Voorhees.  Yes,  sir,  and  we  supplied  a  lot  more  food  than  had 
originally  been  provided. 

Mr.  WiGGLESWORTH.  That  is,  in  addition  to  the  ECA  food? 
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Mr.  VooRHEEs.  The  EGA  food  is  above  anything  we  had  ever 
contemplated. 

Mr.  Case.  Then  on  project  130,  the  purchase  of  petroleum  and 
petroleum  products,  there  again  you  have  a  decrease  estimated  at 
$10,000,000,  to  be  exact  $10,293,000. 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Case.  Has  the  price  of  petroleimi  products  gone  down,  or 
have  you  reduced  the  quantities? 

Major  Stalheim.  That  was  due  to  a  change  in  source  rather  than 
price. 

Mr.  Case.  Changes  in  quantities  and  price? 

Major  Stalheim.  A  change  in  source. 

Mr.  Case.  With  the  same  quantity? 

Major  Stalheim.  That  is  correct. 

Mr.  Case.  And  you  saved  that  much  money? 

Major  Stalheim.  Yes,  sir. 

Mr.  Case.  On  project  150,  the  purchase  of  medical  supplies  and 
equipment,  there,  again,  you  have  reduced  your  estimate  by  $8,- 
000,000,  which  is  a  reduction  of  50  percent  in  your  origmal  request. 

Mr.  Voorhees.  That  was  for  a  different  reasoir.  We  just  cut 
that  in  half  because  we  thought  it  was  more  critically  needed  to  buy 
fishing  equipment. 

Mr.  Case.  That  is,  you  reduced  the  quantity? 

Mr.  Voorhees.  Yes,  sir,  we  reduced  the  quantity,  and  it  is  not 
due  to  a  change  in  price. 

Mr.  Case.  Project  160  there  is  the  purchase  of  other  supplies, 
services,  and  equipment,  and  you  have  added  $5,000,000. 

Coming  to  project  410,  pay  of  civilian  employees,  I  see  you  have 
reduced  that  by  $15,893,000. 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Case.  That  is  done  by  reducing  the  pay  schedule  or  reducing 
the  number  of  personnel? 

Mr.  Voorhees.  What  we  did  was  figure  out  the  amount  of  our 
estimated  expenditures  for  the  current  year.  We  limited  the  estimate 
of  it  to  that  amount,  and  we  did  the  same  thing  to  travel  of  civilian 
employees. 

Mr.  Case.  And  that  was  reduced  in  proportion? 

Mr.  Voorhees.  Yes,  sir.  The  only  change  from  the  current  year 
is  because  we  shifted  in  Korea  to  a  pay-as-you-go  basis,  but  it  is 
substantially  the  same. 

Mr.  Case.  But  it  is  a  reduction  in  the  number  of  personnel  em- 
ployed? 

Mr.  Voorhees.  That  is  correct. 

Mr.  Case.  Project  415  is  travel  of  civilian  employees  and  there 
you  have  reduced  that  approximately  50  percent  in  proportion. 

Mr.  Voorhees.  That  is  based  upon  experience  this  year. 

Mr.  Case.  Then  in  p'-oject  420,  transportation  of  civilian  supplies, 
you  have  reduced  that  by  $8,500,000. 

Mr.  Voorhees.  Yes,  sir;  civihan  supplies. 

Mr.  Case.  Is  that  based  on  experience  or  is  there  any  reduction  in 
the  quantities  to  be  shipped? 

Mr.  Voorhees.  I  think  the  quantities  are  greater  and  I  think, 
perhaps,  we  made  some  mistakes  in  it  before.  We  also  effected  sub- 
stantial economies  by  shipments  from  the  west  coast  to  Japan  which 
had  not  been  done  previously. 
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Mr.  Case.  All  of  those  seem  to  be  logical  reasons  for  reducing  your 
estimate. 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  Case.  And  they  were  not  dictated  by  reason  of  any  budgetary 
requirement.  They  were  simply  due  to  reexamination,  and  you  found 
that  you  did  not  need  the  quantities  estimated,  and  your  experience 
this  past  year  did  not  call  for  that  much? 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  Case.  Having  found  that  you  could  reduce  the  number  of 
persons  employed  why,  then,  did  you  proceed  to  spend  all  of  the 
money  so  that  you  could  come  back  to  your  budget  figure  of  1  ji  billion 
dollars  by  increasing  these  other  projects? 

Mr.  Voorhees.  The  reason  we  did  that  is  because  this  money  was 
needed  for  required  projects  as  to  Germany  under  the  European 
recovery  program.  The  present  reworking  of  the  justification  enabled 
us  to  take  up  these  needs  from  savings  estimated  from  all  of  those 
projects  and  then  utilize  the  savings  for  the  new  foreign  policy  of  the 
United  States. 

Mr.  Case.  What  it  seems  to  me  your  answer  says  is  this:  We  have 
reduced  our  estimates  because  we  found  in  these  other  instances  that 
we  did  not  need  these  quantities,  so  GAR  10 A  funds  could  be  reduced 
by  that  much.  The  ECA  program  was  devised  to  take  care  of  these 
other  things.  It  seems  to  me  that  these  increases  in  quantity  that 
you  decided  on,  which  increases  included  the  increase  in  your  agri- 
cultural supplies,  and  fertilizer,  other  supplies  and  equipment  and 
incidental  operating  expenses,  the  three  items  that  you  have  increased, 
were  those  where  increases  were  due  to  the  new  foreign  policy  of  the 
United  States  as  exemplified  in  the  ECA  program,  and  that  those 
increases  should  be  charged  to  the  ECA  program  and  not  to  GAEIOA. 

Mr.  Voorhees.  The  policy  has  always  been,  and  I  do  not  know  the 
origin  of  it,  to  pa}^  from  GAR.IOA  for  food,  iertilizer,  seed,  medical 
supplies,  and  POL  only. 

Mr.  Case.  Well,  I  thought  you  told  me  that  those  increases  were 
dictated  by  the  ECA  program. 

Mr.  Voorhees.  Under  the  ECA  program,  these  amounts  of  food, 
fertilizer,  seed,  and  so  forth,  were  called  for.  We,  therefore,  provided 
those  amounts  for  fertilizer  which  were  considerably  greater  than  we 
had  previously  been  able  to  provide.  As  to  food,  we  have  provided 
greater  amounts  or  we  would  not  have  been  able  to  come  up  to  the 
1,800-caloric  diet  as  we  said  before.  We  have  also  put  in  funds  for 
the  repair  of  the  Japanese  fishing  fleet,  I  think  around  $15,000,000; 
we  find  these  are  absolutely  necessary  to  enable  the  Japanese  to  pro- 
duce the  food  that  they  can  produce.  That  item,  is  for  raw  materials 
which  they  can  manufacture  into  nets,  and  so  forth,  for  the  fleet. 

We  have  sent  over  to  Germany  a  fertilizer  mission  of  the  top  experts 
from,  the  Department  of  Agriculture  and  from,  one  of  the  universities. 

Mr.  Case.  To  sum  it  up  the  decreases  you  have  m.ade  in  these 
different  projects  were  not  accomplished  by  reducing  the  proposed  diet 
for  the  Germans? 

Mr.  Voorhees.  No,  sir. 

Mr.  Case.  They  were  simply  accomplished  by  a  reexamination  of 
the  quantities  necessary  and  the  change  in  prices? 

Mr.  Voorhees.  Yes,  sir;  we  have  used  any  savings  that  we  were 
able  to  make  in  these  other  projects  to  increase  first,  the  food  up  to 
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the  1 ,800-calorie  level  in  Germany  and  to  corresponding  levels  else- 
where, and  second  for  agricultural  supplies  and  fertilizer  to  increase 
those  to  the  limit  that  we  could  pay  for  out  of  this  appropriation. 

Mr.  Draper.  We  have  tried  to  make  the  best  use  of  the  amounts 
that  we  have  put  in  as  estimates  from  the  point  of  view  of  recovery 
and  from  the  point  of  view  of  the  best  possible  use  of  the  funds. 

As  I  indicated  here  yesterday,  and  I  think  again  this  morning,  I 
believe  that  the  exports  from  Germany  are  overly-optimistic  by  some 
$200,000,000  which  would  indicate  that  the  program  as  a  whole, 
including  EGA  and  GARIOA  may  be  underestimated.  We  have 
tiried  to  take  advantage  by  reducmg  everywhere  that  we  could  to  put 
the  funds  into  other  things  that  we  feel  are  most  vital  to  the  program, 
and  that  was  our  purpose  in  revamping  it. 

INCREASE    IN    ESTIMATES    FOR    FERTILIZER 

Mr.  WiGGLESwORTH.  Instead  of  standing  pat  on  your  $112,000,000, 
for  instance,  for  agricultural  supplies  and  fertilizer,  which  was  your 
original  estimate  of  the  need,  you  come  before  us  now  with  a  request 
for  $162,000,000,  an  increase  of  almost  $50,000,000. 

Mr.  Draper.  Because  we  felt  that  fertilizer  was  vital,  and  it  has 
been  limited  before  by  the  budgetary  limitation. 

Mr.  VooRHEES.  We  have  had  a  seed  mission  over  there  which  has 
made  a  very  thorough  report,  consisting  of  the  top  seed  experts  from 
the  Department  of  Agriculture  and  other  experts  as  well  as  the  ferti- 
lizer mission.  Clearly  when  they  tell  us  what  is  required  in  order  to 
enable  the  Germans  to  help  themselves  and  thus  to  decrease  our  cost 
it  must  be  heeded.  We  have  to  bear  in  mind  that  as  to  the  amount  of 
food  that  this  additional  fertilizer  will  grow,  the  fertilizer  costs  are 
about  10  cents  on  the  dollar  compared  with  the  cost  of  importing 
food  for  them.  The  effort  is  to  furnish  a  maximum,  supply  of  the 
things  which  would  enable  these  occupied  areas  to  help  themselves. 

Mr.  WiGGLESwoRTH.  I  appreciate  fully,  I  think,  the  need  of  ferti- 
lizer, but  it  seems  to  me  that  what  you  have  done,  in  effect,  is  to 
increase  the  EGA  allocation  to  Germany  by  about  $57,000,000. 

Mr.  Draper.  This  is  not  entirely  for  Germany,  sir.  Som.e  of  it  is 
for  Japan,  and  some  of  it  is  for  Germany.  Wliat  we  have  done  is  to 
provide  the  things  which  were  a  part  of  the  EGA  program  to  the  full 
extent  that  we  could. 

Now,  our  change  in  there  has  been  that  our  original  estimate  was 
about  $651,000,000,  and  we  have  changed  it  to  about  $675,000,000. 
Now,  the  EGA  officers  originally  counted  on  $667,000,000.  I  do  not 
know  where  that  figure  came  from.  I  think  it  was  from  some  earlier 
estimate  that  had  been  made.  Then  we  went  to  $651,000,000,  and 
now  we  are  up  to  $675,000,000,  but  in  dealing  with  such  vast  areas 
those  changes,  as  we  rework  the  program,  are  inevitable  if  we  are 
going  to  present  the  latest  and  best  information  to  you  that  we  can. 

Of  course,  the  plain  fact  is  that  we  were  not  able  to  include  what  was 
needed  in  some  of  these  respects  and  some  of  the  original  figures,  and 
we  have  done  a  lot  of  figuring  in  recent  months  to  get  the  best  out  of 
it  to  get  those  things  that  we  had  to  cut  previously  below  what  we 
felt  was  needed,  and,  particularly,  fertilizer.  I  told  Mr.  Voorhees  to 
slash  everything  tlu'ough  the  program  to  try  to  build  up  those  things 
which  we  felt  had  been  slighted  before,  and  especially  in  this  fertilizer 
and  seed  line. 


113 

Mr.  WiGGLESWORTH.  You  have  in  effect  reduced  the  purchases  of 
grain,  food,  and  kindred  products  from  $748,600,000  to  $738,700,000. 

Mr.  Draper.  We  have  in  dollars,  but  not  in  tonnage. 

Mr.  VooRHEES.  Here  is  a  statement  that  my  staff  has  prepared 
which  would  give  you  a  break-down  for  comparison  of  the  1949 
budget,  as  originally  submitted,  with  the  present  budgets  as  to  fer- 
tilizer and  seed  and  fishing  equipment.  That  is  project  120,  broken 
down  by  country  and  by  items.  Here  it  is,  if  you  would  care  to 
have  it. 

Mr.  WiGGLESWORTH.  Thank  you. 

Mr.  VooRHEES.  The  essential  thing  is,  su',  that  to  the  extent 
needed,  fertilizer,  seed,  and  fishing  equipment  save  us  dollars  in  the 
long  run.  We  really  ought  to  spend  the  money  for  that  almost  in 
priority  to  anything  else  because  it  is  such  a  small  fraction  of  the 
cost  of  providing  food  directly. 

BASIS   OF   ESTIMATES   FOR   GRAIN   FOOD   AND   KINDRED   PRODUCTS 

Mr.  WiGGLESWORTH.  Is  there  anyone  here  who  can  tell  us  how  the 
figures  for  grain,  food,  and  kindred  products  for  Germany,  Japan, 
Ryukyu,  and  Korea  were  arrived  at? 

Dr.  Garvin.  Su*,  on  page  1167  you  will  find  the  computation  of  the 
total  food  requhed  for  the  rationed  population  in  Germany  for  the 
next  fiscal  year.  It  is  broken  down  by  individual  food  items,  from 
cereals  thi'ough  to  dried  fruit. 

The  population  that  is  rationed  for  each  of  these  items  is  indicated 
in  the  second  colunm.  You  will  notice  that  it  will  vary  from 
37,000,000  for  cereals  to  35.4  million,  for  example,  for  meat,  and 
35.1  million  for  fish. 

Mr.  WiGGLESWORTH.  That  is  the  population  to  be  fed? 

Dr.  Garvin.  To  be  fed  with  each  of  those  products. 

The  next  column  states  the  target  ration.  That  is  a  ration  which 
would  be  fed  from  the  GARIOA  imports  and  mdigenous  supphes  of 
each  of  these  products  expressed  in  calories  per  capita  per  day. 

Mr.  WiGGLESWORTH.  To  ail  individual. 

Dr.  Garvin.  To  each  individual;  yes. 

Mr.  WRIGGLES  WORTH.  That  is  2,100  calories. 

Dr.  Garvin.  2,100  for  the  average  ration,  or  1,800  for  the  normal 
consumer. 

In  the  last  column  on  the  page  you  have  for  each  individual  item 
the  quantities  in  product  weight  of  that  item  that  will  be  required  to 
supply  that  ration  to  the  indicated  population,  and  in  the  next  to  the 
last  column  these  are  translated  into  the  common  denominator  of 
flour  equivalent  in  terms  of  calories,  and  that  is  the  source  of  the 
8,631,000  tons,  flour  equivalent,  total  requirements  stated  on  page 
1167. 

Mr.  WiGGLESWORTH.  The  8,631,000  metric  tons,  flour  equivalent, 
is  2,100  calories  for  how  many  people?  Yom*  population  figure  varies 
materially. 

Dr.  Garvin,  It  would  be  for  every  member  of  the  rationed  popula- 
tion who  is  completely  dependent  upon  the  ration. 

Mr.  Case.  To  illustrate  potatoes  there,  you  estimate  only  34.3 
million. 

Dr.  Garvin.  That  is  right. 


114 

Mr.  Case.  That  is  because  those  are  not  self-supphers.  The 
difference  between  that  and  the  37  million,  which  is  your  maximum 
figure,  or  perhaps  43.5  million  on  sugar,  is  represented  by  those  who 
are  wholly  or  partly  self-suppliers. 

Dr.  Garvin.  Yes;  they  w^ould  be  partly  self-suppliers  and  they 
would  get  slightly  more  than  2,100  calories,  since  their  retention 
allowance  would  be  somewhat  higher  than  they  would  get  on  the 
ration  if  they  were  rationed. 

Mr.  Wiggles  WORTH.  What  is  the  relation  of  the  1,175  flour  equiva- 
lent in  column  3  to  that  34.3  million  people? 

Dr.  Garvin.  That  is  the  caloric  equivalent  of  5,700,000  tons  of 
potatoes  which  will  be  available  for  rationing. 

Mr.  WiGGLESWORTH.  Where  do  you  find  that  amount  of  potatoes? 

Dr.  Garvin,  That  is  in  the  product  weight  column  opposite  the 
1,175. 

Mr.  WiGGLESWORTH.  That  is  5,700,000  tons? 

Mr.  Draper.  That  is  arrived  at  by  multiplying  the  34.3  million  by 
the  310. 

Mr.  VooRHEES.  Dr.  Garvin  made  a  special  trip  over  to  Germanyfto 
work  this  out  exactly  and  right  up  to  date  with  the  food  organization 
over  there  under  Colonel  Anchews.  Dr.  Garvin  is  just  back  within 
the  past  month  from  there. 

Mr.  WiGGLESWORTH.  The  table  on  page  1167  brings  you  out  with  a 
flour  equivalent  of  8,631,000  metric  tons  which  we  find  is  the  first 
figure  on  page  1165,  as  a  total  requirement  for  non-S(>lf -suppliers  for 
the  1,800-calory  ration. 

Dr.  Garvin.  The  table  on  page  1169  follows  the  table  that  you  are 
looking  at  now. 

Mr.  WiGGLESWORTH.  What  about  the  table  on  page  1165? 

Dr.  Garvin.  The  next  one  is  the  break-down  of  the 

Mr.  VooRHEES.  Page  1,165  is  the  over-all  figure,  and  the  dollar 
amount  and  the  subsequent  pages  breaks  that  down  in  detail. 

Mr.  Draper.  And  show  the  indigenous  production  from  the  total 
requirements. 

Mr.  WiGGLESWORTH.  From  8,631,000  metric  tons  required  you 
deduct  4,276,000  estimated  indigenous  production,  which  leaves  you 
4,355,000  metric  tons  to  be  obtained  by  imports. 

Mr.  VooRHEES.  No,  sir.  The  detail  of  that  Dr.  Garvin  has  given 
on  page  1,169.  The  first  three  columns  of  figures  give  the  indigenous 
production  and  the  last  three  columns  of  figures  give  the  import 
requirements. 

Mr.  Mahon.  Have  these  tables  been  placed  in  the  record? 

Mr.  WiGGLESWORTH.  They  have  not. 

Dr.  Garvin.  This  second  table  shows  what  part  of  the  8,631,000 
metric  tons  could  be  provided  from  indigenous  production  by  com- 
modities, and  therefore  the  quantity  that  must  be  imported  to  meet 
the  total  requirements  by  commodity. 

Mr.  Case.  If  we  were  to  make  this  simple,  we  would  start  out  by 
saying  that  the  number  of  people  to  be  fed  is  so  many,  2,100  calories 
a  day,  would  be  2,100  times  the  number  of  people — 37  million,  or 
whatever  it  is — and  that  would  be  total  No.  1.  That  is  a  figure  that 
is  not  shown  here.     The  first  figure  you  are  showing  of  8,631,000 
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metric  tons  of  flour  equivalent,  the  clifl^erence  between  that  and  what 
would  have  been  the  first  total,  is  that  which  is  supplied  by  the 
indigenous  producers  w^ho  feed  themselves  that  much. 

Dr.  Garvin.  That  is  right. 

Mr.  Case.  The  third  figure  that  you  are  giving  us  of  4,376,000  is 
the  indigenous  food  production  found  in  the  country,  which  goes  to 
persons  who  are  not  self-suppliers. 

Dr.  Garvin.  That  is  correct. 

Mr.  Case.  So  then,  the  final  figure  that  you  give  us,  the  import 
requirements,  is  the  difference  between  total  No.  2  and  total  No.  3? 

Dr.  Garvin.  That  is  right,  sir. 

Mr.  VooRHEES.  It  is  analyzed  on  page  1169. 

Mr.  Case.  But  there  you  bring  it  back  into  caloric  capacity  per 
day  and  you  break  it  down  into  units  rather  than  into  totals. 

Mr.  VooRHEES.  It  is  given  in  calories  per  capita  per  day,  in  product 
weight  of  each  item,  and  finally  in  flour  equivalent.  The  flour 
equivalent  is  used  to  get  a  common  denominator  of  the  actual  food 
value  of  the  different  items. 

Mr.  WiGGLESWORTH.  How  do  you  convert  that  4,365,000  metric 
tons  deficiency  into  $516,723,000? 

Dr.  Garvin.  Next  to  the  flour-equivalent  column  on  imports 
required  you  will  notice  the  figure  of  product  weight  of  imports 
required,  which  gives  you  imports  by  commodity. 

Air.  Draper.  What  table  shows  that  in  dollars? 

Mr.  WiGGLESWORTH.  How  do  you  convert  the  total  import  requii'e- 
ments  into  dollars? 

Dr.  Garvin.  That  goes  back  to  the  table  we  originally  were  looking 
at  on  page  1171,  the  imports  program  which  produces  that  table  we 
developed  on  page  1169  and  converted  to  a  dollar  value  by  items. 

Mr.  Voorhees.  There  is  an  explanation  here  that  ilie  flour-equiv- 
alent figure  of  4,355,000  tons  corresponds  to  the  product  weight  figure 
of  4,831,000.  Those  are  the  same  figures.  We  have  had  to  give 
them  that  way,  I  might  say,  because  the  flour  equivalent  is  the  actual 
measure  by  which  it  is  consumed.  The  product  weight  is  the  measure 
which  is  used  by  the  Department  of  Agriculture  and  in  the  European 
recovery  program  and  is  the  measure  by  which  we  ship. 

Mr.  Case.  If  we  had  just  a  brief  table  that  had  for  line  No.  1  the 
total  requirements,  people  times  calories  times  da^^s,  that  would  be 
the  total  requirement. 

Secondly,  supply  by  self-suppliers  to  themselves,  which  we  would 
subtract  from  that,  and  then  we  should  get  this  figure  of  8,361,000 
metric  tons  which  is  the  total  requu-ement  for  non-self-suppliers  from 
the  above  ration. 

Then  you  come  on  with  the  estimated  indigenous  food  production 
which  is  supplied  by  the  country  to  itself;  you  subtract  that,  and  then 
you  come  back  to  your  total  import  requirements. 

Mr.  Voorhees.  'We  can  prepare  that  and  have  it  ready  tomorrow 
morning. 

Mr.  Case.  In  the  absence  of  that  first  line  there,  we  do  not  know 
what  your  base  is. 

Mr.  Voorhees.  We  will  prepare  that. 
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(The  following  was  submitted  later:) 

Thousand 

Total  and  imported  food  requirement  flour  eguiv- 

Germany:  n^e/it 

1.  Total  required  for  food 10,  657 

2.  Supplied  by  self-supplier  for  own  use^ 2,  026 

3.  Total  required  for  non-self -supplier  population  2  (for  2,100  calorie 

average  ration) 8,  631 

4.  Domestic  production  available  for  non-self -supplier  ^ 4,  276 

•  

5.  Imports  required 4,  355 

1  Self-supplier  food  retentions  provide  average  of  2,790  calories  per  day  per  head  of  the  self-supplier  popu- 
lation. Sugar  ration  for  the  farm  population  is  not  included  in  this  figure  but  is  included  in  total  require- 
ment for  the  rationed  population. 

2  This  is  amount  in  flour  equivalent  required  to  feed  averageof  2, 100  calories  per  day  to  non-self-supplier 
population  as  shown  on  p.  1167  of  the  justification. 

3  As  shown  on  p.  1169  of  justification. 

Thousand 

metric  tons 

broil)  n  rice 

Japan:  equivalent 

1.  Total  food  requirement 14,  676 

2.  Supplied  by  self-suppliers  for  own  use  1 6,  400 

3.  Required  for  non-self -suppliers  2 8,  276 

4.  Domestic  production  available  for  non-self-suppliers  * 6,  390 

5.  Imports  required 1,  886 

1  These  retentions  allow  for  staple  food  consumption  of  1,975  calories  per  caput  daily  for  the  self-supplier 
population  of  22,990,000  persons  and  of  1.590  calories  per  caput  daily  for  the  partial  self-supplier  population 
of  12,210,000  persons.  In  addition  to  these  foods,  as  indicated  on  p.  1174  of  the  justification,  the  entire 
population  receives  sugar  and  fat  rations,  15,000,000  self-suppliers  receive  miso  rations,  and  29,500,000 
receive  shoyu  rations.    Requirements  for  these  foods  are  included  in  total  ration  requirements. 

2  This  is  total  amount,  expressed  in  brown  rice  equivalents,  required  to  feed  average  ration  of  1,500  cal- 
ories per  day  to  non-self-supplier  population  of  45,300,000  persons  throughout  the  year  and  12,200,000 
partial  self-suppliers  for  average  of  125  days  per  year,  as  shown  on  p.  1174  of  the  justification. 

3  For  detail  see  p.  1176  of  the  justification. 

Thousand 

metrictons 

broum  rice 

South  Korea:  equivalent 

1.  Total  food  requirement  ' 3,  200 

2.  Supplied  by  self-suppliers  for  their  own  use  2 1,  950 

3.  Required  for  non-self -suppliers  ^ 1,  250 

4.  Domestic  production  available  for  non-self-suppliers  ' 1,  020 

5.  Imports  required 230 

1  Includes  cereals,  edible  pulses,  and  sugar  only,  since  these  are  the  only  items  included  in  the  target  ration, 

2  This  amount  sufficient  to  funiish  1,440  calories  per  day  for  12,  400,000  self-suppliers. 

-  This  amount  re'iuired  for  average  ration  of  1.383  calories  per  day  (cereals  and  sugar)  for  8.55  million  non- 
self-suppliers,  as  shown  on  p.  11S3  of  the  justification. 
<  For  detail  see  p.  1184  of  the  justification. 

Note.— For  population  statistics  see  p.  117. 

Mr.  Draper.  I  think  that  Dr.  Garvin  has  actually  presented  here 
the  best  justification  in  detail  that  we  probably  have  ever  offered  to 
you.  I  admit  in  trying  to  get  the  detail  and  trying  to  show  you  all 
the  facts  we  have  it  becomes  a  little  complicated  until  the  relationships 
are  studied. 

Mr.  VooRHEES.  We  have  tried  to  present  here  the  information  in 
considerable  detail  to  show  the  reason  for  it.  It  is  complicated.  It 
is  especially  complicated  because,  as  you  can  see,  the  number  of  non- 
self-suppliers  varies  according  to  the  particular  product. 

Mr.  Case.  Surely,  because  one  farmer  raises  sugar  beets  and  the 
farmer  in  some  other  section  does  not  raise  sugar  beets. 
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Mr.  VooRHEES.  Some  of  the  people  who  raise  potatoes,  for 
example 

Mr.  Case.  There  are  more  potato  raisers  than  anything  else. 

What  are  the  prospects  as  to  the  present  population  of  the  bizone? 

Dr.  Garvin.  For  the  fiscal  year  1949  the  total  population,  including 
displaced  persons,  is  estimated  at  44,000,000.  The  population  seti- 
mate  that  we  are  using  here  for  budget  purposes  is  43.5  million,  which 
excludes  the  displaced  persons.  They  are  being  taken  care  of  by  the 
IRO.  The  figures  that  I  quote  include  our  sectors  of  Berlin,  the 
United  States,  and  the  United  Kingdom. 

DATA    ON    PERSONS    ASSISTED    BY    GARIOA    PROGRAM 

Mr.  Case.  I  would  like  to  ask  that  they  put  in  a  table  the  informa- 
tion they  have  just  given  us  as  to  the  total  population,  the  numbers 
taken  care  of  by  IRO,  and  so  forth,  and  get  down  to  what  is  the  firm 
base  of  the  people  that  we  are  providing  for  through  GARIOA. 

(The  information  is  as  follows:) 

Population  estimates,  United  States-United  Kingdom  zones,  Germany ,  fiscal  year  1949 

Population:  Millions 

Total  population 44.  0 

Displaced  persons  ^ •  5 

Population  used  as  basis  for  budget  request 43.  5 

Of  which: 

Self -suppliers 6.  5 

Non-self -suppliers  ^ 37.  0 

1  Not  included  in  import  requirements  estimates  since  they  are  provided  for  from  IR  O  funds. 

2  Non-self-suppliers  in  bread  grains.    The  figure  is  somewhat  lower  for  potatoes,  meats,  fats,  fish,  and 
dairy  products,  but  lower  for  sugar,  as  shown  on  p.  1167  of  the  justification. 

Population  estimates,  Japan,  fiscal  year  1949 

Population:  Millions 

Total 80.  55 

Of  which: 

Full  self-suppliers  i 22.  99 

Partial  self-suppliers  ^ 12.  21 

Non-self -suppliers 45.  35 

>  In  staple  foods. 

2  For  average  of  240  days  per  year. 

Population  estimates,  South  Korea,  fiscal  year  1949 
Population:  Millions 

Total  population 20.  95 

Of  which: 

Self-suppliers 12.40 

Non-self-suppliers 8.  55 


Thursday,  May  13,  1948.  -H 

The  Chairman.  Will  vou  turn  to  page  1155  of  the  tables  and  explain 
the  dift'erence  between"^ the  GARIOA  figures  of  $341,000,000  and 
$356,000,000  contained  on  that  page,  and  the  $406,000,000  on  page 
1171  under  GARIOA? 

Mr.  Voorhees.  The  tables  are  exactly  in  balance.  The  one  on 
page  1155  was  incorporated  to  show  a  reconciliation  with  the  European 
recovery  program,  and  therefore  it  gives  the  items  separately  divided 
between  the  Western  Hemisphere-United  States  under  part  A  of  the 
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table,  and  other  areas,  under  B  of  the  table.  The  ECA  planned 
program  is  set  up  in  that  way.  We  thought  it  would  be  helpful  to  the 
committee  to  set  out,  as  is  done  on  page  1171,  a  consolidated  table 
giving  the  whole  food  program,  not  separated  by  Western  Hemisphere- 
United  States  and  other  areas. 

The  Chairman.  You  are  going  to  get  230,000  tons  out  of  ERP  and 
4,135,000  out  of  GARIOA? 

Mr.  VooRHEEs.  Yes. 

The  Chairman.  And  yet  the  figures  on  page  1155  indicate  3,615,000. 

Mr.  Draper.  If  you  will  look  at  the  food  figures  in  the  same  column 
on  page  1155,  $516,723,000,  you  will  find  that  same  figure  in  the 
column  on  the  other  page. 

The  third  figure  over  at  the  end  on  page  1155,  in  the  last  column, 
is  $516,723,000;  if  you  turn  to  page  1171  you  will  note  the  column 
headed  $406,000,000  and  you  will  find  the  same  figure  of  $516,723,000 
at  the  foot  of  the  column  under  the  GARIOA  program. 

Mr.  Voorhees.  General  Draper  has  given  the  dollar  figure  that  is 
separated  on  page  1155  into  the  United  States  and  Western  Hemi- 
sphere sources  and  other  areas.  If  you  add  the  amount  from  other 
areas  to  the  amount  from  the  Western  Hemisphere 

The  Chairman.  I  do  not  like  to  have  a  lot  of  tables  if  it  can  be 
given  in  one  table. 

Mr.  Voorhees.  The  consolidated  food  program  on  page  1171  does 
just  that,  sir.  We  thought  it  was  essential  for  the  committee's  infor- 
mation and  that  it  would  be  helpful. 

The  Chairman.  The  figures  on  page  1171  show  what  Germany  is 
supposed  to  get  out  of  our  figures? 

Mr.  Voorhees.  Yes. 

break-down    of    food    supply   to    foreign    countries   1948    AND   1949 

The  Chairman.  What  I  would  like  to  have  is  the  table  on  page  1171, 
and  then  I  would  like  to  see  another  table  converting  the  amounts  into 
bushels  of  grain  as  to  each  of  the  countries  which  are  to  be  helped, 
and  the  number  of  bushels  over  all  that  they  get  out  of  this  year's 
program,  the  number  of  bushels  they  get  over  all  out  of  the  estimates 
that  are  here  before  us. 

Then  I  would  like  to  have  the  same  picture  as  to  each  of  the  other 
items  involved,  in  a  comparative  table. 

Mr.  Draper.  By  quantities  for  the  2  years? 

The  Chairman.  Yes. 

As  to  the  others  that  are  given  in  tons,  that  would  be  all  right. 
The  metric  ton  is  2,240  pounds? 

Mr.  Voorhees.  2,204,  plus. 

(The  information  requested  is  as  follows:) 
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Table  A. — Fiscal  year  1948  and  fiscal  year  1949  comparative  food  supply  tables 

jor  non-self -s  up  pliers  ^ 

[Bushels] 


TOTAL  ALL  AREAS 


Kiseal year  1948: 

Imports-. 214,934,960 

Indigenous -  349,265,831 


Total 

Germany 

Japan  and 
Ryukyus 

Korea 

Cereals  and  grains: ' 
Fiscal  year  1948: 

214, 934, 960 
349,  205, 831 

149, 910, 000 
68, 167, 890 

54,  524, 130 
242,  686,  090 

10, 500, 830 

Indigenous.  -  .  

38,411,851 

Total - - 

564, 200, 791 

218,077,890 

297, 210,  220 

48,  912, 681 

Fiscal  year  1949: 

ImDorts                        - -  

228,620,838 
379,  218, 150 

2 162, 001, 618 
71, 323,  560 

59, 610,  940 
260,  581, 840 

7,008,280 

47, 312,  750 

Total          -        -- 

607, 838,  988 

233,  325, 178 

320, 192, 780 

54,321,030 

Fiscal  vear  1949: 

Imports —  -  228,620,838 

Indigenous 379,218,150 

Grand  total 607,838,988 


Grand  total 564,200,791 

1  All  indigenous  production  figures  are  net  available  to  non-self-suppliers  after  allowance  for  fodder,  farm 
food  consumption,  nonfood  uses,  and  distribution  losses. 
>  Includes  both  GARIOA  and  EGA  imports. 


Table  B. — Total  supplies  for  non-self-supplier  population 
FISCAL  YEAR  1948  FOOD  SUPPLY 


Commodity 

Indigenous 
production 

Imports 

Total 

supplies  for 
non-self- 
supplier 

population 

us/UK   ZONES  GERMANY 

Potatoes                            - 

Metric  tons 
3, 730, 000 

Metric  tons 

331,000 

97, 000 

425, 000 

Metric  tons 
4,061,000 

Pulses                    

97, 000 

Sugar               -- 

323, 000 
363,000 
157, 000 
101,000 
1,971,000 
43,000 

748, 000 

Meat                          - 

363, 000 

Fish                      .    

183, 000 

135, 000 

45,  500 

340, 000 

Fats  and  oils                                     --      

2.36, 000 

Milk  and  milk  products.- 

2, 016,  500 

43, 000 

Dned  fruit                       -      . 

157,  000 

8,480 

101,600 

26,980 

157, 000 

Powdered  eggs             . 

8,  480 

Soya  flour                               ..     ..          - 

101,600 

Miscellaneous  foods    

to 

26, 980 

japan/byukyus 
Sweetpotatoes                                                        -      -      

1,262,000 

1,  262, 000 

Sweetpotatoes  (canned).                           -  .        

26, 417 

26, 417 

White  Dotatoes 

594, 000 
59, 626 

594,  000 

Soybeans 

62, 000 
51,000 
80, 284 
45, 000 
37, 000 
459, 000 
7, 366 
20, 000 
20, 000 

25,000 

121,626 

Soybean  meal                                 .—      . 

51,  WM) 

Soya  flour                                                                          

80, 284 

Peas  and  beans                               .               -        

45,000 

Fats  and  oils                   .     ..    .-- -  

22, 374 

12, 954 

9,220 

59, 374 

Sugar                     .. 

471,954 

Dried  skim  milk                .                     ...  

16, 586 

Dried  fruit              ..    ..  

20,000 

Misppllnnpoiis  fnods 

20,000 

KOREA 

Sugar                                         .             ...    : 

25,000 
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Table  B. —  Total  supplies  for  non-self-supplier  population — Continued 

FISCAL  YEAR  1949  FOOD  SUPPLY 


Commodity 


Indigenous 
production 


Imports 


Total 

supplies  for 
non-self- 
supplier 

population 


UNITED  STATES-UNITED  KINGDOM  ZONES,  GERMANY 

Potatoes » 

Pulses 

Sugar 

Meat 

Fish 

Fats  and  oils 

Milk  and  milk  products 

Cheese  and  quark . 

Dried  fruit ! 

Powdered  eggs 

Rice 

Fresh  fruits  and  vegetables 


Metric  tons 

5,  700, 000 

13,000 

430,  000 

275, 000 

188, 000 

140, 000 

2, 374,  000 

60,  000 


Metric  tons 


208,  000 
426,  000 

34,  000 
150, 000 
150, 000 

45, 000 


100,  000 

4,000 

11,000 

200,  000 


Sweetpotatoes 

White  potatoes.- 

Soybeans 

Soya  flour 

Fats  and  oils 

Sugar 

Dried  skim  mUk, 

Sugar 


JAPAN-RYUKYUS 


1, 175, 000 

1,  005,  000 

60,000 


26, 000 

9,000 

10.  000 


KOREA 


123,  000 
50, 000 
70, 000 

300, 000 
22,  400 

28,  000 


Metric  tons 

5,  700, 000 

221,  000 

856, 000 

309, 000 

338. 000 

290, 000 

2,  419,  000 

60, 000 

100, 000 

4,000 

11,  000 

200, 000 

1, 179, 000 

1,  005, 000 

183,  000 

50, 000 

96,  000 

309.  000 

32,  400 

28.  000 


May  I  make  just  a  brief  explanatory  statemeDt  for  the  record, 
concerning  the  figures  on  page  1171,  with  reference  to  the  last  cohimn, 
which  is  headed  "Additional  for  EK.P  procurement":  That  does  not 
mean  that  all  of  these  items  w^ould  be  procured  with  appropriated 
funds.  It  means  that  they  w^ould  be  procured  under  the  European 
recovery  program,  either  by  receipts  from  exports  or  by  funds  appro- 
priated to  EGA.  That  point  is  explained  on  the  previous  page  but 
it  might  not  be  clear  from  the  title  in  that  last  column. 

FOOD  TO  BE  SUPPLIED  FROM  EGA  FUNDS 

The  Chairman.  To  w^hat  extent  does  the  $274,000,000  total  that 
appears  on  page  1171  come  out  of  appropriated  funds  of  EGA? 
Mr.  VooRHEEs.  We  will  have  that  information  supplied. 
(The  information  requested  follows:) 


• 

Item 

Cost  of  food  items 
to  be  procured 
in  addition  to 
OARIOA  pro- 
curement under 
EGA  planning 

Items  of  EGA 
food  procurement 
to  be  purchased 

with  appropri- 
ated funds  1 

Grains  and  flour  (gram  equivalent)                                                

$28,  500,  000 
79, 700, 000 

0 

Fats  and  oils ..          .  .                            .      .-  

3  $12, 400, 000 

Sugar                                                                                             .          

Dried  skim  milk 

Pulses ..      _  . -. 

15,  700, 000 

16,  467, 000 
49.  eOO.  000 
11,300,000 

2,  500, 000 
19,955,000 

2, 000, 000 
900,  000 

2, 000. 000 

2, 000  000 
43,  800. 000 

0 

Fish 

0 

Dried  fruits -  .  .    .-      .      -.  

0 

Meat._  

3, 800, 000 

Dried  eggs  ..                          .                           .        ..      -_  . 

2, 500, 000 

Fresh  fruits  and  vegetables 

0 

Rice  -                            .                                 .             

0 

Oilcake  and  meal ..  

0 

Coffee                                                                               ...      

0 

Tea .                 ...    

0 

Tobacco.- 

12, 300, 000 

Total-.                                                              

274,  422,  000 

31, 000,  000 

I*  1  The  amounts  listed  in  this  column  are  those  amounts  for  which  it  is  anticipated  that  EC  A-appropriated 
funds  will  be  necessary.    All  of  the  other  amounts  listed  in  column  2  will  be  procui-ed  with  funds  to  be 
made  available  from  the  proceeds  of  German  exports. 
2  This  item  is  planned  procmement  of  copra  from  the  Philippine  Islands. 
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FUNDS    APPROPRIATED    FOR    GERMANY    1947,    1948    AND    ESTIMATE,    1949 

Mr.  Wiggles  WORTH.  Your  break-down  under  this  first  project, 
number  110,  shows  for  the  fiscal  year  1949,  for  Germany,  $479,953,000, 
which  together  with  the  $36,770,000  from  the  British  contribution, 
give  a  total  of  $516,723,000.  What  is  the  comparative  figure  for 
1948  and  1947?  You  have  given  us  comparable  figures  for  the  projects 
as  a  whole,  but  I  do  not  find  any  comparative  figures  for  the  separate 
amounts. 

Mr.  VooRHEES.  I  think  the  table  that  I  gave  you  the  other  day, 
will  give  the  information.  You  will  note  in  the  first  column  of  the 
figures  under  Germany  for  1949,  that  the  amount  is  479.9  million 
dollars;  and  that  a  similar  break-down  is  given  for  the  other  countries. 

Mr.  WiGGLESWORTH.  This  table  was  not  put  in  the  record? 

Mr.  VooRHEES.  I  do  not  believe  you  put  it  in  the  record.  I  fur- 
nished copies  to  the  rnem.bers. 

Mr.  WiGGLESWORTH.  This  table  shows,  for  this  project,  110,  which 
we  are  discussing  here,  the  first  project,  for  Germany,  for  the  fiscal 
year  1947,  182.6  million  dollars  as  compared  with  403.4  million  dollars 
in  1948,  and  a  contemplated  amount  of  479.9  million  dollars  in  fiscal 
1949? 

Mr,  VooRHEES.  Yes. 

Mr.  WiGGLESWORTH.  That  is  under  GARIOA? 

Mr.  VooRHEES.  That  is  all  under  GARIOA,  exclusive  of  British 
contribution. 

Mr.  WiGGLESWORTH.  And  in  addition  to  the  $479,953,000  under 
GARIOA  in  fiscal  1949,  Germany  will  also  receive  what  amount? 

Mr.  VooRHEES.  As  we  figure  it  from  the  British,  $36,770,000. 
The  program  contemplates  adding  additional  amounts  above  this 
under  the  Eui-opean  recovery  program.  This  is  shown  on  the  last 
column  of  page  1171 — not  all  of  of  the  items  listed  are  food;  some  are 
tobacco  and  some  fodder. 

Mr.  WiGGLESWORTH.  Docs  that  figure  on  page  1171  give  us  the 
difference  for  comparative  purposes? 

Mr,  VooRHEEs.  That  is  right. 

Mr.  WiGGLESWORTH.  In  other  words,  they  are  going  to  get  $272,- 
423,000  in  addition  under  ERP? 

Air.  Draper.  A  part  of  which  will  come  from  their  own  exports. 

FOOD  SOURCES  AND  FINANCING  FOR  BIZONAL  GERMANY,  1947,  1948,  AND 

1949 

Mr.  VooRHEES.  The  bulk  of  that  will  come  from  their  own  exports. 

Mr.  WiGGLESWORTH,  What  I  would  like  to  get  is  a  comparison 
with  some  explanation  for  the  increase  in  GARIOA,  from  $182,000,000, 
plus,  to  $479,000,000,  plus,  in  2  years. 

Mr.  VooRHEEs.  In  the  first  half  of  the  year,  of  the  fiscal  year  1947, 
we  only  had  our  own  zone.  In  the  second  half  we  had  our  zone  and 
50  percent  of  the  expenses  of  two  zones. 

In  the  fiscal  year  1948  the  British,  in  the  early  part  of  the  jeaT, 
made  a  substantial  contribution  and  then  dropped  off,  and  therefore 
we  had  to  pick  that  amount  which  they  did  not  contribute. 

In  the  fiscal  year  1949  their  contribution  is  down  to  $37,000,000  for 
food. 


122 

Mr.  WiGGLESWORTH.  Call  you  give  us  very  briefly,  in  respect  to 
this  project,  what  they  had  in  bizone  Germany,  in  fiscal  1947,  what 
they  had  in  fiscal  1948,  and  what  is  contemplated  they  are  to  have 
in  1949? 

Mr.  VooRHEEs.  I  can  give  that  to  you  later. 

Mr.  WiGGLESWORTH.  This  presentation  does  not  give  us  an  over-all 
picture  to  justify  the  estimate. 

Mr.  Draper.  I  suggest  that  Air.  Voorhees  insert  in  the  record  a 
table  showing  the  British  contributions  for  each  of  the  3  years  along 
with  what  you  are  asking. 

Air.  WiGGLESWORTH.  Including  what  they  produced  themselves  so 
that  we  can  have  an  over-all  figure. 

Air.  Voorhees.  I  will  be  glad  to  furnish  that  information.  I  will 
give  the  production  for  1947  and  the  imports,  including  the  British 
and  our  own;  the  same  thing  for  1948  and  the  same  for  1949. 

Mr.  WiGGLESWORTH.  I  think  we  ought  to  have  a  very  brief  state- 
ment which  will  show  the  figures  referred  to. 

(The  statement  requested  follows:) 

Comparative  statement  showing  food  sources  and  financing  for  bizonal  Germany, 

fiscal  years  1947,  19^8,  and  1949 


Product 
weight 

Dollars 

Fiscal  year  1947: 

Indiffenous  (available  for  non-self-si'ppliers)  ' 

Metric  tons 
4,492,874 
1, 288, 432 
1,445,157 

British  contribution  (one-half  year  only) 

115,565,526 

GARIOA 

182, 612. 935 

Total- .... 

7, 226,  463 

298, 178,  461 

Fiscal  year  1948: 

Indigenous  (available  for  non-self-suppliers)  ' 

8.359,000 
'1,  268, 297 
3, 681,  207 

British  contribution.- 

141,  532, 145 

GARIOA 

403, 477,  701 

Total 

13, 308,  504 

545  009,  846 

Fiscal  year  1949: 

Indigenous  (available  for  non-self-suppliers)  1 

11, 000, 000 

'400,000 

937, 000 

«  4. 431,  ODD 

British  contribution _.  _  ..- 

36,  770, 000 

ERP  procurement 

'  274. 422, 000 

GARIOA 

479, 953, 000 

Total 

16,  768, 000 

791. 145, 000 

>  Figures  showing  total  agricultural  production  including  nonrationed  foods  and  foods  for  self-suppliers 
appear  on  p.  2551  of  the  transcript  of  testimony. 

'  The  total  of  British  and  GARIOA  tonnages— 4,831,000— appears  on  pages  1155-1171  of  the  justification. 

>  Only  $31,000,000  of  this  amount  will  come  from  EGA  appropriated  funds.    See  table  above  at  p.  2689  of 
the  transcript. 

Air.  WiGGLESWORTH.  Call  you  tell  us  in  general  what  the  picture  is, 
that  is,  will  it  be  very  much  greater  in  1949  than  it  was  2  years  ago? 

Mr.  Voorhees.  Yes.  You  will  provide  here  for  a  scale  of  feeding  of 
1,800  calories  aside  from  ECA.  There  is  involved  here  also  from 
EC  A  a  somewhat  higher  cost  estimate  for  food  than  they  had  in  1947 
and  for  1948  for  GARIOA  alone.  The  difference  in  the  ECA  cost  as 
contrasted  with  GARIOA  is  because  Germany  will  now  begin  acquir- 
ing a  great  deal  of  higher-costs  foods  from  other  countries  in  Eiu'ope, 
under  the  plan.     I  think  the  reason  for  that  Air.  Nitze  should  explain. 
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CALORIE    LEVEL,    1947,  1948,  AND  1949 

Mr.  WiGGLESWORTH,  You  Say  1,800  calories  exclusive  of  EGA? 
Mr.  VooRHEEs.  Yes. 

Mr.  WiGGLESWORTH.  What  is  the  contemplated  level  including 
EGA? 

Mr.  YooRHEES.  It  is  1,922  calories.    That  table  a])pears  on  page 

1154. 

Mr.  Draper.  Do  you  want  this  in  the  record? 

The  Ghairman.  I  am  inclined  to  think  it  should  go  in.  If  we  could 
have  it  all  in  one  table  it  would  be  much  better. 

Mr.  VooRHEES.  All  right,  su-. 

Mr.  WiGGLESWORTH.  Now,  you  say  the  calories  in  the  next  fiscal 
year  are  1,800,  ex-EGA,  and  something  over  1,900  mcluding  EGA. 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  WiGGLESWORTH.  What  was  the  number  of  calories  available  in 
the  fiscal  years  1947  and  1948? 

Mr.  VooRHEES.  The  target  ration  for  the  fiscal  year  1947  was  1,550 
calories.  Actually  it  was  only  that  spottily.  A  great  deal  of  the  time 
it  was  less  than  that.  It  was  down  to  1,250  calories  in  the  early  part 
of  the  year,  and  then  went  up  to  1,550.  It  then  broke  in  the  spring 
to  1,200,  and  it  was  brought  bask  to  1,400  somewhere  about  July  1947. 
The  ration  was  held  there.  This  is  subject  to  Golonel  Andrews' 
corroboration. 

Mr.  WiGGLESWORTH.  I  do  not  want  it  in  too  much  detail. 

Mr.  YooRHEES.  It  was  there  until  about  January,  and  then  we 
had  a  big  break,  and  it  went  down  to  1,200.  Since  then  it  has  gradu- 
ally chmbed  up  to  1,600,  which  is  the  highest  it  has  ever  been. 

Mr.  Draper.  It  probably  averaged  about  1,200  to  1,300  in  those  2 
years. 

Mr.  Gase.  You  are  speaking  of  the  United  States  zone? 

Mr.  Draper.  And  the  British  zone  also. 

Mr.  VooRHEES.  I  am  speaking  of  the  United  States  zone  in  the 
period  before  the  fusion  agreement  and  of  the  combined  operations 
of  the  United  States  and  United  Kingdom  zones  after  that. 

Mr.  WiGGLESWORTH.  Did  you  say  that  you  had  some  material  to 
present? 

Mr.  VooRHEES.  That  you  had  requested  yesterday. 

^Ir.  WiGGLESWORTH.  May  I  see  that? 

Mr.  VooRHEES.  The  first  material  as  to  population  Mr.  Gase 
asked  for,  and  we  have  that.  It  supplements  the  material  which  is 
on  page  1105  of  the  justifications. 

INCREASE  IN  CALORIES 

The  Ghairman.  The  thing  that  I  do  not  imderstand  is  why  with 
these  enormous  increases  in  funds  available  and  the  increased  coop- 
eration that  Golonel  Andrews  testified  to,  the  calories  do  not  go  up 
away  beyond  the  figure  you  gave  us.  That  is  the  thing  that  is  going 
to  be  hard  for  folks  in  the  committee  and  outside  of  it  to  understand. 

Mr,  Voorhees.  I  would  hke  to  ask  Golonel  Andrews  to  answer  that. 

The  Ghairman.  They  do  not  balance  up  with  the  figures  we  have 
had.     You  have  in  here  a  little  increase  in  your  estimated  wheat 
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production  locally  on  the  figures  you  start  with,  and  you  have  on  top 
of  that  a  tremendous  increase  in  such  tilings  as  fats  and  oils  available 
in  this  picture,  and  it  just  does  not  seem  to  me  that  you  have  calculated 
the  resultant  ration  correctly. 

Colonel  Andrews.  On  this  list,  for  instance,  the  calorie  values  of 
those  products  are  not  as  high  as  the  same  amount  of  money  spent 
in  wheat.    Wlieat  has  the  liighest  calorie  value. 

The  Chairman.  You  have  a  good  deal  more  spent  for  wheat. 

Colonel  Andrews.  That  is  right. 

The  Chairman.  And  you  have  a  bigger  wheat  crop  in  sight. 

Colonel  Andrews.  Yes,  sir. 

The  Chairman.  Thirty-five  percent  bigger  than  last  year. 

Colonel  Andrews.  This  last  year  we  only  collected  about  818  or 
819  calories.  We  are  counting  on  collecting  about  1,050  next  year 
from  all  the  crops. 

The  Chairman.  And  you  have  44,000,000  to  take  care  of;  is  that  it? 

Colonel  Andrews.  Yes,  sir. 

The  Chairman.  And  you  have  5,000,000  extra  tons  of  potatoes. 
Do  you  get  a  lot  of  calories  out  of  potatoes? 

Colonel  Andrews.  You  get  about  150  number  of  calories  out  of  a 
ton  of  potatoes  as  you  would  out  of  a  ton  of  wheat,  so  we  would  have 
about  a  million  tons  of  wheat  equivalent. 

The  Chairman.  In  extra  production?  ^ 

Colonel  Andrews.  Yes,  sir.  % 

The  Chairman.  That  means  that  for  each  person  you  have  a  very 
considerable  quantity  of  extra  calories  on  account  of  the  local  potato 
crop. 

Colonel  Andrews.  Yes;  but  it  takes  an  enormous  amount  of  calories 
to  raise  the  ration  from  an  average  of  about  1,200  calories  to  1,800 
calories.     You  are  raising  your  ration  by  50  percent. 

The  Chairman.  Oh,  no,  you  are  not.  You  have  your  farm  popula- 
tion which  is  probably 

Colonel  Andrews  (interposing).  Which  is  close  to  7,000,000. 

The  Chairman.  It  is  about  8,000,000;  is  it  not?  Is  not  that  nearer 
to  it? 

Colonel  Andrews.  Seven  million  and  something. 

The  Chairman.  I  thought  it  was  8,000,000.  Then  you  have  this 
group  who  work  in  the  factories  and  work  on  jobs  who  get  extra 
calories. 

Colonel  Andrews.  Yes,  sir. 

The  Chairman.  How  many  do  they  run?  That  really  covers 
about  half  the  population  before  you  get  through,  so  you  only  have  to 
supply  your  extra  calories  to  about  half  of  your  population.  That  is 
just  how  it  figures.  I  do  not  like  to  go  on  the  floor  without  complete 
information. 

Colonel  Andrews.  I  can  give  you  a  complete  break-down  of  that, 
and  the  justification  of  that. 

The  Chairman.  That  is  why  I  am  asking  you;  I  want  to  know.  Is 
there  any  explanation  why  that  is  not  true?  I  do  not  thinly  you  have 
calculated  it  right. 

Colonel  Andrews.  Of  course,  a  big  thing  that  we  have  to  remember 
now  is  the  quality  of  the  food.  It  costs  more  to  have  fats,  and  it 
costs  more  for  milk  and  things  of  that  kind  than  it  does  for  wheat. 
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The  Chairman.  That  is  so,  but  you  have  50  percent  extra  potatoes, 
and  you  have  only  half  of  your  population  to  distribute  them  amongst 
because  the  other  half  got  it  before  Then  you  have  an  increase  in 
your  quantity  of  grain,  and  that  is  going  to  run  your  domestic  produc- 
tion to  what,  about  5,000,000  tons? 

Colonel  Andrews.  About  5,000,000  tons,  including  fodder  grains. 

The  Chairman.  And  that  is  5,000,000  as  against  about  3K  million 
last  year,  and  on  your  imports  you  have  4  million  as  against  about  2}^ 
million  imports;  is  that  right? 

Colonel  Andrews.  We  had  3.66  million  last  year. 

The  Chairman.  You  had  3.6  million  imports  over  all? 

Colonel  Andrews.  On  grain. 

The  Chairman.  Of  grain? 

Mr.  VooRHEES.  And  almost  5,000,000  of  all  foods. 

The  Chairman.  I  am  getting  at  the  grains  now-  one  thing  at  a  time. 

Mr.  Voorhees.  The  grains  in  the  current  year  would  be  approxi- 
matly  4,150,000  metric  tons. 

The  Chairman.  4,000,000? 

Mr.  Voorhees.  4,150,000  roughly. 

The  Chairman.  4,000,000  and  3K  mihion  makes  7}^  million.  That 
shows  an  increase  of  1,^  million  tons  of  wheat,  and  the  potato  picture 
makes  2}^  million  tons  of  grain  equivalent  extra  to  distribute  amongst 
half  of  your  population.  It  does  not  look  to  me  as  though  your 
mathematics  were  too  hot. 

Colonel  Andrews.  Well,  you  are  putting  us  to  work,  sir.  The 
facts  are  with  all  of  the  stuff  you  have  down  here,  and  with  all  of  that 
stuff  we  will  barely  feed  in  terms  of  the  normal  consumer  around  1,800 
calories.  AVlien  we  have  this  other  stuff'  to  supplement  the  ration 
there  wiU  be  an  average  of  up  to  close  to  2,100. 

The  Chairman.  Now,  you  know  how  it  is,  when  you  get  beyond 
a  certain  point  you  cannot  collect  out  of  yom"  farm  population. 

Colonel  Andrews.  That  is  right. 

The  Chairman.  Things  that  they  will  have  to  have  for  themselves 
or  will  want  for  themselves. 

You  just  cannot  squeeze  them  beyond  that  point,  but  the  minute 
you  get  production  above  that  figm-e  your  collections  from  your 
farmers,  especially  if  this  set-up  here  were  to  have  brains  enough  to 
stabilize  the  currency  and  get  at  it  and  not  go  piddling  around  any 
longer,  would  jump  away  up,  and  you  would  get  away  from  this 
black-market  business  with  an  increase  in  the  production  of  grain 
and  potatoes. 

Now,  you  are  going  to  find  that  this  increased  volume,  if  you  get  it, 
is  going  to  break  your  black  market,  and  if  you  can  stabilize  your 
currency  it  will  set  the  normal  channels  of  trade  going  so  that  you 
will  increase  your  calories  much  faster. 

Colonel  Andrews.  I  agree  with  you,  sir;  100  percent. 
The  Chairman.  There  is  no  use  in  trying  to  deny  those  plain  facts. 
Colonel  Andrews.  I  agree  with  you  100  percent. 
The  Chairman.  It  looks  to  me  as  though  you  have  been  denying 
them  in  these  tables. 

Colonel  Andrews.  Well,  let  us  look  at  this  it  way:  I  come  right 
back  to  the  statement  that  I  made  the  other  day,  that  if  we  can  get 
enough  food  into  Germany  to  maintain  a  reasonable — and  I  am 
telling  you  that  1 ,800  calories  is  still  too  low — food  level  we  will  take 
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the  pressure  off  of  the  black  market  to  that  extent,  and  to  the  extent 
that  you  increase  your  suppUes  for  the  non-self-suppher,  there  are  no 
if's  and  and's  about  it,  as  I  told  you  I  believe  the  other  day,  that  if  we 
could  get  enough  outside  food  to  raise  this  to  around  1,800  we  would 
probably  collect  the  full  1,050  calories  that  we  are  estimating  on,  and 
may  be  mora,  but  if  we  do  not,  I  am  telling  you  that  we  will  not  collect 
over  about  850  because  of  the  people  will  go  right  out  and  take  it  away 
from  the  farmers,  as  far  as  that  is  concerned. 

You  have  caught  me  a  little  flat-footed  here  because  I  thought  I 
could  tell  you  about  the  calorie  situation,  that  every  time  we  raise 
the  ration  100  calories  that  I  can  tell  you  how  many  tons  of  potatoes 
it  Avould  take. 

The  Chairman.  But  that  would  not  work  on  an  arithmetical  basis 
at  all.  You  are  going  to  raise  it  more,  you  are  going  to  raise  it  on  a 
progressive  basis. 

Colonel  Andrews.  \Mien  you  give  a  fellow  an  extra  half  pound  of 
potatoes  or  an  extra  half  loaf  of  bread  and  give  37,000,000  people 
that  much  more  each  day,  boy  it  is  arithmetical. 

The  Chairman.  But  your  arithmetic  is  busted  right  there  because 
you  say  37,000,000  people,  and  you  have  about  10,000,000  to  take 
off  of  your  44,000,000  before  you  begin  to  figure,  because  you  have 
all  of  these  fellows  who  are  getting  the  supplemental  ration  now  to 
take  off. 

Colonel  Andrews.  You  are  absolutely  correct. 

The  Chairman.  You  see,  there  is  quite  considerable  to  this  job 
beyond  straight  mathematics.  You  have  to  do  a  little  figuring  besides 
that.  You  see,  they  have  not  taken  out  those  that  are  already  getting 
a  supplemental  ration. 

Mr.  Draper.  Yes,  sir. 

The  Chairman.  Now,  look  on  page  1167,  and  you  will  see  that  is  so. 

Mr.  Draper.  Let  me  explain  what  that  means.  On  page  1167  this 
is  the  basic  figure,  and  we  have  taken  the  population  in  each  group, 
deducting  from  that  group  those  that  are  self-suppliers. 

The  Chairman.  I  see. 

Air.  Draper.  And  taken  for  the  average,  including  all  of  those 
people  the  extra  supplement  which  represents  the  addition  of  31 
percent  calories,  and  the  total  average  is  2,100,  and  figured  in  each 
category  of  food,  and  that  2,100  is  the  total  up  to  date  as  the  target 
ration,  and  then  translated  that  into  flour  equivalent  of  the  different 
foods,  making  up  the  ration  and  then  figured  on  another  table  how 
much  of  this  can  be  supplied  from  this  1,050  calories  which  is  esti- 
mated as  the  indigenous  production,  and  which  is  higher  than  the 
Germans  have  figured  possible ;  but  we  have,  nevertheless,  taken  it,  and 
the  resultant  figure  is  what  is  left  in  flour  equivalent  tonnage  in  these 
different  foods;  and  we  have  then  figured  the  cost  of  the  British  for 
their  part,  and  what  is  left  is  ours. 

I  know  the'thing  has  been  honestly  figured,  and  I  believe  it  has  been 
correctly  figured. 

The  Chairman.  I  am  not  questioning  that. 

Air.  Draper.  I  know  that,  sir. 

The  Chairman.  You  have  many  factors  in  here  which  you  must 
multiply  and  divide,  and  the  more  you  try  to  fool  yourselves  by 
doing  that  the  worse  off  you  will  be,  as  far  as  your  net  result  goes. 

Air.  Draper.  The  reason  the  doUars  have  gone  up  are  three:  First, 
the  ration  is  being  di'asticaUy  raised  in  the  number  of  calories ;  second, 
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the  quality  of  the  ration  is  somewhat  improved  with  fats,  oils,  and 
so  forth;  third,  it  makes  an  iinfavora])le  comparison  beeause  we  are 
carrying  so  much  more  of  the  load  tban  the  British,  and  also  the 
increased  cost  from  a  couple  of  years  ago. 

Those  four  factors  adcl  up  to  this,  but  the  figure  has  been  more 
accurately  and  carefully  done  than  ever  before. 

Dr.  Garvin  went  to  Germany  simply  for  the  purpose  of  checking 
up  on  it  over  there,  and  coming  back  and  bringing  the  figures,  and 
that  is  the  result,  that  we  want  to  supply  the  normal  consumer  1,800 
calories. 

Colonel  Andrews.  May  I  make  one  very  simple  statement?  We 
grow  approximately  now  5,000,000  tons,  and  prewar  Germany  had  a 
3,000-calone  ration  and  a  little  better  shipped  in  7,000,000  tons,  and 
they  had  34,000,000  people. 

Now,  we  have  10,000,000  more  people,  and  it  takes  3,000,000  tons 
to  feed  10,000,000  more  people.  So,  add  7.3  million  tons  to  that 
10,000,000  tons,  and  that  is  what  it  takes  to  get  back  to  a  3,000- 
calorie  ration. 

We  are  talking  here  about  a  2,100-calorie  ration,  so  you  take  about 
two-thirds  of  that,  and  you  have  what  we  have  asked  for  here.  That 
is  getting  it  too  simple,  but  that  is  it. 

Mr.  VooRHEES.  Air.  Chairman,  these  figures  have  been  precisely 
worked  out,  according  to  present  estimates. 

The  Chairman.  Oh,  yes;  that  is  what  I  got  on  it,  but  without,  I 
beheve,  taking  into  account  the  factors  that  you  hare  to  deal  with,  and 
that  is  the  thing  that  appears  to  me. 

Colonel  Andrews.  I  would  like  to  make  one  more  very  short 
statement,  and  then  I  will  shut  up  for  the  rest  of  the  hearing. 

Then,  there  is  always  a  cpiestion  that  comes  right  back  to  what  the 
chairman  has  stated,  just  how  much  have  the  Germans  produced.  It 
is  all  an  estimate.  We  say  and  they  have  said  so  much.  That  is  the 
best  estimate  that  we  can  get. 

There  is  nothing  in  Europe  that  compares  to  oui-  crop-reporting 
system.  No  country  in  Europe  has  a  sample  check  system  like  we 
have  here. 

We  have  two  experts  from  the  Department  of  Agriculture  over  there, 
and  they  are  working  on  the  German  situation  with  our  people  and  the 
Germans  to  validate  these  crop  estim.ates  and  crop  reports  in  the  hope 
that  when  we  say  it  is  so  that  it  will  actually  be  so  much. 

The  amount  of  grain  that  Bavaria  gets  will  be  based  on  what  that 
crop  shows  she  produced  herself  and  what  it  will  take  from  the  outside 
to  give  the  2,100-calorie  ration  that  we  are  talking  about  as  the  average 
ration.  In  other  words,  we  are  going  to  say  if  there  is  so  much  stufl:' 
in  that  state  you  have  to  get  it  out  yourself,  and  you  are  not  going  to 
get  a  thing  more  from  the  United  States. 

We  are  trying  to  make  an  effort  to  hold  these  people  down. 

I  want  to  quote  from  the  Washington  Post  this  morning  what  Dr. 
Donald  M.  Marvin,  statistical  economist  of  the  Federal  Insurance 
Corporation,  and  who  has  been  head  and  Chief  of  Economic  Statistics 
for  the  occupation  government  in  Germany  for  the  last  three  years. 
He  is  talking  a])out  the  industrial  situation  in  Germany,  and  it  is  rather 
discouraging  in  one  way.     He  says: 

Man-hour  output  cannot  be  satisfactory  when  workers  have  not  had  enough  to 
eat  for  3  years. 
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That  is  exactly  the  situation  over  there,  and  it  is  going  to  be  that 
way  as  long  as  we  go  on  a  short-ration  basis. 

The  Chairman.  Well,  we  have  heard  that  20  times  already. 

Colonel  Andrews.  That  is  right;  I  just  wanted  to  repeat  it,  because 
it  ought  to  be  repeated. 

The  Chairman.  It  begins  to  make  us  feel 

Colonel  Andrews  (interposing).     As  if  we  were  high  pressuring 

The  Chairman.  No,  but  when  you  keep  repeating  it,  it  kind  of  makes 
us  feel  that  it  is  a  way  around  a  moot  question. 

comparison  of  prewar  with  current  food  production 

in  GERMANY 

Mr.  VooRHEES.  While  Colonel  Andrews  is  sitting  here,  Mr.  Wiggles- 
worth  asked  some  questions  yesterday,  and  I  said  I  would  get  the 
information  for  him  this  morning  on  the  comparison  of  prewar  food 
production  in  Germany  with  current  food  production,  and  Colonel 
Andrews  is  in  a  position  to  explain  that  if  you  still  desire  it. 

Colonel  Andrews.  The  4  years  previous  to  the  beginning  of  the  war, 
1935  to  1938,  were  the  years  of  highest  production  in  German  history, 
and  they  produced  something  over  8,000,000  tons  of  flom*  equivalent 
of  all  kinds  of  food  in  the  bizonal  area.  The  present  flour  equivalent 
approaches  4,700,000. 

Mr.  Wigglesworth.  What  was  the  first  figure? 

Colonel  Andrews.  8,000,000. 

Mr.  Wigglesworth.  So,  it  is  about  two-thirds  of  prewar. 

Colonel  Andrews.  Two-thirds  or  70  percent. 

Mr.  Wigglesworth.  8,000,000  to  5,000,000. 

Colonel  Andrews.  Yes,  sir.  I  can  go  into  a  long  explanation  of  the 
reasons  as  to  why  that  is  so  if  you  desire  it. 

Mr.  Case.  The  basic  reason  is  what? 

Colonel  Andrews.  The  basic  reason  is  lack  of  fertilizer;  the  basic 
reason  is  disorganization,  and  the  basic  reason  also  is  that  in  that 
prewar  period  they  shipped  in  an  enormous  amount  of  fodder,  and 
produced  an  enormous  amount  of  pork,  meat,  and  fats  that  we  have 
not  got  at  this  time. 

The  other  thing  was  a  shift  into  the  production  of  a  high  percentage 
of  all  crops  into  bread  grains.  That  has  of  necessity  dropped  in  the 
last  3  years  and  during  the  war  years,  one  because  of  prices,  and 
another  reason  was  the  lack  of  fertilizer,  and  another  reason  just  the 
lack  of  manpower  and  equipment  to  put  the  grassland  into  grain. 

Mr.  Case.  There  certainly  is  a  great  deal  more  garden  growing  in 
the  cities  and  around  the  edges  of  the  cities. 

Colonel  Andrews.  We  are  not  counting  the  gardens  in.  The  gar- 
dens are  just  an  extra  on  the  food  picture.  We  have  2,000,000 
individual  gardens  operated  by  people  in  cities  over  there,  in  addi- 
tion to  those  in  the  villages  and  towns.  Our  big  problem  is  to  get  tin 
cans  to  put  the  stuff  up  in. 

The  Chairman.  Mr.  Stefan. 
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DISCUSSION    ON    TOTAL    REQUIREMENTS    FOR    1949 

Mr.  Stefan.  Air.  Voorlices,  on  pages  1155  and  1171  we  get  our 
totals  for  the  German  bizonal  area  and  the  totals  that  you  requii'e  in 
appropriations.  There  is  a  United  Kmgdom  contribution  of  $36,- 
770,000.  Do  they  give  that  $36,770,000  in  buh^  or  food,  or  did  they 
just  transfer  that  much  money  over  to  you? 

Mr.  VooRHEES.  No,  sir;  they  procure  certain  foods,  and  the  foods 
which  they  procure  are  included  in  the  food  table  on  page  1171. 

Mr.  Stefan.  That  is  the  equivalent  of  the  British  contribution? 

Mr.  VooRHEES.  That  is  the  dollar  equivalent  of  the  British  con- 
tribution. 

Mr.  Stefan.  If  it  had  been  paid  in  dollars? 

Mr.  VooRHEES.  To  the  extent  that  the  British  contribution  is  in 
food. 

Mr.  Stefan.  Making  a  total  of  $516,723,000,  of  which  you  are 
requesting  an  appropriation  here  for  the  fiscal  year  1948-49  of  $479,- 
953,000? 

Mr.  Voorhees.  Yes,  sir. 

Air.  Stefan.  And  that  also  includes  the  EGA  contribution,  does  it 
not? 

Mr.  Voorhees.  No,  sir. 

Mr.  Stefan.  It  does  not  include  EGA? 

Mr.  Voorhees.  No,  sir. 

Mr.  Stefan.  Nothing  but  the  GARIOA  appropriation? 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Stefan.  All  right,  then,  the  GARIOA  appropriation  wliich 
you  are  requesting  is  $479,953,000? 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Stefan.  What  will  be  the  EGA  contribution  to  that,  and  what 
will  the  total  be  then? 

Mr.  Voorhees.  If  you  will  look  at  the  last  column  on  page  1171 
it  is  shown  there. 

Mr.  Stefan.  That  is  $274,422,000  for  EGA? 

Mr.  Voorhees.  That  is  the  additional  EGA  procurement. 

Mr.  Stefan.  Making  a  total  of  what? 

Mr.  Voorhees.  Of  $725,000,000. 

Mr.  Stefan.  So  that  you  are  really  requesting  an  appropriation 
here  for  the  fiscal  year  1949,  a  combined  appropriation  of  approxi- 
mately $700,000,000? 

Mr.  Voorhees.  No,  sir.  Mr.  Nitze  will  probably  wish  to  explain 
that,  but  that  is  not  precisely  correct.  A  very  substantial  part  of 
the  $274,000,000  which  is  listed  there  as  procured  under  the  ERP 
program  will  be  procurement  from  German  exports  not  from  appro- 
priated EGA  funds. 

Mr.  Stefan.  Is  it  not  simplv  a  way  of  saying  that  you  want 
$479,953,000  for  GARIOA  in  Gemany? 

Mr.  Voorhees.  That  is  clear. 

Mr.  Stefan.  We  understand  that. 

Mr.  Voorhees.  Yes,  sir. 

Mr.  Stefan.  Now,  then,  EGA  is  supplementing  that  to  the  extent 
of  $274,422,000? 
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Mr.  Draper.  There  is  $437,000,000  including  industrial  items  and 
everything  else  which  is  tentatively  allocated  to  Germany  from 
EGA.  That  includes  industrial  recovery  and  also  a  certain  amount 
of  food. 

Mr.  Stefan.  That  is  EGA  entirely? 

Mr.  Draper.  Yes,  sir,  but  this  is  not  all  for  food.  The  bulk  of  it  in 
EGA  is  for  industrial  recovery. 

Mr.  Stefan.  I  know  but  you  are  going  to  handle  the  whole  program. 

Mr.  Draper.  Yes,  sir;  that  is  correct. 

Mr.  Stefan.  So  that  is  a  total  of  $816,000,000? 

Mr.  Draper.  Well,  it  is  bigger  than  that  because  you  are  taking 
M79,000,000  of  it  from  GARIOA,  and  the  total  amount  for  GARIOA 
is  about  $700,000,000. 

Mr.  Stefan.  For  Germany? 

Mr.  Draper.  Yes,  for  Germany, 

Mr.  Stefan.  $700,000,000? 

Mr.  Draper.  Yes,  so  you  would  have  a  total  of  $1,100,000,000. 

Mr.  Stefan.  So,  then,  you  are  asking  this  committee  for  $1,100,- 
000,000  in  cash? 

Mr.  Draper.  Yes,  sir,  that  is  correct. 

Mr.  VooRHEES.  For  Germany. . 

Mr.  Stefan.  For  Germany? 

Mr.  VooRHEES.  Yes,  sir. 

Mr.  Draper.  Including  GARIOA. 

Mr.  Stefan.  I  was  going  to  ask  you  how  much  we  are  appropriating. 
Y^ou  are  asking  for  $1,100,000,000  for  the  bizonal  part  of  Germany? 

Mr.  Draper.  Yes,  sir. 

Mr.  Stefan.  Does  that  include  Austria? 

Mr.  Draper.  No,  sir. 

Mr.  Stefan.  It  does  not  include  Austria? 

Mr.  Draper.  No,  sir. 

Mr.  VooRHEEs.  It  is  bizonal  Germany  plus  the  American  and 
British  sectors  in  Berlin. 

Mr.  Stefan.  It  is  everything  except  Austria? 

Mr.  VooRHEES.  Yes,  sir. 

Air.  Stefan.  So  vou  are  asking  in  this  appropriation  for  the  fiscal 
year  1949  for  $1,137,000,000? 

Mr.  Draper.  That  is  correct. 

DISCUSSION     ON     administration     OF     GARIOA     AND     EGA     FUNDS     IN 

GERMANY 

Air.  Stefan.  Does  EGA  turn  this  over  to  you  in  money  or  in  food 
or  in  coinmodities? 

Mr.  Draper.  It  approves  the  program  and  allocates,  and  then  we 
procure  under  that  allocation  which  is  made. 

Mr.  Stefan.  They  transfer  the  funds  to  you,  do  they  not? 

Mr.  Draper.  They  pay  the  bills. 

Mr.  Stefan.  They  pay  the  bills? 

Mr.  Draper.  Yes,  sir. 

Mr.  Stefan.  Just  the  same  as  they  are  doing  in  Austria  now? 

Air.  Draper.  No;  it  is  a  little  different  than  that,  sir. 

The  Chairman.  We  ought  to  have  a  picture  of  how  that  thing  is 
going  to  operate  and  the  way  you  have  it  set  up,  and  how  much  help 
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the}^  have,  and  how  much  help  you  need  in  yoiu'  projection  of  this 
program. 

Mr.  Stefan.  You  see,  here  are  two  programs  in  Germany,  and  there 
is  a  separate  program  in  Austria. 

The  Chairman.  We  ought  to  be  able  to  see  what  their  projection  is. 

Mr.  Draper.  I  will  tell  you  all  I  know  about  it,  sir,  and  I  think  it 
is  reasonably  simple. 

Mr.  Hoffman.  Mr.  Royall  and  I  have  talked  this  out  in  a  pre- 
liminary way.  EGA  does  not  intend  to  operate  in  Germany,  Mr. 
Hoffman  said.  It  expects  the  program  to  continue  to  operate  as  it  is 
doing  with  a  recjuest  for  approval  of  various  programs  that  arc  pro- 
jected under  the  EGA  program  to  be  submitted  to  him,  to  the  Admin- 
istrator, and  when  they  are  approved  then  we  would  proceed  to 
procure  under  that  just  as  we  would  procure  under  GARIOA,  and 
when  the  appropriate  vouchers  are  presented  here  that  part  of  it  is 
paid  by  EGA. 

EGA  expects  to  have  a  small  group  or  staff  in  Germany  to  receive 
from  the  bizonal  authorities.  General  Robertson  and  General  Glay, 
the  over-all  requirements  in  order  to  understand  the  picture,  and  to 
forward  that,  just  like  the  other  countries  do  to  Mr.  Harriman  and 
his  staff  in  Paris.  The  17  countries,  including  Germany,  will  have 
what  is  known  as  the  OEEG  in  Paris  where  the  recovery  program  for 
Europe  as  a  whole  will  be  coordinated  by  those  countries  themselves 
with  both  American  and  British  representatives  from  bizonal  Germany 
sitting  in  as  part  of  the  delegation. 

The  Ghairman.  I  will  tell  you  what  I  am  going  to  do:  Before  we 
make  any  appropriation  on  this  I  am  going  to  ask  you  and  Mr.  Hoft"- 
man  to  come  up  here  to  see  if  we  cannot  work  out  something  that  will 
wind  up  this  complicated  way  it  is  being  done,  or  have  somebody  do  it. 

Mr.  Draper.  All  right,  sir. 

The  Ghairman.  I  do  not  like  this  set-up  of  having  two  outfits,  or 
two  governmental  outfits,  involved  in  it  at  all. 

Air.  Draper.  I  think  the  Army's  position  for  about  a  year  and  a 
half  on  that  has  been  very  clear.  We  are  perfectly  ready  to  turn  the 
job  over  to  anybody,  whoever  it  is,  but  at  the  same  time  we  are  very 
glad  to  do  the  job  if  it  is  desired  that  we  do  it. 

The  Ghairman.  I  think  you  have  too  much  help  over  there,  and  I 
think  there  are  a  lot  of  positions  filled  and  paid  for  out  of  your  salaiy 
rolls  that  ought  not  to  exist.     I  will  get  into  that  before  we  get  through. 

Mr.  Stefan.  The  thing  that  disturbs  me  is  the  fact  that  this  EGA 
money  is  mixed  right  in  with  the  GARIOA  money  and  yet  they  are 
going  to  have  two  sets  of  books  here,  and  when  we  want  to  know  how 
much  they  are  asking  for  we  cannot  find  it.  It  is  not  down  here  in  a 
simple  manner.  I  have  been  trying  to  follow  your  questioning,  Mr. 
Ghairman,  and  trying  to  find  out  what  GARIOA  funds  and  what 
EGA  funds  are  involved,  and  how  they  are  going  to  fit  into  this,  and 
it  seems  that  they  are  going  to  have  two  or  tln-ee  programs  in  Austria 
and  in  bizonal  Germany.  Why  can  we  not  take  this  money  and  turn 
it  over  to  the  Army  and  let  them  do  the  job,  as  they  are  used  to  doing 
this  business? 

(Discussion  off  the  record.) 

Mr.  NiTZE.  There  is  only  $12,300,000  of  that  which,  it  is  contem- 
plated under  the  program  contained  in  this  small  brown  book,  would 
be  financed  by  EGA. 


132 

The  Chairman.  You  had  a  $31,000,000  figure  a  Uttle  while  back, 
Mr.  Voorhees. 

Mr.  Voorhees.  The  figure  that  I  gave,  sir,  is  the  amount  we  esti- 
mated would  have  to  be  bought  for  appropriated  EGA  dollars. 

I  think  we  are  citing  two  different  things.  We  figure  that  of  those 
additional  funds  hsted  as  $274,000,000  there  were  approximately 
$31,000,000  of  commodities  that  would  have  to  be  bought  for  dollars 
and  the  others  would  be  procured  for  soft  currency.  I  have  a  detailed 
statement  here  if  you  would  like  it. 

Mr.  NiTZE.  We  had  $12,300,000  for  tobacco  from  the  Western 
Hemisphere  to  be  financed  by  EGA,  and  in  addition  a  portion  of 
$160,000,000  non- Western  Hemisphere  of  the  nonparticipating 
country  deficit  is  also  included  in  this. 

Mr.  Stefan.  Are  there  two  tobacco  categories  there? 

Mr.  Draper.  No. 

Mr.  Stefan.  You  have  $43,800,000  for  tobacco,  and  44,000  metric 
tons.  Are  you  going  to  turn  a  part  of  the  tobacco,  and  is  GARIOA 
going  to  buy  tobacco  also ;  are  there  two  separate  purchases  of  tobacco? 

Mr.  NiTZE.  Yes;  there  will  be. 

Mr.  Stefan.  Why  can  you  not  give  that  to  the  Army  and  let  them 
buy  the  tobacco? 

Mr.  Nitze.  Well,  some  of  it  comes  from  Greece  and  Turkey,  and 
would  be  bought  by  JIEA. 

Mr.  Stefan.  Well,  it  would  make  no  difference  where  it  comes 
from. 

Mr.  Nitze.  Yes,  sir;  I  believe  it  does,  because  EGA  would  be 
responsible  for  the  proper  expenditure  of  EGA  funds. 

Mr.  Draper.  In  effect.  General  Glay  and  his  staff,  including  the 
British,  are  the  ultimate  government  of  bizonal  Germany,  just  as  the 
French  Government,  the  Italian  Government,  and  so  forth,  and  the 
way  in  which  the  executive  departments  of  the  Government  here  have 
looked  at  EGA,  or  the  Administrator,  is  that  he  is  charged  by  the 
Congress  with  aiding  in  the  restoration  of  all  of  the  various  countries 
of  Europe  to  make  certain  doUar  loans  or  grants  which  will  permit  the 
economic  reconstruction  of  those  countries  over  the  next  4  years. 

Those  other  countries  have  certain  resources,  and  they  have  not 
gone  through  the  same  drastic  situation  that  Germany  has,  and 
GARIOA  has  been  looked  at  as  the  help  that  has  been  in  a  general  way 
given  during  the  occupation,  and  as  a  resource  of  General  Clay  and 
General  Robertson,  General  Clay  primarily  in  Germany,  and  that  the 
Administrator,  in  looking  at  Germany  as  1  of  the  17  countries  was 
going  to  give  such  aid  for  reconstruction  on  top  of  that.  That  is  the 
fundamental  reason  why  I  think  two  administrations  are  involved. 

There  are  two  administrations  involved  with  every  other  one  of 
the  17  countries,  because  there  is  the  French  Government  and  the 
others,  and  General  Clay  has  his  government  of  bizonal  Germany, 
and  his  staff,  and  the  EGA  Administrator  will  make  available  to 
him,  through  the  Army,  $437,000,000  estimated  as  the  figure  for 
bringing  about  economic  reconstruction. 

Mr.  Nitze.  And  in  addition  to  that,  the  basic  concept  of  the  ERP 
program  is  that  the  only  way  in  which  you  can  bring  about  a  European 
recovery  is  to  consider  Europe  as  a  whole. 

The  16  countries,  plus  western  Germany  as  a  whole,  were  to  be  of 
assistance  from  one  country  to  another  country  in  the  development 
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of  European  trade  and  thereby  the  burden  on  the  I'^nited  States  would 
be  less  and  would  be  terminated  earlier  than  if  we  were  dealing 
individually  with  17  or  18  individual  countries  each  one  of  which  was 
fighting  for  dollars.  The  Administrator  is  responsible  for  bringing 
about  European  recovery  at  the  minimum  cost  to  the  taxpayer  as 
quickly  as  possible. 

Part  of  these  imports  from  other  European  countries  which  it  is 
hoped  to  develop  might  not  develop  unless  you  can  consider  the 
problem  of  European  recovery  as  a  whole. 

Mr.  Stefan.  Well,  I  understand  that.  I  understand  the  basic 
reason  for  the  set-up  here  and  what  the  objective  is,  but  we  have  the 
Army  in  charge  of  the  feeding  in  occupied  areas,  and  you  have  taken 
the  Army  over  to  operate  in  Austria,  and  here  vou  are  telling  me  vou 
are  buying  $43,800,000  worth  of  tobacco,  44,000  metric  tons  for  Ger- 
many, and  you  say  you  are  going  to  buy  $12,000,000  worth  of  that, 
and  the  Army  is  going  to  buy  the  rest  of  it.  ^\l\y  cannot  the  Army 
have  the  tobacco  and  give  it  to  these  Germans  to  smoke  or  chew  for 
incentive  purposes,  for  whatever  it  is  worth,  instead  of  having  you  go 
into  one  market,  and  having  them  go  into  another  market?  If  you 
want  to  save  the  taxpayers  some  money,  why  do  you  not  do  it  under 
one  operation? 

Mr.  NiTZE.  It  is  not  contemplated  that  the  Ai-my  would  buy  any 
tobacco  in  the  United  States  out  of  GARIOA  funds. 

!Mr.  Stefan.  Wliat  does  this  mean  on  page  1171?  If  you  say  that, 
what  does  this  mean  on  page  1171,  "44,000  metric  tons  of  tobacco 
additional  for  EGA  procurement?" 

Air.  NiTZE.  That  the  remainder  would  come  from  other  participat- 
ing countries,  largely  Greece. 

Air.  Stefan.  And  you  would  turn  it  over  to  the  Army? 

Air.  Nitze.  No;  JIEA  would  procure  it.  The  Army  would  handle 
that  part  of  tobacco  procurement,  I  expect,  that  required  procurement 
in  the  United  States  with  funds  wliich  would  come  out  of  EGA 
appropriations. 

Air.  Draper.  And  I  expect  that  even  that  would  be  bought  by 
the  Army. 

Air.  Stefan.  You  used  that  as  one  illustration. 

Air.  Draper.  There  is  not  any  tobacco  in  the  first  column.  We 
cannot  afford  to  buy  tocacco  out  of  GARIOA  funds. 

Air.  Stefan.  I  see  you  have  none  called  for. 

Air.  Draper.  And  this  is  the  part  the  EGA  Administrator  might 
pay  for  if  we  put  in  a  requirement  for  it.  The  amount  if  approved  by 
him  would  be  purchased,  I  expect,  by  the  Army  and  shipped  over  there. 

Air.  Stefan.  I  understood  there  was  something  like  $12,000,000 
here,  and  Air.  Voorhees  used  the  figure  of  $22,000,000. 

Golonel  Blumenfeld.  Everything  that  is  set  up  here  for  bizonal 
Germany— GARIOA  $675,000,000  and  $437,000,000  EGA  funds— is 
controlled  by  one  operation  in  bizonal  Germany  itself. 

Part  of  the  financing  will  come,  not  from  GARIOA,  but  from  EGA, 
but  the  procurement  program  will  be  an  integrated  program  which 
will  be  operated  by  bizonal  Germany. 

We  have  already  made  out  our  first  30-day  program  and  submitted 
it  to  the  Administrator;  we  told  him  exactly  what  we  needed  within 
the  general  break-down  of  the  requirements,  staying  within  the  general 
limits  of  the  requirements  set  up  in  the  brown  book. 
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Thus  we  really  want  and  need  this  amount  for  German  bizone 
import  requirements;  this  amount  for  Mexican  meat  is  within  the 
EGA  program,  and  we  have  urged  the  Administrator  to  make  those 
funds  available  to  the  Army.  Then  Air.  Voorhees  and  General  Clay 
and  his  staff  will  handle  the  purchase  of  the  Mexican  meat  and  all 
other  items  for  which  EGA  funds  are  made  available — not  as  a  separate 
program  but  as  an  integrated  program  financed  partly  by  GARIOA, 
partly  by  EGA  funds,  and  partly  by  Germany's  own  export  proceeds 
but  all  within  one  over-all  program. 

Mr.  Stefan.  And  then  this  $479,000,000' will  be  handled  separately 
by  the  Army,  and  the  additional  money,  making  a  total  of  $1,137,- 
000,000,  will  be  handled  by  EGA? 

Golonel  Blumenfeld.  Yes,  sir;  and  bizone  Germany  will  actually 
keep  books  on  all  expenditures  for  their  imports. 

jVlr.  Stefan.  Instead  of  putting  it  into  one  organization  to  operate 
that? 

Golonel  Blumenfeld.  May  I  say  bizone  Germany  will  keep  books 
on  all  of  it,  because  they  will  be  responsible  for  everything  that  is 
spent.  They  will  give  reports  to  EGA  for  the  money  EGA  furnishes 
and  will  give  reports  to  this  committee  and  to  the  Gongress,  of  course, 
for  funds  from  GARIOA,  but  in  one  place  the  bizone  will  have  com- 
plete bookkeeping  statistics  on  all  expenditures  made  by  them,  no 
matter  what  the  source  of  the  funds  may  be. 

Mr.  Stefan.  You  will  keep  the  books  for  EGA,  too? 

Golonel  Blumenfeld.  We  will  keep  the  books  for  every  dollar 
they  give  us. 

Mr.  Stefan.  But  EGA  is  also  going  to  have  to  develop  a  set  of 
books  on  relief? 

Golonel  Blumenfeld.  To  assure  we  are  spending  the  money  for 
the  purposes  for  which  they  allot  it  to  us. 

\h'.  Stefan.  I  understand. 

Mr.  Draper.  May  I  explain  one  of  the  basic  reasons  why  that 
concept  was  approved  by  the  executive  branch  of  the  Government  is 
that  they  did  not  want — and  I  think  with  good  reason — to  have  the 
Army  as  the  procurement  agency  for  the  State  Department  as  they 
had  been  in  connection  with  Austria,.  In  the  second  place,  they  did 
not  want  several  agencies  deciding  they  would  buy  tobacco  or  steel 
or  cotton  or  some  other  item  that  was  in  short  supply  in  the  United 
States.  They  wanted  someone  for  the  European  recovery  program 
as  a  whole  to  coordinate  the  requirements  from  the  17  countries,  so 
that  we  woidd  not  be  going  out  and  buying  something  that  Mr. 
Voorhees  might  be  engaged  in  buying. 

Mr.  Stefan.  That  is,  you  are  not  going  to  buy  what  they  are  going 
to  buy,  what  Mr.  Voorhees  buys  for  the  Ai-my? 

Mr.  Draper.  That  is  right. 

Mr.  Stefan.  And  has  to  distribute  for  the  Army? 

Mr.  Draper.  That  is  right. 

Mr.  Stefan.  But  EGA  is  going  to  buy  for  EGA? 

Air.  Draper.  They  will  buy  either  themselves  or  through  an 
agency  of  the  Government,  but  they  did  not  want  to  have  the  Army 
buying,  with  EGA  buying  for  the  other  countries'  requirements,  some 
item  that  might  be  short.  So  somebody  has  to  decide  here  are 
demands  for  some  things  that  can  probably  go  out  of  the  United 
States  without  hurting  the  American  economy. 
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Mr.  Stefan.  But  the  Army  concurrently  will  be  taking  care  of 
their  job? 

Mr.  Draper.  Undoubtedly. 

Mr.  Stefan.  I  am  going  back  to  the  practical  illustration  in  the 
Army.     The  Army  is  buying  with  this  $479,000,000? 

Mr.  Draper.  That  is  right. 

Mr.  Stefan.  Will  EGA  buy  the  rest? 

Mr.  Draper.  No,  sii-;  but  before  we  can  buy  with  the  $437,000,000, 
which  is  EGA,  we  have  to  present  programs  to  them  monthly  or 
quarterly  which  they  would  approve  for  looking  out  for  the  other  16 
programs,  to  see  that  the  total  is  not  going  to  be  too  big  an  amount 
coming  out  of  the  United  States  of  that  particular  item. 

Mr.  Stefan.  Then  I  understand  when  we  go  on  the  floor  to  justify 
these  appropriations,  we  can  tell  the  membership  of  the  House  that, 
so  far  as  GARIOA  and  the  Army  are  concerned,  that  are  chargecl 
with  feeding  in  the  occupied  areas,  they  are  going  to  ask  for  $479,953,- 
000,  but,  in  addition  to  that,  this  bill  contains  a  recpiest  for  the  differ- 
ence, making  a  total  of  $1,137,000,000. 

Mr.  Draper.  For  food,  fertilizer,  and  so  forth. 

Mr.  Stefan.  For  food  and  other  things  for  Germany? 

Mr.  Draper.  That  is  right. 

Mr.  Stefan.  And  EGA  is  going  to  be  in  there  watching  their  end, 
and  the  Army  is  going  to  be  in  there  watching  their  end,  but  the  Army 
is  going  to  operate  the  whole  thing? 

Mr.  VooRHEES.  In  the  figures  you  have  given,  you  have  just  taken 
the  food  figure.     I  think  you  should  take  the  total  estimate. 

Mr.  Stefan.  I  added.  Air.  Voorhees,  the  other  heavy  materials  in 
there,  too.     I  took  the  over-all. 

Mr.  Voorhees.  But  it  covers  the  Army's  request  in  total  GARIOA 
is  about  $700,000,000,  and  the  difference,  which  EGA  is  asking  is 
$437,000,000,  making  about  $1,147,000,000. 

Mr.  Stefan.  In  other  words,  EGA  will  work  with  the  $437,000,000, 
but  ought  not  they  to  turn  the  $437,000,000  over  to  you  ii.  order  that 
you  can  go  ahead  with  the  funds  of  $1,137,000,000  and"  run  your  operat- 
ing program  as  you  should  run  it?     Is  that  right? 

Air.  Voorhees.  I  do  not  wish  to  comment  on  it. 

Air.  Stefan.  It  is  rather  mixed  up. 

Air.  Voorhees.  There  are  two  separate  funds.  The  $437,000,000 
for  economic  rehabilitation  is  proposed  to  be  appropriated  to  the 
Administrator. 

Air.  Stefan.  You  will  have  to  forgive  me.  General  Draper,  for  ask- 
ing these  questions  so  often,  but  I  am  being  asked  questions. 

Air.  Draper.  I  think  you  are  entitled  to  it. 

Air.  Stefan.  And  since  we  are  holding  the  hearings,  a  lot  of  people 
on  the  floor  of  the  House  want  this  thing  set  up  under  one  organization. 
They  cannot  understand  why  we  should  have  two;  they  cannot  under- 
stand why,  if  the  Army  is  charged  with  doing  the  work,  they  should 
not  be  given  a  free  hand  and  do  a  more  efficient  jol)  without  the  inter- 
ference of  another  administration  in  there.  But  here  you  have  two 
funds  for  the  same  purpose,  for  the  same  objective,  and  all  I  want  to 
know  is  for  what  we  are  being  asked  to  provide  the  $1,137,000,000. 

Air.  Voorhees.  Relative  to  the  last  column  on  page  1171.  on  which 
there  have  been  so  many  ciuestions  asked,  we  prepared  some  detailed 
information  indicating  the  items,  the  reasons  for  the  cost  of  them, 
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and  the  relation  to  them  of  what  we  are  asking  for  under  GARIOA. 
I  do  not  know  whether  you  would  care  for  that  material  or  not. 
Probably  you  would  not  want  it  put  in  the  record,  but  it  might  be  of 
some  assistance  to  you. 

POPULATION    OF    BIZONAL    GEEMANY 

Mr.  Case.  General  Draper,  what  was  the  population  of  the  United 
States  zone  in  Germany,  total? 

Mr.  Draper.  At  the  present  time? 

Mr.  Case.  No  ;  what  was  the  population?  Well,  yes;  at  the  present 
time,  because  I  assume  the  United  States  zone  has  not  changed  mate- 
rially from  1947,  has  it? 

Mr.  Draper.  About  18,000,000. 

Mr.  Case.  Does  that  include  displaced  persons? 

Mr.  Draper.  About  one-half  million.  I  would  want  to  check  the 
exact  nffure. 

Mr.  Voorhees.  About  500,000. 

Mr.  Stefan.  They  told  me  it  was  800,000  DP's. 

Mr.  Draper.  That  includes  the  British  zone. 

Mr.  Case.  What  was  the  population  of  the  United  Kingdom  zone? 

Mr.  Draper.  About  23  or  24  million.  It  is  a  total  now  of  about 
44,000,000. 

Mr.  Case.  Those  two  make  41,000,000.  Wliere  does  the  other 
3,000,000  come  from? 

Mr.  Draper.  Part  of  the  difference  is  the  2,000,000  in  Berlin  in 
the  two  sectors.  I  think  it  is  about  43,500,000  without  the  displaced 
persons. 

Mr.  Case.  How  many  people  were  you  feeding  before  the  bizonal 
set-up  started? 

Mr.  Draper.  About  18,000,000  and  about  1,000,000  in  Berlin, 
or  a  total  of  about  19,000,000. 

Mr.  Case.  And  that  is  the  population,  then,  that  this  figure  of 
$182,000,000  for  1947  represented  as  far  as  grain  is  concerned? 

Mr.  Draper.  Up  until  the  time  of  the  fusion,  which  happened 
during  that  fiscal  year. 

Mr.  Voorhees.  In  making  the  comparison,  it  should  also  be  remem- 
bered that  the  American  zone  is  considerably  more  agricultural  than 
the  British  zone;  therefore,  you  cannot  make  a  precise  comparison 
according  to  the  number  of  people.  The  British  zone  is  much  less 
nearly  self-sufficient  than  the  American  zone  as  to  food — being  an 
industrial  area.  So,  when  we  took  over  the  British  zone  and  started 
paying  half  the  cost  of  the  two  zones,  we  picked  up  an  additional  load 
not  only  because  of  more  people  in  the  British  zone,  but  also  the  load 
was  much  further  increased  because  the  people  who  were  there  were 
far  less  self-sufficient  than  they  were  in  the  American  zone.  Then, 
of  course,  there  came  the  next  step,  that  the  British  stopped  paying 
for  them,  and  now  we  have  90 — — 

Mr.  Case.  The  big  problem  in  these  hearings  all  along  is  that  one 
cannot  ask  a  simple  question  and  get  a  simple  answer. 

Mr.  Draper.  I  am  sorry. 

Mr.  Case.  If  we  could  get  an  answer  without  getting  an  oration 
and  a  speech  or  without  bringing  in  a  lot  of  complicated  figures,  all 
I  want  to  do  is  to  find  out  what  the  per  capita  cost  of  the  population 
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was  for  food  when  we.  were  handling  our  zone  and  the  British  had 
their  zone,  and  what  it  was  when  the  two  zones  came  together. 

Mr.  VooRHEES.  We  will  prepare  that,  sir. 

Mr.  Draper.  It  was  about  19,000,000  before  we  came  together. 

Air.  Case.  I  thought  that  would  throw  a  rather  simple  light  on  the 
difference  in  the  cost  from  what  it  was  prebizone  and  postbizone. 

Mr.  Draper.  That  is  right. 

Mr.  Case.  If  you  want  to  put  it  in  a  table,  all  right,  but  I  just 
thought  I  could  get,  by  a  simple  question  and  answer,  how  many 
people  there  were  and  how  many  dollars  were  spent  in  the  two  zones 
and  get  a  quick  per  capita  figure. 

DISCUSSION   ON   ADMINISTRATION   OF   GARIOA  AND   ERP   FUNDS   IN 

GERMANY 

As  to  this  other  matter  about  bringing  in  the  different  funds  and 
how  the  thing  is  administered,  I  find  a  it  very  complicated  thing,  and 
to  cut  it  down  to  a  size  that  a  provincial  mind  can  look  at  and  see  what 
it  means,  here  you  are  talking  about  the  GARIOA  program  and  the 
ERP  program  and  where  the  money  is  going  to  come  from,  where  it 
is  to  be  spent,  and  so  on. 

We  have  a  State  college  in  South  Dakota.  It  has  three  sources  of 
funds.  It  has  what  they  call  the  L.  and  E.,  which  is  money  collected 
from  endowments  and  tuitions.  That  is  one  simple  source  of  revenue. 
Then  they  have  money  appropriated  by  the  State  legislature,  and  that 
is  a  simple  source  of  revenue.  Then  they  have  money  that  comes 
through  various  extension  programs  put  on  by  the  Federal  Govern- 
ment— Smith-Hughes  funds  and  things  like  that.  The  Smith-Hughes 
funds  can  only  be  expended  for  purposes  permitted  in  the  act.  There 
are  some  restrictions  on  what  the  L.  and  E.  funds  can  be  expended 
for,  but  the  State  has  what  are  called  fiscal  officers  to  administer  the 
funds. 

I  am  wondering  if  there  is  not  a  simple  analogy  here.  Your  L.  and 
E.  funds,  from  the  production  standpoint,  would  be  funds  produced 
by  Germany. 

Mr.  Draper.  That  is  right. 

Mr.  Case.  The  GARIOA  program  is  a  product  of  the  Government; 
that  is,  it  is  a  direct  appropriation  comparable  to  the  appropriation 
by  the  legislature. 

Mr.  Draper.  That  is  right. 

Mr.  Case.  Your  EC  A  is  the  lagniappe  or  whatever  Colonel  Andrews 
has  suggested;  it  is  the  extra  that  must  come  from  the  Government. 

Mr.  Draper.  That  is  correct. 

Mr.  Case.  It  is  not  available  for  expenditure  in  exactly  the  same 
way  that  the  local  production  is ;  it  is  a  sort  of  extra  and  can  go  only 
for  certain  purposes,  and  you  may  or  may  not  get  it. 

Mr.  Draper.  That  is  right.  But  the  fact  is  all  of  them  are  admin- 
istered in  Germany  under  the  same  set-up. 

Mr.  Case.  They  are  all  administered  in  Germany  by  the  military 
government? 

Mr.  Draper.  That  is  right. 

Mr.  Case.  Your  EC  A  will  not  give  you  anything  or  offer  you  any- 
thing that  you  do  not  want? 
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Mr.  Draper.  I  certainly  do  not  expect  to  have  that  happen.  We 
put  in  our  requirements.  There  are  certain  possible  questions  that 
may  come  up  about  things  like  the  Dutch  and  Belgian  ports,  where, 
in  the  interest  of  Europe  as  a  whole,  the  Administrator  may  want  a 
certain  part  of  the  funds  allocated  to  Germany  to  use  those  ports  as 
they  used  to  be.  That  is  an  illustration  of  the  kind  of  thing  where 
that  might  happen. 

Italian  fruits  and  vegetables  is  another  illustration,  where  it  is 
necessary,  from  the  point  of  view  of  Europe  as  a  whole,  that  a  market 
be  found  for  those  things  in  Italy. 

Mr.  Case.  Let  us  see  if  we  can  find  a  simple  illustration  for  that. 
In  dealing  with  certain  relief  in  this  country,  domestic  relief  situa- 
tions— take  the  Indians,  for  example — there  are  certain  appropriated 
funds  available  for  direct  relief.  You  expend  those  for  the  direst 
necessities,  ancl^long  comes  the  Commodity  Credit  organization,  and 
it  has  on  hand  a  stock  of  commodities  which  it  has  acquired  under  the 
support  program.  The  Government  already  has  that  on  hand  and 
owns  it;  it  already  has  the  money  invested  in  it.  If  you  are  the 
administrator  of  the  Indian  relief  funds,  you  would  not  step  out 
and  buy  tomatoes  or  dried  egg  yolks,  but  if  you  found  that  was  avail- 
able and  you  could  get  it  as  a  sort  of  salvage  proposition  because  it 
was  available,  you  might  use  it. 

Is  that  something  comparable  to  this? 

Mr.  Draper.  Yes;  I  think  that  is  quite  comparable. 

Mr.  Case.  That  ECA  will  acquire  or  you  will  acquire,  through  the 
process  of  exchange  of  European  trade,  certain  commodities  like  olive 
oil? 

Mr.  Draper.  Yes,  sir. 

Mr.  Case.  Or  fresh  fruits  and  vegetables  which  you  would  not  use 
your  dollars  to  go  out  and  buy,  because  they  are  too  expensive  from 
the  caloric  standpoint;  but,  because  they  are  available,  3^ou  would 
work  them  in? 

Mr.  Draper.  That  is  exactly  correct. 

Mr.  Stefan.  But  you  did  use  dollars  for  fruits  you  bought  from 
Italy. 

Mr.  Draper.  We  did. 

Mr.  Stefan.  You  bouirht  them  w^th  dollars. 

Mr.  Draper.  In  the  ECA  but  not  with  GARIOA  dollars.  We  did 
not  pay  them  dollars ;  we  bought  them  in  Germany  for  goods  we  were 
giving  Italy. 

Mr.  Stefan.  I  thouglit  it  was  dollars. 

Mr.  Draper.  The  proposal  or  suggestion  I  have  made  to  Mr. 
Hoffman,  in  connection  with  things  of  this  kind,  wdiere  both  Italy  and 
Germany  benefit  from  it,  is  that  Germany  gets  those  things,  but  they 
would  not  pay  more,  let  us  say,  than  half  the  price  if  they  w^ere  buying 
entirely  of  their  own  violition.  However,  the  Administrator  allocates 
in  accordance  with  the  benefits  to  the  two  countries. 

Discussions  are  under  way  along  that  line.  If  it  is  worked  out 
that  way,  I  think  it  will  meet  your  point  completely  and  wdll  be  alto- 
gether fair. 

Mr.  Case.  Do  those  figures  of  grains,  foods,  and  imported  products 
include  the  transportation  cost? 

Mr.  Draper.  No,  sir. 
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Mr.  VooRHEEs.  The  transportation  is  entirely  separate.  When  I 
say  "transportation,"  I  mean  solely  ocean  transportation. 

CONTRIBUTION    OF    UNITED    KINGDOM 

Mr.  Case.  The  reason  I  was  asking  is  because  I  was  bothered  by 
the  small  proportion  of  the  United  Kingdom  contribution. 

Mr.  Draper.  The  reason  for  that  is  they  are  contributing,  in  other 
ragards,  a  total  of  $70,000,000. 

Mr.  Case.  I  believe  you  say  out  of  the  GARIOA  program  of 
$516,000,000,  thev  are  contributing  only  $36,000,000. 

Mr.  Draper.  Out  of  the  total  GARIOA  program  of  $700,000,000, 
they  are  contributing  $70,000,000  on  the  basis  of  the  presentation 
before  this  committee. 

Mr.  Case.  That  is  one-tenth. 

Mr.  Draper.  It  is  10  percent. 

Mr.  Case.  But  probably  a  great  deal  of  that  is  pay  of  their  own 
personnel,  is  it  not? 

Mr.  Draper.  No,  sir;  that  is  entirely  commodities  and  shipping. 
It  is  something  they  pay  for. 

Mr.  Case.  That  is  why  I  asked  about  transportation.  It  would 
seem  to  me  they  could  probably  contribute  more  than  this  if  the 
transportation  was  in  this  cost  item — that  they  may  contribute  more 
in  the  way  of  shipping,  because  that  is  entirely  paid  for  in  their  own 
currency. 

Mr.  Draper.  We  made  a  special  arrangement  on  shipping  which 
provides  that  they  do  carry  part  of  the  various  things  that  come  from 
this  country  in  British  ships  without  charge  in  dollars.  That  makes 
up  part  of  the  total  of  70  million  dollars.  That  is  primarily  the 
reason  or,  one  of  the  reasons,  why  this  figure  for  food  is  36  million  dollars 
instead  of  a  higher  figure. 

Mr.  Case.  Wlien  we  started  originally  on  the  bizonal  arrangement, 
we  were  contributing  50-50? 

Mr.  Draper.  Exactly  50-50. 

Mr.  Case.  And  now  it  is  10  to  90. 

Mr.  Draper.  It  is  90  to  10.  That  is  part  of  the  over-all  British 
sterling  dollar  position.  When  the  negotiations  were  held  last  fall 
or  early  winter,  we  approached  the  National  Advisory  Council, 
before  the  Army  was  willing  to  accept  a  proposition  of  that  difference, 
and  the  National  Advisory  Council,  which  has,  by  legislation,  the 
principal  responsibility  in  matters  of  foreign  finance  and  finance 
affecting  our  Government,  advised,  after  going  into  the  British 
treasury  position  carefully  and  after  they  had  all  of  the  figures 
presented,  that  it  was  appropriate  for  this  Government  to  accept  this 
arrangement. 

Mr.  Case.  Has  there  been  any  improvement  in  the  voice  we  have 
in  determining  policies  affecting  the  economy  of  the  bizonal  area? 

Mr.  Draper.  Yes,  sir;  very  definitely.  Under  the  Joint  Export- 
Import  Agency  and  the  Joint  Foreign  Exchange  Agency  and  generally 
in  economic  matters,  the  American  voice  is  predominant. 

Mr.  Case.  Has  it  changed  any  from  that  agreement  formulated 
along  about  the  latter  part  of  November  or  eai-ly  December? 

JVli-.  Draper.  In  December.     It  is  workuig  under  that  agreement. 
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Mr.  Case.  As  I  read  that,  I  did  not  think  that  amounted  to  very 
much.     It  was  all  in  generalities. 

Mr.  Draper.  What  it  said  and  the  way  it  has  operated  has  been 
that  on  matters  involving  expending  any  money,  either  money  pro- 
vided from  German  exports  or  by  appropriation,  either  one,  anything 
that  involves  what  becomes  of  the  imports  or  the  policy  with  regard  to 
exports,  the  American  majority  vote  means  that  they  make  the  de- 
cision, or  in  the  handling  of  any  foreign  funds  that  are  available  in 
any  way. 

POPULATION,    RATION    LEVELS    AND    IMPORT    COSTS 

Mr.  Case.  Going  back  for  a  moment  to  that  question  I  originally 
asked,  in  which  I  was  seeking  to  get  an  idea  of  the  per  capita  cost,  let 
me  ask,  without  going  into  the  figures,  your  own  judgment  of  whether 
the  per  capita  cost  of  the  GARIOA  program  is  going  up. 

Mr.  Draper.  Yes;  certainly  this  year,  in  this  request  we  are  talking 
about  now.     You  are  speaking  primarily  of  food,  I  think? 

Mr.  Case.  Yes. 

Mr.  Draper.  If  you  include  the  GARIOA  and  the  part  that  will 
be  paid  for  by  ERP  to  raise  the  quality  of  the  rations 

Mr.  Case.  I  mean  leaving  out  EC  A,  GARIOA  will  run  higher  per 
capita? 

Mr.  Draper.  As  against  1947,  it  would  be  higher  on  account  of  two 
factors.  One,  the  per  capita  ration  is  higher,  the  projected  ration, 
and,  second,  the  price  of  the  food  has  gone  up  in  the  period  of  18 
months  or  2  years. 

Mr.  Case.  Right  at  that  point  is  where  I  v/ould  like  to  have  you 
put  in  the  precise  figures  showing  the  population  for  the  years  1946, 
1947,  1948,  and  estimated  for  1949,  the  population  served,  and  the 
per  capita  cost  of  food. 

Mr.  Draper.  Yes,  sir. 

Mr.  Case.  The  total,  and  then  the  per  capita  would  be  the  exten- 
sion. 

Mr.  Draper.  Yes,  sir. 

Mr.  Case.  And  that  should  take  into  consideration  such  changes 
as  come  about  by  the  shifting  of  the  DP's  to  IRO  or  anything  of  that 
sort;  that  is,  your  figure  in  each  year  should  be  the  precise  figure. 

Mr.  Draper.  The  average  for  the  year,  after  taking  into  account 
the  non-British  zone. 

Mr.  Case.  I  think  the  best  thing  to  do  is  to  give  the  population  in 
each  instance  and  then  the  dollar  cost  of  the  food. 

Mr.  Draper.  With  the  adjustments  because  of  the  DP's  or  taking 
over  the  British  responsibility. 

Air.  Case.  The  population  figures  will  show  that,  and  the  third 
column  will  show  the  result  of  the  fusion. 

Mr.  Draper.  I  think  that  would  be  a  very  illustrative  table.  I 
am  surprised  that  we  have  not  thought  of  that  in  presenting  it  to  this 
committee. 

(The  following  was  submitted  later:) 
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Population,  ration  levels,  and  import  costs,  South  Korea 


Average 

rationed 

population 

(Millions)  i 


Average  ration  ' 

(Calories  per  capita 

per  day) 


Cost  of  food 
imports 

(Millions  of 
dollars)  ' 


Cost  per 

caput  per 

annum 


Fiscal  year  1947 

Fiscal  year  1948 

Fiscal  year  1949  (estimated) 


6.956 
8.140 
8.550 


/Imported,  944 

llndipenous,  296.. 

/Imported,  403 

\Indigenous,  905.. 
flmported,  239--. 
\Indigenous,  1,144 


<  59. 144 
M9.  27 
33.224 


$8.50 
6.05 
3.89 


1  Non-self-suppliers  for  cereals  (staple  food)  ration. 

2  Staple  foods  ration  including  supplements.    Normal  con.sumer  staple  food  ration  as  follows:  Fiscal  year 
1947,  l,24fi  calories  per  day;  fiscal  year  1948,  1,255  calpries  per  day;  fiscal  year  1949,  1,331  calories  per  day. 

-  Including  estimated  cost  of  ocean  transportation. 

*  Fiscal  year  1947  funds  applicable  to  fiscal  year  1948  (11.1  million  dollars)  deducted  from  fiscal  year  1947 
and  added"  to  fiscal  year  1948. 

Population,  ration  levels,  and  import  costs,  Japan-Ryukyus 


Average 

rationed 

pojxilation 

(millions)  ' 

Average  ration 

(calories  per  capita 

per  day)  2 

Cost  of  food 
imports 

(millions  of 
dollars)  ' 

Cost  per 

caput  per 

annum 

Fiscal  year  1947,  Japan,Ryukyus 

Fiscal  year  1948,  .Tapan-Ryukyus 

Fiscal  year  1949,  (estimated)  Japan... 
Ryukyus         

4,5. 134 
49  59 
49.  53 
.85 

/Imported,  403 

IDomestic,  865 

/Imported,  400 

(Domestic,  1,116 

/Imported  327 

IDomestic  1,173 

/Imported  8.51, 

(Domestic,  961 

I        4  $188.  0 
}          <  279. 1 
}             268. 2 

}        - 

$4.17 
5.63 
5.41 

17.13 

Total 

50. 38 

282.7 

5.61 

1  Japan:  Average  rationed  population  for  staple  foods  includes  non-self-suppliers  and  part  self-suppliers  as 
follows:  1947,  non-self-suppliers  and  part  self-suppliers,  45.13  million;  1948,  non-self-suppliers,  44.3,  part  self- 
suppliers,  12.96  million  for  125  days;  1949.  non-self-suppliers,  45.35,  part,  self-suppliers,  12.21  million  for  125 
days.    Ryukyus:  population  1947,  0.81  million;  1948,  0.84  million. 

2"  For  Japan,  average  includes  supplements  and  is  higher  than  normal  consumer  ration.  Normal  con- 
sumer staple  food  ration  as  follows:  Fiscal  year  1947,  1,246  calories  per  day;  fiscal  year  1948,  1,246  calories, 
staple  foods,  jilus  50  other;  fiscal  year  1919,  1,425  calories,  staple  foods  plus  130  calories,  other  rationed  foods. 
For  Ryukyus,  feeding  level  1 ,800  calories  per  capita  per  day  of  which  about  50  percent  from  domestic  sources. 

3  Cost  of  foods  includes  estimated  cost  of  ocean  transportation. 

*  Fiscal  year  1947  funds  applicable  to  fiscal  year  1948  program  f52.6  million  dollars)  deducted  from  fiscal 
year  1947  and  added  to  fiscal  year  1948. 

Population,  ration  levels  and  import  costs,  bizonal  Germany 


Rationed 
popula- 
tion 
(mil- 
lions) 1 

Average  ration  2 

(calories  per 
capita  per  day 

Cost  of  food  imports 
(millions  of  dollars)  ' 

Cost  per  capita  per 
annum 

Period 

GARIOA 

United 
Kingdom 

Other 

GARIOA 

GARIOA 

plus 

United 

Kingdom 

-Ml 
im- 
ports 

Fiscal  year  1947: 
First  half  (U.S. 

15.1 
35.7 
36.5 
37.0 

/Imported,  595... 
(Domestic,  1,075-. 
/Imported,  690--. 
(Domestic,  970-    - 
/Imported,  1 ,070  _ 
(Domestic,  800--- 
1  Imported,  1,172. 
(Domestic,  1,050  . 

}        70.0 
}    5  110.5 
}    5  473.  .3 

}      534. 0 

<  $9.  27 
<6.19 
12.97 
14.  43 

*  $12. 82 
17.12 
15.95 

.$9. 27 

zone). 
Second  half  (bi- 
zone). 
Fiscal  year  1948... 

Fiscal   year   1949 
(projected). 

118.5 

151.4 

56.2 

6  266. 1 

12.82 

17.12 

"  23. 14 

'  Non-self-suppliers  in  bread  grains.  Population  of  United  States  sector  of  Berlin  included  in  figures  for 
fiscal  year  1947  and  of  United  States  and  United  Kinedom  sectors  in  subsequent  years.  Displaced  persons 
included  in  fiscal  year  1947  figures,  but  not  included  in  figures  for  subsequent  years. 

2  Average  includes  supplements  and  is  higher  than  normal  consumer  ration.  Difference  between  normal 
consumer  and  average  ration  has  varied  from  200  calories  per  day  (first  half  of  fiscal  year  1947)  to  425  calories 
per  day  in  some  months  during  fiscal  year  1948. 

'  In  all  cases,  estimates  include  allowance  for  ocean  transportation  charges. 

*  Converted  to  per  annum  basis  for  comparability  with  estimates  for  later  years. 

5  Fiscal  year  1947  fun(is  applicable  to  fiscal  year  1948  program  (21.5  million  dollars)  deducted  from  fiscal 
year  1947  and  3(ided  to  fiscal  year  1948. 

8  Cost  of  35,000  tons  of  fats  for  soap  making  deducted  from  this  figure.  Estimated  5  percent  transporta- 
tion cost  added  to  balance  of  EC.\  additional  procurement  program. 

'  GARIOA  plus  United  Kingdom  plus  additional  procurement  planned  under  EC.A.  program. 
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PURCHASE    OF    FRESH    FRUIT    FROM    ITALY    FOR    GERMANY 

Mr.  Stefan.  In  order  that  the  record  be  kept  straight,  I  want  to 
ask  Colonel  Andrews  just  how  much  of  that  British  fresh  fruit  was 
bought  in  Italy. 

Mr.  Andrews.  The  authorization  was  for  $10,000,000.  JIEA  and 
the  Italian  Government  signed  an  agreement  whereby  Italy  would 
sell  and  JIEA,  in  behalf  of  Germany,  would  buy  $10,000,000  worth 
of  fruits  and  vegetables  over  a  period  April  1  to  December  31  of  this 
year.  We  actually  bought,  of  that  mission,  20,000  tons  of  lemons, 
10,000  tons  of  fruit  puree,  and  3,000  tons  of  tomato  puree,  at  a  cost 
of  $2,750,000. 

Mr.  Stefan.  And  you  paid  dollars? 

Mr.  Andrews.  We  did  not  pay  dollars  in  the  sense  that  we  took  a 
Government  check  and  handed  it  to  Italy.  JIEA  paid  dollars  through 
the  offset  account. 

Mr.  Stefan.  I  understand  that.  General  Draper's  explanation  was 
all  right,  but  I  wanted  the  record  to  show  we  paid  dollars  for  that 
fruit. 

Mr.  Andrews.  That  is  right. 

Mr.  Stefan.  And  Italy  used  those  dollars  to  buy  something  in 
Germany. 

Mr.  Andrews.  That  is  right. 

Mr.  Stefan.  But  we  did  pay  dollars  for  the  fruit. 

Mr.  Andrews.  That  is  right.  We  paid  trade  dollars  rather  than 
a  Government  check,  but  it  was  dollars. 

Purchase  of  Agricultural  Supplies  and  Fertilizer 

The  Chairman.  If  there  are  no  other  ciuestions  on  the  German 
food  picture,  the  next  project  is  the  purchase  of  agricultural  supplies 
and  fertilizer,  project  126  on  page  1185. 

Will  somebody  tell  us  about  that? 


SUPPLIES    AND    material    REQUIREMENTS    FOR    GERMANY 

You  might  put  into  the  record  at  that  point  the  table  on  page  1188 
and  continuing  over  onto  page  1189. 

(The  matter  above  referred  to  is  as  follows:) 

Project  120. — Purchase  of  agricultural  supplies  and  fertilizer 

PART  I.  GERMANY 


Quantity  (metric  tons) 

Unit  cost 

Estimated 

Net  weight 

contained 

element 

Shipping 
weight 

fiscal  year 

1949,  total 

requirement 

A.   REQUIREMENTS 

Fertilizer: 

United  States  contribution: 

Ammonium  nitrate  (U.  S.  ordnance). 

Calcium  ammonium  nitrate,  ex  Linz,  Austria.. 
Phosphate  rock: 

E.\  North  Africa 

E.\  Florida 

47,  boo 
20, 000 

196,  836 

3,  164 

115, 080 

141, 000 
100, 000 

656, 100 

10,  205 

697,463 

3,72.  20 
60.00 

10.00 

.$10,180,200 
6,  000, 000 

■  6,  561,  000 

Superphosphates,  ex  Europe..- _ 

29.16 

20, 340,  900 

'  Procured  with  fiscal  year  1947  funds. 
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Project  120.- — Purchase  of  agricultural  supplies  and  fertilizer — Continued 

PART  I.  GERMANY 


Quantity  (metric  tons) 

Unit  cost 

Estimated 

Net  weight 

contained 

element 

Shipping 
weight 

fiscal  vear 

1949,  total 

requirement 

A.  REQUIREMENTS— continued 

Fertilizer — Continued 
British  contributions: 

Ammonium  nitrate  (U.K.  ordnance)     - 

12, 800 
9,920 

37,  100 
60, 137 

$104.08 
29.16 

$3,  861, 400 
1,753,600 

Superphosphates. 

Subtotal 

404,800 

1,  702,  005 

48  697  100 

Less  British  contribution 

5  615  000 

United  States  cost 

43,082,100 

Insecticides  

1,500,000 

8,  939,  670 
24  .'^Q3  QOO 

Seeds  import  requirement: 

Vegetable 

15,091 
59,  300 
50,  000 

19,  000 
59, 300 
50,  000 

470.  50 

411.36 

75.00 

Field    .    

Potatoes 

3,  750,  000 

Total 

124,  391 

128,300 

38  583  570 

Less  British  contribution  to  above. 

8.  150,  000 

United  States  cost 

30, 433.  570 

Cumulative  United  States  subtotal _.. 

73,  515, 670 
195  177 

IMorpantown  repairs   (pro-rated  share,  as  above  ex- 
plained)  _     _ 

Total  United  States  cost  for  Germany 

73  710  847 

PRODUCTION    OF    FERTILIZER    IN    GERMANY 

The  Chairman.  This  marks  an  increase  in  the  fertihzer  and  seed 
picture  of  approximately  23.5  milhon  dollars  for  Germany  and  an 
increase  over  the  1947  figure  of  12  times.  On  top  of  that,  we  were 
told  that  the  German  production  of  fertilizer  was  up  to  the  prewar 
figure.     Is  that  not  right? 

Mr.  Draper.  No,  sir;  it  is  hoped  to  come  up  during  the  year. 

The  Chairman.  Well,  the  nitrogen  program  is  stepped  up  there 
now  to  100  percent.  Potash  does  not  seem  to  be,  but  nitrogen  is 
supposed  to  be,  according  to  the  table  we  were  given. 

Mr.  Draper.  That  was  the  production  prewar  but  not  necessarily 
the  prewar  requirements  or  use.  That  was  a  production  chart.  Of 
course,  in  phosphate  there  is  no  production  in  Germany. 

The  Chairman.  There  is  no  production  there? 

Mr.  Draper.  No;  not  of  phosiDliate. 

The  Chairman.  There  used  to  be,  did  there  not? 

Mr.  Draper.  There  used  to  be  from  the  steel  Thomas  slag,  which 
provided  a  fair  percentage  of  production,  but  with  the  drop  in  steel 
production 

The  Chairman.  Well,  these  tables  Mr.  Nitze  has  given  us  indicate 
a  production.     I  do  not  know. 

Mr.  Draper.  We  produce  superphosphate  from  imported  phos- 
phate rock,  but  that  is  not  indigenous,  and  there  was  a  very  small 
amount  of  Thomas  slag. 

Mr.  Nitze.  That  is  correct.  Those  figures  reflect  the  soluble 
phosphate;  the  figures  we  gave  you  before  are  the  finished  product 
from  the  rock. 
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Mr.  Draper.  We  make  all  we  can  in  Germany,  because  it  is  a  lot 
cheaper  to  bring  the  phosphate  rock  than  it  is  to  bring  in  the  finished 
superphosphate;  but  it  is  not  an  original  indigenous  production. 

Mr.  VooRHEES.  On  that  fertilizer,  the  hmiting  factors  were  not 
only  ammonia  but  also  and  primarily  a  source  of  supply.  There  are 
tliree  kinds  of  fertilizer.  Potash  was  the  only  one  of  which  there  was 
a  reasonably  satisfactory  supply.  Nitrogen  was  almost  unobtainable, 
and  the  quantities  in  fiscal  1947  were  down  to  somewhere  around  10 
or  20  percent  of  the  requirements.  Phosphate  is  limited  by  the  steel 
production  being  down  plus  the  fact  there  is  a  very  limited  capacity 
for  acidulating  the  rock  we  import.  We  have  increased  fertilizer 
imports  in  every  way  possible  up  to  the  amount  of  the  true  require- 
ments and  the  supplies  available,  because  it  makes  for  the  long-range 
economy. 

All  of  these  figures  have  been  prepared  upon  the  basis  of  a  report 
of  a  mission  headed  by  Dr.  Jacobs,  a  soil  economist  of  the  Department 
of  Agriculture  on  which  Major  Reddington  sat  as  our  fertilizer  man. 
They  have  been  prepared  under  the  supervision  of  Colonel  Norvell, 
and  they  can  explain  in  detail  the  reasons  for  the  figures  given. 

The  major  thing  is  that  up  to  the  amount  of  the  true  requirements 
there  is  a  very  great  economy  in  trying  to  feed  these  people  indirectly 
by  giving  them  fertilizer  and  seed  instead  of  by  shipping  food.  To 
the  extent  we  can  get  available  fertilizer  and  seed  we  felt  we  should 
give  a  high  priority  for  that. 

The  estimates  here  are  prepared  upon  the  basis  of  the  report  which 
Dr.  Jacobs  of  the  Department  of  Agriculture  and  Major  Reddington 
made,  and  they  have  only  been  back,  I  think,  for  a  little  over  a  month. 

The  Chairman.  What  can  you  tell  us  about  it? 

Major  Reddington.  About  the  requirements,  or  the  production 
figures? 

The  Chairman.  Do  you  have  anything  that  shows  the  production 
figures?  For  instance,  let  us  go  down  through  that  table  on  page  1 188, 
and  if  you  will  give  me  some  figures  in  connection  with  it,  I  will  add 
them  up.  It  is  a  kind  of  queer  sort  of  table.  I  do  not  know  what  it 
means. 

Colonel  Norvell.  We  have  prepared  a  little  table  on  the  producti  n 
of  fertilizer  in  bizonal  Germany,  if  you  would  like  to  have  it. 

The  Chairman.  As  long  as  I  have  started  this  way,  I  would  like  to 
clear  up  some  of  the  things  in  the  table  here.  I  do  not  know  enough 
about  it  to  understand  such  things.  For  instance,  here  is  "net  weight, 
47,000  metric  tons";  "shipping  weight,  141,000  metric  tons." 

Colonel  Norvell.  That  is  explained  by  the  fact  that  in  fertilizers 
the  unit  of  measure,  in  order  to  have  a  standard  for  what  it  contains — • 
in  this  particular  case,  nitrogen — is  the  contained  nitrogen.  Ammon- 
ium nitrate  is  about  33  percent  nitrogen. 

The  Chairman.  Here  you  have  "ammonium  nitrate,  20,000  tons" 
and  "shipping  weight,  100,000  tons." 

Colonel  Norvell.  That  is  calcium  ammonium  nitrate,  which  is 
20 K  percent  nitrogen. 

The  Chairman.  You  have  ammonium  nitrate  weighing  47,000 
tons  and  shipping  weight  141,000.     T  do  not  understand  that. 

Colonel  Norvell.  That  is  33  percent  nitrogen,  ammonium  nitrate 
that  is  produced  in  United  States  Ordnan:'o. 

Mr.    Draper.  That    "contained    element"    meas    the    nitrogen 
content. 


145 

Colonel  XoRVELL.  That  is  right. 

The  Chairman.  You  have  phosphate  rock  the  same  way. 

Colonel  NoRVELL.  The  fact  the  percentages  vary  is  the  reason  we 
use  contained  weights.  Then  are  from  ahout  18  percent  up  to  around 
37  percent,  depending  on  the  source  of  the  rock. 

IMPORTATION    OF    FERTILIZER    INTO    GERMANY 

The  Chairman.  It  says  here  "United  States  contribution."  That 
means  shipments  from  the  United  States? 

Colonel  NoRVELL.  No.  sir;  that  is  purchased  with  United  States 
dollars. 

The  Chairman.  Is  that  ammonium  nitrate  that  comes  from  the 
United  States? 

Colonel  NoRVELL.  No,  sir.  We  have  three  sources;  we  have  United 
States  ordnance  production,  which  comes  from  the  United  States; 
some  nitrogen  comes  from  Linz  operations,  produced  there;  and  then 
we  have  some  that  comes  from  the  United  Kingdom,  from  U.  K. 
ordnance,  which  is  shown  do^\^l  below,  under  "British  contributions." 

The  Chairman.  What  were  those  figures  last  year?  Can  you  give 
me  those  as  we  go  down  the  list? 

Colonel  NoRVELL.  The  figures  of  what  we  imported  last  year? 

The  Chairman.  Yes;  that  is,  in  1947  or  maybe  1948. 

Colonel  NoRVELL.  They  are  exactly  the  same  in  the  ammonium 
nitrate  and  calcium  ammonium  nitrate  and  also  for  the  British  con- 
tribution. 

Mr.  Stefan.  Is  the  cost  the  same? 

Colonel  NoRVELL.  The  price  has  come  up  a  little.  There  is  a 
slight  price  increase  caused  by  the  fact  we  have  to  dispose  of  a  fume 
nuisance,  flv  ash,  and  so  forth,  at  the  ordnance  works  at  Alorgantown. 

Mr.  Stefan.  There  is  $850,000  you  add  to  the  price? 

Colonel  NoRVELL.  That  has  been  prorated  amongst  various  coun- 
tries, based  on  the  amount  of  ordnance  production  they  get. 

The  Chairman.  Then  you  have  phosphate  rock  in  there.  How 
does  that  compare? 

Major  Reddington.  Phosphate  rock  for  the  fiscal  year  1949,  total 
tonnage,  will  be  about  twice  the  tonnage  of  fiscal  year  1948. 

The  Chairman.  What  was  it  in  1948? 

Major  Reddington.  It  was  around  350,000  tons. 

The  Chairman.  You  mean  the  "656"  would  be  "350"? 

Major  Reddington.  Right. 

The  Chairman.  Has  the  Florida  item  changed  any? 

Colonel  NoRVELL.  That  includes  the  total.  The  Florida  item  is  a 
small  carry-over  from  some  rock  we  contracted  for  in  fiscal  year  1947. 

The  Chairman.  What  about  your  superphosphate  from  Europe? 
That  was  a  big  item.     What  was  tliat  in  1948? 

Colonel  NoRVELL.  About  75,000  tons  total  ore  contained  P2O5, 
which  corresponds  to  115,000  plus  9,000. 

The  Chairman.  And  the  9,000  is  practically  10,000? 

Colonel  NoRVELL.  Yes,  sir. 

The  Chairman.  What  was  that? 

Colonel  NoRVELL.  The  75,000  I  gave  yoa  was  the  total  supply, 
including  the  British  and  American. 
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The  Chairman.  So  that  you  are  going  to  give  them  quite  a  Uttle 
more? 

Colonel  NoRVELL.  Yes,  sir. 

SEEDS  AND  INSECTICIDES  IMPORT  REQUIREMENTS 

The  Chairman.  W'hat  was  the  1948  requirement  for  seeds  and 
insecticides? 

Colonel  NoRVELL.  In  dollars? 

The  Chairman.  Yes.     That  is  the  only  way  it  is  expressed. 

Colonel  NoRVELL.  It  was  a  total  of  about  $32,000,000. 

The  Chairman.  For  insecticides?  ' 

Colonel  NoRVELL.  No,  sir.  I  was  thinking  of  seeds.  We  had  no 
insecticides.     We  had  a  British  contribution,  however. 

The  Chairman.  Now,  how  does  your  vegetable-seed  proposition 
compare? 

Colonel  NoRVELL.  I  do  not  have  the  tonnages  with  me. 

The  Chairman.  Do  you  have  the  dollars? 

Colonel  NoRVEL.  The  total  seed  was  about  $32,000,000.  We  had 
an  increase  of  about  $6,000,000  in  seed. 

The  Chairman.  And  the  British  contribution  comes  out  of  the 
insecticide  item? 

Colonel  Norvell.  And  there  are  some  seeds.  The  increase  in  seeds 
was  as  a  result  of  Dr.  Youngman,  who  is  probably  one  of  the  best 
seed  experts  in  the  United  States,  now  with  the  Department  of 
Agriculture.  He  went  over  last  fall  to  check  the  actual  seed  require- 
ments in  order  to  increase  production,  and  this  is  in  line  with  his 
report.  It  also  takes  into  account  the  fact  we  cannot  get  more  seeds. 
His  report  calls  for  about  15,000  tons  more  than  we  are  requesting. 
However,  we  cannot  foresee  any  availables  to  take  care  of  the  addi- 
tional. 

The  Chairman.  Is  this  entirely  a  GARIOA  proposition,  or  is  it 
partlv  ECA? 

Colonel  Norvell.  The  seeds  are  entirely  GARIOA. 

The  Chairman.  And  these  potato  items — are  they  things  you  are 
buying  already  or  that  you  are  buying  for  the  1949  crop? 

Colonel  Norvell.  We  bought  some  seed  potatoes  this  year  and  will 
buy  seed  potatoes  next  year,  mainly  to  keep  up  the  high  strain  of 
potatoes — disease-resistant  and  high -yielding. 

The  Chairman.  "Field  seed"  means  grain  seed,  largely? 

Colonel  Norvell.  Yes,  sir;  grain  and  grass  seeds,  cover  crops,  and 
such  as  that.  We  have  a  complete  break-down  of  the  seeds  on  page 
1191. 

Mr.  Stefan.  What  kind  of  seed  corn  are  you  getting;  are  ycu  getting 
some  hybrid? 

Colonel  Norvell.  We  have  sent  some  experimental  hybrid  corn  over 
there.  We  have  not  purchased  it  on  a  large  scale  for  the  average 
German,  but  it  is  being  used  in  experimental  farms,  mainly,  I  under- 
stand. 

Mr.  Stefan.  Have  they  been  asking  for  any  tobacco  seed  over  there 
anywhere? 

Colonel  Norvell.  No,  sir. 

Mr.  Stefan.  Do  you  have  any  tobacco  seed  in  yours,  Mr.  Nitze? 

Mr.  Nitze.  I  do  not  believe  we  have. 
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Air.  Stefan.  Is  there  any  reason  why  you  would  not? 

Mr.  Draper.  All  I  can  say  on  that — I  do  not  know  whether  there 
should  be,  but  there  is  a  certain  amount  of  tobacco  ^rown.  It  is  not 
a  very  good  crop  there,  and  it  is  a  very  poor  grade  of  tobacco. 

The  Chairman.  Before  the  war,  you  had  a  great  big  lot  of  imports 
of  seed  over  here  from  Holland  and  Belgium. 

Mr.  Draper.  And  the  Russian  zone  and  Poland  and  the  east,  also. 

The  Chairman.  I  would  imagine  the  Germans  produced  con- 
siderable seed. 

Colonel  NoRVELL.  They  did. 

The  Chairman,  ^\lly  cannot  they  produce  the  seed  themselves? 

Colonel  Norvel.  The  seed-producing  areas  of  Germany  are  in  the 
Polish  and  Russian  zones  now. 

Mr.  Draper.  That  is  one  of  the  fundamental  reasons  we  have  had 
so  much  trouble  with  agriculture  for  3  years. 

The  Chairman.  Why  could  not  you  get  this  stuff  out  of  Holland, 
Belgiinn,  and  Denmark?  They  are  long-time  producers,  and  why 
should  we  be  developing  an  industry  over  here  that  won't  be  able 
to  hold  up? 

Mr.  Andrews.  A  good  part  of  this  seed  will  be  bought  in  Holland, 
Denmark,  and  those  countries.  As  a  matter  of  fact,  there  will  be  a 
relatively  small  amount  bought  in  the  United  States. 

The  Chairman.  They  have  a  pretty  cold  country;  I  should  think 
if  they  had  the  kind  of  potatoes  there  that  were  of  a  desirable  type 
they  should  be  able  to  produce  their  own  seed. 

Colonel  Andrews.  The  seeds  we  are  to  ship  are  merely  for  replace- 
ment and  seed  to  keep  up  the  stock  to  reproduce  seed.  Of  the  50,000 
tons,  most  of  them  are  going  into  reproducing  areas. 

Mr.  Draper.  What  is  the  tonnage,  Colonel  Andrews? 

The  Chairman.  It  is  down  here  as  50,000. 

Mr.  Draper.  I  mean  of  the  seed  potatoes  that  they  will  grow  this 
spring? 

Colonel  Adrews.  We  have  got  something  over  200,000  tons  of  the 
so-called  second-year  seed. 

The  Chairman.  It  looks  to  me  as  if  this  thing  is  being  set  up  on  a 
permanent  dole  basis  rather  than  a  reconstruction  proposition;  that 
is  the  thing  that  bothers  me  about  the  seed  item  going  in  for  next  year's 
crop;  that  is,  for  the  1949  crop.  It  does  not  look  like  they  are  ever 
going  to  get  to  the  point  where  they  would  be  able  to  be  self-sustaining 
under  that  kind  of  a  program. 

Mr.  Draper.  I  believe  these  are  seed  potatoes  principally. 

The  Chairman.  It  may  be  that  is  a  mathematical  proposition. 

Air.  Draper.  No;  it  is  not;  the  purpose  is  to  get  seed  potatoes, 
just  to  enable  them  to  get  their  own  seeds  for  their  own  potato  crops. 

The  Chairman.  Yet  it  would  seem  like  a  build-up,  out  of  this 
year's  crop,  to  produce  seeds  for  next  year  if  they  are  ever  going  to 
get  started  in  a  businesslike  way. 

Mr.  Draper.  My  point  is  that  the  bulk  of  these  seeds  are  to  come 
from  their  o^\^l  crops. 

The  Chairman.  Here  you  have  set  down  an  increase  for  next  year 
over  this  year,  and  this  is  not  to  feed  people  for  the  fiscal  year  1948; 
equip  them  to  feed  the  people  in  1949,  and  the  results  of  this  must 
be  turned  into  food  before  September  1949. 

Colonel  Andrews.  Yes. 
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Colonel  NoRVELL.  They  have  a  total  requirement  of  seed  of  some- 
thmg  over  3,000,000  tons. 

The  Chairman.  Over  3,000,000  tons? 

Colonel  NoRVELL.  Yes. 

The  Chairman.  Of  imports? 

Colonel  Norvell.  No;  that  is  their  total  requirements.  We  are  to 
import  124,000  tons  for  the  production  of  seed  themselves. 

The  Chairman.  They  never  did  import  any  such  quantity  before, 
did  they? 

Colonel  Andrews.  The  area  from  which  production  was  received 
is  in  the  eastern  part  of  Germany,  where  they  had  enormous  seed 
farms,  which  is  now  in  the  Russian  zone.  The  Germans  had  a  very 
scientific  system  of  producing  seed.  For  instance,  with  reference  to 
wheat,  they  used  to  move  100,000  tons  of  wheat,  fresh  wheat  seed,  out 
of  that  area,  down  into  this  area,  and  we  only  have  some  three  States 
in  this  area  that  is  to  be  farmed. 

fertilizer    plants    in    the    united    states    and    GERMANY 

Mr.  Stefan.  What  report  do  you  have  as  to  the  repair  of  the 
Cactus  plant  in  Texas? 

Colonel  Norvell.  It  is  to  start  production  sometime  this  month, 
and  we  are  expecting  to  get  about  1,500  tons  from  it  in  May. 

Mr.  Stefan.  From  the  plans  that  have  been  inaugm"ated,  are  they 
stimulating  the  production  of  fertilizer  in  any  of  these  ordnance 
plants? 

Are  some  of  the  others  being  reopened  similar  to  Cactus? 

Colonel  Norvell.  That  depends  upon  the  lease.  Cactus  is  up  for 
lease  now  and  the  successful  lessee  has  the  option  to  produce  fertilizer 
if  he  so  desires  ratlier  than  sell  the  ammonia  to  be  processed  elsewhere. 

Mr.  Stefan.  That  is  up  in  the  air  then? 

Colonel  Norvell.  Yes. 

Mr.  Stefan.  So  there  is  a  question  as  to  whether  the  plants  will 
resume  operations  or  not? 

Colonel  Norvell.  It  is  pretty  generally  understood  they  will  not. 

Mr.  Stefan.  That  they  will  not? 

Colonel  Norvell.  Yes. 

Mr.  Stefan.  They  will  not  do  any  more  mixing? 

Colonel  Norvell.  No. 

Mr.  Draper.  We  have  suggested  to  the  ERP  that  if  it  were  desired 
for  the  general  world  picture,  or  rather  the  European  picture  that  it  is 
possible  to  increase  the  capacity  of  the  ordnance  plants.  We  do  not 
have  the  money  to  do  it  in  the  Army,  but  if  it  is  the  decision  of  the 
Administrator  to  get  the  fertilizer  he  needs  that  there  is  a  possibility 
of  considerable  increastsd  fertilizer  production  in  these  plants,  with 
the  introduction  of  a  certain  amount  of  capital  involved.  I  do  not 
know  what  the  c[uantity  would  be  on  that. 

Mr.  Case.  Are  you  dismantling  or  tearing  down  any  fertilizer 
plants? 

Mr.  Draper.  No  ;  we  have  never  torn  down  any  fertilizer  plants. 

Mr.  Case.  There  was  some  limitation  on  production,  was  there  not? 

Mr.  Draper.  No.  There  has  been  a  great  deal  of  misconception 
about  fertilizer  plants,  and  so  far  as  I  am  aware,  and  I  have  checked 
the  matter  personally  when  I  was  over  there,  because  there  were 
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rumors  and  reports  which  came  to  me  at  that  time,  and  they  have  been 
checked,  and  I  have  the  positive  statement  from  General  Clay  and  his 
staff  that  neither  in  the  American  nor  in  the  French  zone  has  any 
fertilizer  plant  been  dismantled. 

Mr.  Case.  What  about  the  French  zone? 

Mr.  Draper.  We  have  had  a  report  on  one  that  it  was  intended  to 
be  dismantled,  and  a  check  was  made  on  that  and  my  recollection  is 
that  that  it  was  denied. 

Mr.  Case.  The  French  were  involved  in  some  production. 

Mr.  Draper.  Yes;  at  Ophaus  there  were  a  series  of  plants  that 
were  destroyed,  but  there  was  a  tremendous  capacity  left  for  various 
kinds  of  chemicals,  and  there  was  a  story  that  some  of  the  plants  that 
were  capable  of  making  some  kind  of  fertilizer — and  I  have  forgotten 
what  it  was,  perhaps  ammonia  water 

Mr.  Case  (interposing).  Incidentally,  is  there  anythmg  proceeding 
toward  a  merger  of  the  German  zone  areas? 

Mr.  Draper.  Discussions  are  proceeding  in  London  now  which 
have  to  do  with  the  gradual  intergration  of  the  economic  policy  of  all 
of  the  zones,  although,  so  far  as  I  am  aware,  it  is  not  expected  that  the 
integration  will  be  agreed  to 

Mr.  Case.  It  is  not  expected  that  it  will  be  put  into  effect  before 
the  30th  of  June? 

Mr.  Draper.  Not  so  far  as  I  know. 

SUPPLY    OF    phosphate 

Mr.  Case.  With  reference  to  phosphate:  Can  you  get  this  much 
phosphate? 

Colonel  NoRVELL.  Yes.  That  has  been  included  in  the  balance  of 
trade  that  is  set  up  for  the  ERP;  they  can  get  that  supply.  There  is 
no  shortage  of  phosphate  rock  in  north  Africa  where  we  intend  to 
buy  the  rock. 

Mr.  Case.  That  is  where  you  are  going  to  buy  the  rock? 

Colonel  NoRVELL.  Yes,  north  Africa.  We  buy  it  there  in  order 
to  take  advantage  of  British  sliipping. 

Mr.  Case.  You  do  not  contemplate  any  exports  from  the  United 
States? 

Colonel  NoRVELL.  No. 

Mr.  Draper.  Except  this  Florida  rock  hanging  over  in  an  old 
contract. 

Mr.  Case.  That  is  a  minor  item? 

Mr.  Draper.  Yes. 

POTATO    PLANTING    IN    GERMANY 

Mr.  Case.  Have  you  been  able  to  persuade  the  Germans  as  yet 
to  slice  their  potatoes  rather  than  planting  the  whole  potatoes? 

Colonel  Andrews.  Yes;  they  have  a  lot  of  schools  under  way  in 
Germany,  have  had  for  the  past  2  years,  and  particularly  this  year, 
showing  them  why  they  should  cut  their  potatoes,  and  they  are 
cutting  them,  particularly  all  of  our  American  potatoes,  which  are 
bigger  potatoes.     The  German  potatoes  are  very  small. 

Mr.  Case.  When  that  subject  was  under  discussion  here  we  were 
advised  that  when  the  whole  potato  is  planted  it  makes  too  great  a 
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demand  on  the  soil  nutrients  to  have  the  eyes  concentrated  in  one 
spot  and  they  do  not  get  as  good  potatoes. 

Colonel  Andrews.  Their  claim  is  that  their  potatoes  are  too  small, 
although,  as  I  say,  they  have  been  cutting  them,  and  schools  are 
under  way  of  teaching  them  how  to  take  advantage  of  that  operation. 
But  they  are  cutting  the  large  potatoes  which  we  sent  over. 

Mr.  Case.  If  they  are  given  a  demonstration  of  what  will  come 
from  it  that  will  make  some  difference. 

Colonel  Andrews.  Yes.  They  have  figures  indicating  quite  defi- 
nitely that  so  far  as  small  potatoes  are  concerned,  it  does  not  make  a 
great  deal  of  difference,  but  they  do  recognize  that  it  must  be  done 
so  far  as  the  large  potatoes  are  concerned. 

Mr.  Case.  I  was  discussing  that  matter  the  other  day  with  a  gentle- 
man who  is  a  successful  potato  grower,  and  he  said  that  even  with  the 
small  potatoes  where  you  concentrate  the  eyes  into  one  spot  it  is  a 
drain  on  the  nutrients  of  the  soil. 

Colonel  Andrews.  I  believe  that  is  exactly  right. 

I  might  state  for  the  record  that  the  total  potato  seed  requirement 
is  about  3,180,000  tons  and  this  50,000  represents  mostly  replacement 
seeds. 

SUPPLY  OF  clover  SEED 

Mr.  Case.  What  about  clover  seeds,  are  they  available? 

Colonel  Norvell.  Yes;  the  indications  are  that  they  will  be  avail- 
able. The  Department  of  Agriculture  goes  over  the  requirements 
with  us  to  determine  their  availability. 

Mr.  Case.  What  about  the  root  crops?  There  are  seed  for  the  root 
crops  available;  will  they  come  mostly  from  Europe? 

Colonel  Norvell.  Yes;  we  get  some  from  the  United  States;  very 
httle. 

Mr.  Case.  The  root  crops  are  expected  to  be  secured  mostly  in 
Europe? 

"Colonel  Norvell.  Mostly  in  Europe. 

The  Chairman.  We  will  not  take  up  another  subject  until  2  o'clock. 

Petroleum  and  Petroleum  Projects 

The  Chairman.  We  will  take  up  the  item  for  petroleum  and  petro- 
leum projects,  project  130,  for  Germany,  which  you  have  set  down  as 
42  against  23. 

Mr.  Voorhees.  The  petroleum  requirements  have  been  worked  up 
by  Major  Stahlheim;  he  is  in  better  position  to  answer  the  questions 
as  to  details. 

COMPARISON  OF  REQUIREMENTS,  1948  WITH  1949 

The  Chairman.  We  have  been  given  information  to  the  effect  that 
the  total  horse  population  is  about  the  same  as  it  was  prewar,  prac- 
tically 100  percent.  Why  would  you  need  to  jump  the  petroleum 
supplies  over  1948  to  the  amounts  indicated  on  page  1209? 

I  am  going  to  ask  you  to  give  me  a  table  covering  those  figures  in 
lieu  of  the  break-down  shown  on  page  1209. 
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Major  Stahlheim.  Yes. 

The  Chairman.  \Miat  were  the  allotments  on  this  table? 

Ala j or  Stahlheim.  The  total  tonnage  for  all  products  for  1948  as 
submitted  in  the  budget  for  fiscal  year  1948  was  992,000  tons  against 
this  current  total  of  1,246,000. 

The  Chairman.  How  was  that  split?  It  seems  to  me  you  ought  to 
have  it  broken  down,  otherwise  how  are  we  going  to  know  how  much 
money  was  required  for  1948  and  1949? 

Major  Stahlheim.  We  do  have  those  figures. 

The  Chairman.  Even  this  looks  rather  bad;  it  is  almost  five-sixths 
of  what  1949  is  set  up  to  be,  and  the  money  jumps  from  22  to  42,  or 
nearly  double.     That  looks  all  out  of  line.     Maybe  I  am  wrong. 

Major  Stahlheim.  One  of  the  things  to  be  considered  is  that  the 
first  quarter  of  the  fiscal  year  1948  shows  a  considerable  part  of  the 
procurement  and  financing  was  assumed  })y  the  British.  Since  that 
time  they  have  contributed  nothing  productwise  or  dollarwise. 

The  Chairman.  Yes;  but  the  British  portion  is  included  in  the 
992,000  figure,  is  it  not? 

Major  Stahlheim.  Yes. 

The  Chairman.  What  about  that?  The  British  did  not  furnish  a 
great  lot  of  it,  did  they? 

Major  Stahlheim.  Approximately  235,000  tons. 

The  Chairman.  About  a  fourth,  just  a  little  less  than  a  quarter. 
Still  it  does  not  look  too  good.  I  wish  you  would  give  us  a  table 
on  that  showing  the  unit  cost  of  the  difi'erent  items  and  the  amount  of 
products  which  they  got  in  1948  and  the  amount  estimated  for  1949, 
because  that  looks  out  of  line. 

(The  information  requested  follows:) 

Comparison  of  fiscal  ijear  1948  budget  icith  present  fiscal  year  1949  budget  estimate  for 

bizonal  Germany 


Quantity  (metric  tons) 

Unit  cost 

Total  cost 

Item 

Fiscal 
year  1948 

Fiscal 
year  1949 

Fiscal 
year  1948 

Fiscal 
year  1949 

Fiscal 

year  1948 

Fiscal 
year  1949 

Gasoline 

Kerosene 

Diesel  oU                 .    -             - 

1  429,  742 

27, 861 

2  567, 896 

650,  450 

64,  950 

531,  230 

$39.  63 
28.38 
18.15 

$43. 19 
29.03 
20.66 

$17, 029, 812 

790, 699 

10,  308,  470 

$28, 092,  935 

1,88.1.498 

10,  975,  212 

Total  GARIOA 

1,  025, 499 

3  1,  246,  630 

28, 128,  981 
5,  939,  000 

*  40, 953,  645 

Less  British  contribution 

Total  United  States  share 

22, 189, 981 

40,  953,  645 

\(iri  militi^rv  povprnment 

22,639 

1,  024,  221 

Total  POL  Germany 

1, 025, 499 

5 1, 269,  269 

22, 189,  981 

41, 977, 866 

1 

'  Includes  104,508  metric  tons  gasoline  at  a  cost  of  $3,140,460  British  contribution. 

2  Includes  131,150  metric  tons  Diesel  oil  at  a  cost  of  $2,792,540  British  contribution. 

3  The  reasons  for  the  tonnage  increase  in  1949  over  1948  are  proposed  increases  in  economic  activity  includ- 
ing (a)  increased  fishing  fleet  activities,  (6)  continuation  of  intensified  farming,  rehabilitation  of  fertilizer 
factories,  mines,  lumbering  operations,  and  the  transportation  incident  thereto. 

*  Price  index  for  May  1,  194S,  is  20  percent  higher  than  price  inde.\  of  Aug.  1,  1947,  as  shown  in  wholesale 
price  index  published' by  U.  S.  Department  of  Labor.  Approximate  20  percent  increase  in  tonnage  as 
explained  in  note  3  above  based  on  old  prices  makes  total  $33,863,000.  Adding  the  20-percent  price  increase 
gives  an  approximate  total  of  $40,636,000.  By  using  existing  military  facilities  in  the  purchase,  storage, 
shipping,  and  issue  of  POL,  there  is  a  saving,  running  to  many  millions  of  dollars,  to  the  U.  S.  Government. 

5  The  amount  of  petroleum  used  by  GARIOA  for  all  areas  is  less  than  1  percent  of  the  total  United  States 
production.  In  meeting  the  GARIOA  requirements  for  all  i)etroloura  products  emphasis  is  placed  on 
purchasing  as  much  of  the  requirement  as  possible  outside  the  continental  limits  of  the  United  States. 
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Mr.  VooRHEES.  You  have  a  change  between  approximately 
1,000,000  and  approximately  1,250,000  total. 

The  Chairman.  No;  you  have  a  spread  from  767,000  tons  to 
1,246,000  tons  and  the  money  spreads  faster  than  the  tonnage  does, 
and  that  is  what  makes  me  feel  like  it  ought  to  be  checked  into. 

Mr.  VooRHEES.  If  you  will  take  the  first  requirement  in  the  fiscal 
year  1948,  according  to  the  supplemental  estimate,  it  was  992,000  tons. 

The  Chairman.  Of  which  the  British  furnished  225,000. 

Mr.  VooRHEES.  Yes;  but  I  am  just  giving  you  now  the  total 
requirements. 

The  Chairman.  Yes. 

Mr.  VooRHEES.  The  total  requirement  this  year  is  1,248,000  tons. 
This  is  approximately  a  25-percent  increase. 

The  Chairman.  That  is  correct,  but  the  money  jumps  more.  In 
other  words,  you  have  7.5  against  12.5  in  quantity,  but  you  have  a 
jump  from  22  to  41  in  dollars,  so  that  the  money  jumps  a  great  deal 
faster  than  the  tonnage.      That  is  why  I  asked  that  question. 

Mr.  VooRHEES.  May  I  just  give  you  a  general  statement  and  then 
let  these  gentlemen  fill  in  the  details. 

The  increased  requu-ement  is,  of  course,  related  to  the  plan  for  a 
considerable  increased  economy  over  what  they  had  last  year.  There 
is  no  question  as  to  that.  The  requirement  is  fLxed  by  the  joint  British 
and  American  estimates  of  the  requirements  for  petroleum  at  first 
hand.  I  do  not  think  we  know  here  the  detailed  basis  for  the  1 ,246,000 : 
that  is  something  that  was  worked  out  in  Germany.  We  can  get  you 
the  details,  we  can  get  them  back  if  you  wish.  But  that  is  the  over-all 
requirement. 

Now  as  to  the  question  of  costs:  For  fiscal  year  1949  we  are  buying 
it  all  ourselves.  This  procurement  is  through  the  Navy.  Almost  all 
of  our  petroleum  comes  from  sources  away  from  the  United  States 
and  is  bought  from  the  Navy — bought  from  the  Navy  at  a  very  favor- 
able price,  and  we  are  actually  given  the  bill  for  it  after  the  petroleum 
arrives  in  Germany. 

SOURCE   OF   petroleum   SUPPLY 

The  Chairman.  Is  any  of  that  petroleum  coming  from  the  United 
States? 

Mr.  VooRHEES.  Very,  very  little  in  terms  of  total  United  States 
production;  most  of  it  comes  from  the  Near  East,  I  believe. 

The  Chairman.  Does  the  Navy  have  facilities  to  buy  it  in  the  Near 
East  as  well  as  they  could  buy  it  here? 

Mr.  Draper.  Yes;  they  buy  for  the  Army  and  the  Navy,  thi'ough 
the  Army-Navy  Petroleum  Board. 

Mr.  Voorhees.  Not  only  that,  but  we  get  it  at  a  very  favorable 
price  by  taking  this  is  a  military  requirement- — a  better  price  than  we 
could  otherwise  get. 

The  Chairman.  You  will  give  us  a  table  showing  that  information. 

Mr.  Draper.  Yes.  The  real  point  is  that  prices  of  products  have 
gone  up  considerably  since  last  year.  That  has  not  been  said  as  yet, 
but  should  be  said.     We  wiU  give  you  a  table  covering  that. 

The  Chairman.  We  may  want  to  ask  some  questions  about  that 
when  the  table  comes. 
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Mr.  VooRHEES.  Would  you  wish  to  have  someone  from  the  Army- 
Navy  Petroleum  Board  here  to  explain  the  prices? 

The  Chairman.  We  will  have  to  determine  that  after  we  get  the 
table. 

Other  Supplies,  Services,  and  Equipment 

The  Chairman.  Project  160:  Page  1233  will  be  made  a  part  of  the 
record. 

(The  statement  referred  to  follows :) 

Project  160. — Other  supplies,  services  and  equipment 

part  I.  GERMANY 


Estimated  fiscal  year  1949 

Object  07 

Object  08 

Object  09 

Total 

A.   REQnREMENTS 

Reeducation  and  reorientation  i - 

$1,051,150 

$6, 189, 970 

90, 000 

1, 092, 029 

$57, 800 

$7,  298,  920 

Srhnol  sprvires  for  deoondents  ^ 

90,000 

frPTipriil  nffif^p  snnnlips  and  materials  ^ 

1,092,029 

Total  for  Germany-  _  

1,051,150 

7,371,999 

57,800 

8, 480, 949 

1  Included  under  "Reeducation  and  reorientation,"  are  documentary  films;  news  services;  translations 
and  stage  play  royalty  rights;  visual  displays  and  display  supplies;  library  books  and  materials;  photo- 
graphic supplies  and  equipment  and  newsprint.  Of  the  total  requested,  $5,432,000  is  for  newsprint  and 
other  types  of  printable  paper. 

2  Included  under  "School  supplies"  are  textbooks;  special  school  paper,  crayons  and  paints;  scientific 
apparatus,  audio-visual  aids,  etc. 

5  The  item  of  "General  oflBce  supplies  and  materials"  appears  for  the  first  time  in  a  GARIOA  budget. 
These  items  were  previously  included  in  the  appropriations  for  the  military  budget  for  the  Army. 

reeducation  and  reorientation 

The  Chairm.in.  Under  project  160,  "Other  supplies,  services,  and 
equipment,"  the  first  item  is  reeducation  and  reorientation. 

Colonel  BiNNS.  Mr.  Chairman,  with  the  permission  of  the  com- 
mittee I  would  like  to  explain  that  the  remaining  projects  which  are 
now  the  responsibility  of  the  Civil  Affahs  Division  which  include 
project  160,  "Other  supplies,  services,  and  equipment";  project  410, 
"Pay  of  civilian  employees";  project  415,  "Travel  of  civihan  employees 
and  certain  military  personnel";  project  430,  "incidental  operating 
expenses";  and  project  440,  "Maintenance  of  motor  vehicles" 

The  Chairman.  Do  you  have  a  break-down  of  those  items? 

Colonel  BiNNS.  Yes. 

The  Chairman.  May  we  have  a  copy  of  it. 

Mr.  Draper.  They  are  in  this  book. 

Colonel  Binns.  Yes,  they  are  in  the  book  in  successive  order. 

The  Chairman.  You  are  going  to  cover  all  of  them? 

Colonel  Binns.  Yes.  And  I  believe  the  committee  will  share  the 
pleasure  of  the  Department  of  the  Army's  being  able  to  tell  you  that 
since  a  year  ago,  when  these  particular  projects  were  first  submitted, 
that  throughout  the  theaters  we  have  been  able,  by  rescreening,  to 
effect  a  saving  totaling  the  amount  of  approximately  $14,000,000. 
Since  that  time  certain  actions  have  been  taken  in  the  theaters  and 
by  the  Department  of  Army  and  the  savings  have  been  effected. 
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Now  with  reference  to  project  160,  "Purchase  of  other  supphes, 
services,  and  equipment,"  with  the  permission  of  the  committee  I 
would  hke  to  explain  that. 

The  Chairman.  Very  well. 

Colonel  BiNNs.  It  consists,  throughout  all  areas,  of  three  divisions: 
First,  the  reorientation  and  the  reeducation  program.  While  the 
main  mission  of  that  project  in  all  areas  is  identical  the  approach 
differs  by  area.  So  that  taking  Germany  as  an  example:  There  we 
are  trying  to  present  the  American  way  of  life,  I  might  say,  democracy 
in  action,  to  people  who  have  been  used  to  nazism;  whereas  in  Japan 
we  are  presenting  the  same  concept  to  people  who  are  steeped  in  a 
different  type  of  ideology,  which  was  monarchial  and  feudalistic. 

And  in  Korea  and  in  the  Ryukyus  Islands  we  are  trying  to  supply 
an  educational  program  to  people  who  have  been  denied  any  access 
to  the  outside  or  to  any  education  which  would  foster  their  own  ad- 
vancement.    Basically  those  are  the  differences. 

Now,  with  reference  to  the  exact  break-downs  we  have  with  the 
different  theaters  a  rather  common  approach.  First,  we  are  requesting 
the  Congress  to  give  us  funds  to  produce  certain  films;  and  those  films 
are  made  in  this  country,  depicting  first  of  all  the  American  way  of  life 
rather  than  the  average  movie  that  is  showai  on  the  screen  and  which 
may  not  show  the  advantages  of  the  American  way  of  life. 

We  are  also  asking  for  rights  to  certain  stage  plays;  for  translation 
rights  for  educational  books,  for  raw  stocks  of  films,  documentary 
films,  and  raw  stocks  to  make  films  and  for  visual  display  materials. 

The  last  time  I  was  here  the  chairman  raised  a  question  as  to  certain 
bad  features  that  he  considered  existed  in  Austria  with  reference  to 
the  reorientation  program.  I  think  Air.  Taber  spoke  about  some 
posters  that  he  had  seen. 

The  Chairmax.  I  believe  that  was  Mr.  Case.  They  were  very 
bad,  and  I  think  a  lot  of  this  stuff  is  bad.  And  I  am  going  to  give 
you  a  brief  statement  of  what  I  have  in  mind  oft'  the  record. 

(Off  record  discussion.) 

The  Chairman.  Does  this  represent  personnel  costs  in  this  item 
for  reeducation  and  reorientation? 

Colonel  BiNNS.  No;  this  is  not  personnel. 

The  Chairman.  Wliat  is  it? 

Colonel  BiNNS.  This  is  limited  to  contractual  services,  supplies, 
materials,  and  ecjuipment. 

The  Chairman.  Do  you  know  the  kind  of  program  that  is  going  on? 

Colonel  BiNNS.  Yes,  I  do. 

The  Chairman.  Is  it  the  kind  of  stuff  the  Library  is  sending  out? 

Colonel  BiNNS.  That  is  one  of  the  points  I  wanted  to  bring  out. 
I  have  just  come  back  from  Austria.  I  have  visited  a  number  of 
control  divisions,  principally  in  Vienna — the  ISP.  I  went  there  on 
two  successive  evenings  just  to  see  what  was  going  on  and  what  was 
being  done.  And  in  a  rather  large  room,  holding  approximately  120 
people,  on  both  evenings,  at  around  5:30  in  the  evening,  the  room 
was  filled'  to  capacity.  They  were  offering  some  35  of  the  best 
American  periodicals,  not  pulp  magazines — the  usual  run  of  that  kind 
of  magazine,  but  the  good  magazines:  Cosmopolitan,  Red  Book,  and 
a  cross  section  of  the  cultural  type  of  American  magazines. 


155 

Upstairs  there  was  a  rather  large  hbrary  where  students  were  doing 
research  work.  They  were  studying.  I  talked  to  several  of  the 
students.  And  then  down  in  the  general  reading  room  I  talked  with 
a  good  many  of  the  people,  asked  them  why  they  came  there.  I 
found  out  that  some  of  them  actually  did  not  speak  English,  but  could 
read  it;  some  of  them  could  not  read  it  but  were  coming  there  to  enjoy 
the  formats  of  presentation  of  the  American  way  of  life. 

GENERAL  OFFICE  SUPPLIES  AND  MATERIALS 

The  Chairman.  General  office  supplies  and  materials:  TMiat  is 
that? 

Colonel  Bixxs.  General  office  supplies:  For  tlie  past  2  yeare  the 
money  has  not  been  budgeted  for  this  purpose,  and  these  items  have 
come  from  the  Military  Establishment;  those  supplies  have  been 
furnished  from  the  Military  Establisliment  budget,  although  no 
funds  were  included;  they  have  just  come  from  the  stocks  of  tlie 
military. 

To  be  more  precise  we  are  trying  to  bring  into  this  budget  the  costs 
which  are  those  of  the  military  government,  so  as  to  have  a  better 
accounting  system  and  so  as  to  limit  the  Military  Establishment 
charges  to  those  that  are  a  part  of  its  operation. 

The  figures  included  in  here  were  furnished  by  the  Quartermaster 
General  as  coordinated  by  its  divisions,  and  percentagewise  represent 
the  costs  of  office  supplies,  throughout  the  theaters. 

REEDUCATION    AND    REORIENTATION 

Mr.  WiGGLESWORTH.  Do  I  Understand  you  are  going  to  spend 
$7,298,000  on  the  items  for  reeducation  and  reorientation? 

Colonel  BiNNS.  I  woidd  like  to  discuss  that,  if  I  may. 

Mr.  WiGGLESWORTH.  Is  that  the  fact? 

Colonel  BiNNS.  That  is  the  fact. 

Mr.  WiGGLESWORTH.  Do  3"ou  have  a  break-down  of  those  items? 

Colonel  BiNNS.  Yes;  and  the  very  definite  answer  is 

Mr.  WiGGLESWORTH.  Where  is  that  break-down;  may  we  have  a 
copy  of  it? 

Colonel  BiNxs.  Yes.  The  reason  for  that  figure  being  high  is  that 
in  Europe  our  forces  have  been  faced  with  a  tremendous  propaganda 
campaign  by  the  Soviet. 

We  must  furnish  the  newsprint  for  our  own  papers  and  overt  maga- 
zines. And,  I  would  like  to  invite  the  committee's  attention  to  the 
fact  that  we  have  been  saving  and  will  continue  to  save  a  considerable 
amount  of  money  by  introducing  newsprint  into  the  German  economy 
and  the  Austrian  economy  and  trading  with  them  the  newsprint  for 
the  much  higher  grade  of  textbook  paper  that  we  can  use  in  printing 
textbooks  at  the  same  price  as  newsprint  would  cost;  whereas  other- 
wise the  price  instead  of  being  $180  to  $185  a  ton  woidd  run  about 
$290  a  ton  for  textbook  paper. 

Mr.  WiGGLESWORTH.  You  have  in  here  1.3  million  dollars  for  text- 
book paper. 

Colonel  BiNNs.  Yes. 
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Mr.  WiGGLEswoRTH.  And  2.4  million  dollars  for  newsprint  paper? 

Colonel  BiNNS.  Yes. 

Mr.  WiGGLESwoRTH.  And  1.2  million  dollars  for  periodicals,  book- 
let paper,  and  a  half  million  dollars  for  instructional  paper. 

Colonel  BiNNs.  Yes.  With  respect  to  the  amount  of  newsprint, 
about  25  percent  will  be  traded  within  the  local  economy,  and  we  will 
be  able  to  get  tc^itbook  paper  of  a  much  greater  value. 

Mr.  WiGGLESwoRTH.  How  much  have  you  spent  in  Germany  in 
1947  and  1948? 

Colonel  BiNNS.  In  1948  we  have  spent,  will  have  spent,  between  5 
and  6  million  dollars. 

Mr.  WIGGLESWORTH.  Tliis  is  going  up  about  25  percent? 

Colonel  BiNNS.  Yes;  the  Europeaa  theater  has  requested  an  addi- 
tional 2.5  million  above  the  previous  amount. 

I  thmk  the  committee  is  familiar  with  the  fact  that  in  Germany  we 
have  three  overt  magazines,  to  answer  a  part  of  your  question:  In 
addition  in  Austria,  we  have  in  Vienna  the  Wiener  Kurier. 

And  may  I  call  attention  to  the  fact,  Mr.  Wigglesworth,  that 
there  is  a  considerable  reduction  in  the  other  countries  versus  the  same 
set-up  in  Germany  for  the  reasons  I  have  just  stated. 

The  Chairman.  Do  you  have  any  questions,  Mr.  Stefan? 

Mr.  Stefan.  No,  Mr.  Taber,  I  do  not  have  any  now,  except  this: 
Referring  to  those  office  supplies  and  materials,  I  wonder  if  they  have 
anything  to  do  with  that  request  lor  dollar  exchange  on  the  $15,000,000 
that  was  discussed  here  the  other  day.  Do  you  remember  where  we 
were  giving  them  that  credit  for  $15,000,000  on  dollar  exchange? 

Colonel  BiNNS.  My  answer,  Mr.  Stefan,  would  be  "No."  Now,  I 
may  not  be  familiar  with  exactly  what  you  have  in  mind,  but  you 
were  not  here  at  the  time  when  I  explained  this,  and  I  might  take  a 
second  to  tell  you  what  this  is,  and  then  you  can  compare  it  and  see 
if  it  is.  This  is  to  furnish  the  general  office  supplies  to  any  office 
purely  for  the  purpose  of  military  government  and  it  represents,  in 
general,  one-third  of  the  office-supply  cost  within  the  theater. 

Mr.  Stefan.  .A.11  right.  It  has  nothing  to  do  with  what  I  was 
talking  about.     Thank  you.  Colonel. 

Pay  of  Civilian  Employees 

Mr.  Taber.  The  next  item  is  "Pay  of  civilian  employees."  Who  is 
going  to  talk  about  that? 

Colonel  Binns.  I  will,  sir.     That  is  project  No.  410. 

The  Chairman.  That  is  a  rather  elaborate  project.  I  rather  think 
that  we  will  skip  that  now  because  I  am  going  to  take  that  up  a  little 
bit  later. 

Colonel  Binns.  May  I  just  say  one  word  of  encouragement  with 
reference  to  that  project?  We  have  been  able  to  screen  that  to  the 
extent  of  $15,893,615  since  the  budget  was  ffi^st  prepared  last  August. 

The  Chairman.  I  do  not  understand  that;  that  is  a  sign  of  intelli- 
gence. 

Colonel  Binns.  At  your  convenience,  sir,  I  would  be  glad  to  try 
to  explain  it. 
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Mr.  Stefan.  Is  not  that  down  from  $50,000,000  to  $40,000,000? 

Colonel  BiNNS.  No,  sir.  Last  August  when  this  budget  was  pre- 
pared the  figure  was  $66,800,000,  and  it  is  now  down  to  $50,958,701, 
and  at  the  convenience  of  the  committee  I  can  explain  to  you  how 
that  occurs. 

The  Chairman.  The  over-all  figure  goes  down  to  what? 

Colonel  BiNNS.  The  over-all  figure  goes  down  $15,000,000.  It  is 
now  $50,958,701. 

The  Chairman.  The  other  figure  was  $20,952,000.  If  you  have 
Germany  down  $15,000,000  you  did  not  forget  the  rest  of  them,  did 
you? 

Mr.  VooRHEES.  Colonel  Binns  was  referring,  Mr.  Chairman,  to  the 
total  which  compares  with  the  budget  we  had  here  last  winter. 

The  Chairman.  But  you  say  the  total  here  of  these  items  was 
$50,000,000  before  you  made  this  cut. 

Colonel  Binns.  We  are  speaking  of  two  separate  totals.  When  this 
1949  budget  was  first  prepared  last  August  and  submitted  to  the 
Bureau  of  the  Budget  the  figure  was  66.8  million  dollars,  and  it  is 
now  50.9  million  dollars. 

Mr.  Voorhees.  This  has  been  computed  on  the  basis  of  the  pay- 
ment of  the  expenses  actually  incm-red  in  the  present  year  with  an 
adjustment  for  the  fact  that  Korea  will  be  placed  on  a  pay-as-you-go 
basis  so  that  we  will  have  to  pay  in  dollars. 

Colonal  Binns.  Yes;  and  many  other  factors  which  have  permitted 
the  present  conditions. 

The  Chairman.  We  will  get  into  that  a  little  later. 

Have  you  gotten  rid  of  any  of  this  personnel  over  there  that  looked 
like  it  was  not  necessary,  or  that  was  not  delivering? 

Colonel  Binns.  We  have  reduced  the  figure  of  the  total  actually  in 
the  European  theater  to  3,695,  sir. 

The  Chairman.  We  will  get  into  that  in  detail  later. 

Transportation  of  Civilian  Supplies 

Now,  referring  to  transportation  of  civilian  supphes,  project  420, 
I  was  going  to  take  that  up  along  with  the  travel  of  personnel  and  cover 
all  of  the  areas  at  one  time.  What  does  that  cover?  Does  that 
cover  all  the  ocean  freight? 

Mr.  Voorhees.  That  is  project  420  you  are  apeaking  of? 

The  Chairman.  Yes. 

Mr.  Voorhees.  I  have  Colonel  Gdlespie  here  on  that. 

The  Chairman.  I  will  leave  that  until  we  get  through  with  our 
friend  from  Japan. 

Mr.  Draper.  Would  you  like  to  hear  from  General  Noce  now,  sir? 

The  Chairman.  Yes. 
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Thursday,  May  13,  1948. 

Economic  Recovery  Program  for  Far  East 

The  Chairman.  All  right,  General,  we  will  be  glad  to  hear  you. 
General  Noce.  Mr.  Chairman,  I  know  that  the  committee  would  like 
to  finish  this  up  as  soon  as  possible,  so  I  will  be  as  brief  as  I  can. 
The  Chairman.  All  right. 

General  Statement 

General  Noce.  In  the  first  place,  I  am  from  Washington.  I  was  on 
a  trip  to  the  Far  East,  but  was  not  stationed  out  there.  I  do  not  want 
to  allow  any  false  pretenses  to  exist.    I  was  in  Japan  2  weeks. 

First,  Mr.  Chairman,  I  would  like  to  say  that  I  was  tremendously 
impressed  by  the  enormous  job  that  they  have  done.  Everywhere 
you  look  you  can  see  that  it  is  just  tremendous,  and  when  you  consider 
the  odds  against  which  they  worked  and  the  meager  resources  that 
they  had  it  is  even  a  greater  ]ob,  in  my  opinion. 

acceptance  or  defeat  by  Japanese 

The  most  striking  thing  of  all  was  the  way  in  which  the  Japanese 
have  accepted  defeat  completely;  they  have  accepted  it  completely. 

They  do  not  have  the  complex  of  being  pushed  around  as  the 
Germans  have  had  from  time  to  time.  They  are  very  ready  to  work 
with  the  Americans,  and  they  have  been  ready  to  work  with  them 
ever  since  the  occupation  started,  and  right  today  they  are  not  only 
willing,  but  they  are  desirous  of  doing  everything  that  they  can  to 
help  themselves  out  of  their  trouble,  and  to  do  it  along  the  lines 
that  we  lay  out  for  them.  That  is  something  that  is  hard  to  conceive. 
It  was  for  me  until  I  got  there  and  had  an  opportunity  to  see  the 
situation. 

The  demobilization  and  the  demilitarization  have  been  complete. 

elections  in  KOREA 

In  Korea  the  whole  procedure  leading  up  to  the  election  there  was, 
I  think,  a  tremendous  job. 

Those  people  had  never  voted.  We  taught  them  how  to  vote. 
They  selected  as  candidates  for  them  three  old  patriarchs  of  Korea 
who  are  not  now  living,  and  they  used  them  as  candidates,  and  said 
which  one  of  these  men  would  you  wish  to  fill  this  job,  and  then 
described  the  job  and  the  qualifications  of  the  candidate,  and  using 
those  people  as  candidates  the  people  would  fill  out  a  sample  ballot. 
The  steps  taken  by  the  Americans  to  attend  and  observe  elections 
without  interfering,  but  being  present  so  that  they  could  act  to  hinder 
any  rioting,  I  think,  was  making  tremendous  progress.  From  read- 
ing the  press  reports  I  understand  that  !J0  percent  of  those  eligible 
to  vote,  voted.  I  have  not  the  accurate  figures  on  that,  however.  I 
do  know  that  there  was  a  heavy  vote  cast,  and  considering  the  pre- 
liminary anticipation  that  there  was  of  trouble  and  the  actual  con- 
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duct  of  the  election  with  a  minimum  of  trouble  I  believe  we  made 
a  oreat  step  forward. 

Mr.  Stefan.  Did  they  have  a  liberal  representation  of  candidates 
of  one  or  the  other  parties,  or  just  one  candidate  to  vote  for? 

(ieneral  Noce.  May  I  give  this  off  the  record? 

Mr.  S:;efan".  Yes. 

(Discussion  off  the  record.) 

JAPANESE  ECONOMIC  REQUIREMENTS 

(lenei-al  Noce.  My  impression  of  further  immediate  needs  in  Jajian 
were  two  primaiy  needs,  one  the  reestablishment  of  peaceful  indus- 
tries and  for  imported  raw  materials  to  be  processed  into  finished 
goods  in  order  to  create  export  credits,  and  also  that  a  part  of  the 
goods  would  be  of  benefit  for  their  own  population  as  they  are  very 
badly  needed  there  now. 

Secondly,  the  establishment  of  a  currency  reform  based  on  a  sound 
economic  structure  so  that  the  farmer  may  trade  his  visible  assets  for 
a  currency  w^ith  which  he  may  purchase  other  visible  assets — things 
that  he  needs — and  also  so  that  labor  can  trade  his  labor  for  cur- 
rency that  is  useful  for  things  he  needs. 

Y.OU  know,  the  most  firm  basis  on  which  to  assure  such  objectives 
would  be  to  build  them  on  a  peace  treaty,  but,  as  you  know  better 
than  I  do,  such  a  treaty  does  not  seem  practicable  at  the  present  time, 
and  ma}^  not  be  for  some  time  in  the  near  future. 

Xeveriheless.  the  Far  East  and  the  East  Indies  are  in  dire  need 
of  a  market  for  their  raw  materials.  Japan,  being  the  natural  work- 
shop for  the  Far  East  is,  therefore,  a  practical  market.  But,  the 
available  factories  must  be  rejuvenated;  deterioration  must  be  halted 
prior  to  placing  Japanese  industry  in  adequate  condition  to  assume 
the  burden  of  this  additional  manufacturing. 

Except  for  coal,  Japan  has  practically  no  natural  resources  for 
export,  and  the  coal  that  they  do  export  is  of  a  low  quality. 

Japan  actually  has  need  for  imports  of  coal  of  a  higher  quality, 
but  its  industrial  capacity,  if  made  woi-kable  with  the  abundance  of 
labor  available,  should  result  in  recovery. 

The  regular  GARTOA  estimates  include  funds  for  a  ration  of 
1,425  calories  for  Japan — for  the  normal  consumer. 

Mr.  Chairman,  you  said  you  had  heard  it  18  times  about  Germany, 
but  may  I  put  in  a  plug  for  Japan  and  say  that  I  am  convinced  that 
they  do  need  this  higher  ration  if  we  are  to  get  a  satisfactory  workday 
out  of  labor. 

No  funds  for  food  are  in  the  recovery  estimates  for  the  Far  East. 

KOREA 

Korea,  or,  more  correctly.  South  Korea,  presenth'^  a  ward  of  the 
United  States  and  of  the  United  Nations,  presents  a  different  but  not 
insoluble  problem. 

This  country  is  just  recovering  from  40  years  of  Japanese  domina- 
tion. The  Japanese  policy  precluded  education  and  practice  in  gov- 
ernmental functions,  even  on  the  lowest  level.     Korea,  as  a  Avhole, 
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was  only  permitted  to  be  a  bridge  between  Manchuria  and  Japan. 
Divided  as  it  is,  today  it  is  a  sick  country,  but  convalescent.  The 
country  does  have  natural  resources  to  otter.  Even  south  Korea 
has  some  natural  resources  to  oiler.  Granted  political  stability  and 
limited  assistance  from  without,  south  Korea  will  gain  considerable 
improvement  toward  self-sufficiency. 

RYUKYU  ISLANDS 

The  current  plight  of  the  Ryukyu  Islands  which  were  devastated  by 
war  may  be  corrected  by  United  States  aid  due  to  the  strategic  value  , 
of  these  islands  to  our  national  security.     Economic  self-sufficiency  I 
for  this  chain  of  islands  is  too  much  to  expect,  but  by  choosing  the  cor- 
rect  policy  the  United  States  may  gain  the  greatest  protection  at  the 
smallest  and  therefore  cheapest  premium. 

I  have  talked  personally  to  General  MacArthur  and  General  Hodge 
about  the  economic  recovery  program,  and  they  have  both  stressed  to 
me  the  great  importance  of  this  aid;  and  they  have  asked  me  to  do 
everything  I  couhl  to  further  the  procurement  of  aid  for  economic 
recovery  for  the  Far  East. 

In  summary,  I  would  like  to  urge  the  committee  to  assist  in  every 
practicable  way  by  authorizing  the  recommended  economic  rehabili- 
tation program  for  Japan,  Korea,  and  the  Ryukyu  Islands  to  be 
sup]3orted  by  appropriated  funds  currently  being  requested  under  the 
GARIOA  appropriation. 

Such  a  program  should  be  the  responsibility  of  the  Department  of 
the  Army;  should  include  aid  for  private  informational  media  where 
warranted;  and,  finally,  the  aid  extended  to  the  subject  areas  should 
be  on  a  basis  comparable  to  that  for  the  participating  nations  of  the 
Economic  Cooperation  Act. 

That  is  all  I  have  to  say,  Mr.  Chairman. 

FOOD  rRODUCTION   IN   JAPAN 

The  Chairman.  The  food  set-up  for  Ja]jan  is  something  like  $42,- 
000,000  above  the  curi-ent  production,  and  that  for  Korea  is  about 
$5,000,000.  Do  you  know  anything  about  their  food-production 
picture  ? 

General  Noce.  I  only  know  that  they  have  made  a  great  effort  to 
make  collections  in  Japan  and  they  have  assigned  additional  officer 
teams  to  it.  I  was  advised  bv  General  Swing  tbat  they  had  been  very 
successful  with  food  collections,  which  Mr.  Voorhees  knows  about. 

The  Chairman.  Does  he  have  some  picture  of  that,  or  was  there 
someone  else  who  was  going  to  give  us  that  picture  ?  I  want  to  expe- 
dite it,  but  I  do  not  care  about  having  it  now  unless  the  general  can 
cover  it. 

Mr.  Voorhees.  We  can  give  it  to  you,  supplementing  what  General 
Fox  told  you  last  January.    We  did  not  bring  him  back,  however. 

The  Chairman.  All  right,  but  you  can  give  us  something  on  that? 

Mr.  Voorhees.  Yes,  sir. 

The  Chairman.  There  is  an  enormous  figure  in  here  for  the  increase 
in  fertilizer  and  agricultural  supplies,  an  increase  of  about  two  and 
one-half  times,  practically,  for  Japan  and  Korea. 
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ECONOMIC  PRUIiLEMS  IX  JAPAX 

Mr.  Canxox.  Mr.  Chairnum,  may  I  ask  a  question  ? 

The  Chaikmax.  Yes. 

Mr.  Caxxox.  Japan  has  always  had  a  congested  population,  and 
many  of  her  people  have  been  barel}'  above  the  lino  of  subsistence,  as 
far  as  rations  are  concerned.  Has  the  depletion  of  the  population 
by  the  war  relieved  to  any  extent  the  pressure  on  food  supply^ 

General  Noce.  Mr.  Cannon,  in  Japan  proper,  are  four  islands,  which 
we  can  refer  to  as  Japan  proper;  16  percent  of  all  the  land  is  arable. 
There  has  been  a  little  increase  in  that,  but  there  is  very  little  chance 
of  increasing;  that  because  of  the  mountains.  The  population  of  those 
islands  today  is  10  percent  larger  than  it  was  before  the  war.  There 
has  been  an  increase  in  population  by  10  percent. 

Mr.  Canxox.  Is  the  popuhition  increasing  now? 

General  Noce.  Yes,  sir;  it  is  larger  todav  than  it  was  before  the  war 
by  10  percent.  It  is  larger  by  about  6.00(1.000  to  8.000.000.  and  is  in- 
creasing at  the  rate  of  1,000.000  a  year. 

Mr.  Cax^xox.  Has  the  liberation  of  territory  on  the  continent  which 
was  formerly  occupied  by  Japan  thrown  any  of  the  Japanese  nationals 
back  upon  the  home  islands '( 

General  Noce.  Yes,  sir;  all  of  the  Japanese  were  brought  back 
from  Korea.  China,  Manchuria,  and  other  places  into  Japan,  and 
that  has  been  the  principal  cause  for  this  6,000.000  or  7.000,000  in- 
crease in  population. 

Mr.  Canxox.  If  that  is  the  case  then  the  j)ressure  on  the  food  supply 
is  even  greater  now  than  it  was  before  the  war. 

(xeneral  Noce.  So  far  as  food  is  concerned  it  is  far  greater:  yes,  sir. 

Mr.  Caxxox.  Do  you  expect  Japan  to  be  ultimately  self-sustainiiig 
with  this  increase  in  population? 

General  Xoce.  We  had  in  mind  with  this  i-ehabilitation  program 
that  sufficient  funds  might  be  made  available  with  which  to  start  fac- 
tories and  additional  Mork  to  put  this  extra  labor  to  work  to  prochice 
something  than  can  be  sold  or  bartered  for  food  to  be  brouglit  into 
Japan,  but,  even  on  the  basis  on  whicli  we  figure  the  rehabilitation 
program,  we  do  not  contemplate  that  the  Japanese  will  go  to  the 
same  level  he  was  prewar.  It  will  be  lower  than  prewar,  but  better 
than  they  have  now. 

We  also  feel  that  we  have  got  to  have' something  like  this  i)rogram 
in  order  to  put  those  people  to  work  and  remove  the  causes  for 
discontent  and  the  grounds  for  communism  and  such  things  as  that 
which  the  Japanese  are  not  too  interested  in  now,  but  if  Ave  keep  them 
for  a  long  time  on  a  low  level  and  do  not  put  them  to  work  there  will 
be  grounds  for  that  type  of  thinking. 

Mr.  Caxxox.  Japan  is,  in  the  Orient,  what  Germany  was  in  middle 
Europe,  the  processing  nation.  They  brought  in  raw  materials  and 
fabricated  them  and  exchanged  them  with  surrounding  nations  for 
food  and  other  su])plies. 

(xeneral  Xoce.  Japan  was  the  workshop  of  the  Far  East  industri- 
ally ;  yes,  sir. 

Mr.  Cax^ngn.  And  you  are  endeavoring  to  reliabilitate  Japanese 
industry? 

General  Noce.  Yes,  sir ;  that  is  the  purpose  for  which  I  appear. 
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Mr.  Cannox.  Yon  know,  our  markets  had  to  compete  with  Japanese 
products  prior  to  the  war.  They  conld  make  many  commodities,  light 
bulbs,  for  example,  at  a  fraction  of  the  cost  for  which  we  could  produce 
them  here  in  the  United  States.  Can  we  look  for  a  recurrence  of  that 
competition  ? 

General  Noce,  The  revenue  laws,  and  the  customs  laws,  and  so 
forth,  and  the  agreements  which  were  made  by  the  State  Department 
with  these  a  arious  nations,  I  think,  took  care  of  those  factors  as  far 
as  we  could. 

Mr.  Canxon.  Of  course,  if  Japan  can  be  made  a  self-contained 
nation  it  would  constitute  a  magnificent  market  for  American  prod- 
ucts, both  raw  material  and  finished  products. 

General  Noce.  Prewar  Japan  imported  from  the  United  States  dol- 
lar wise  more  than  it  exported  to  the  United  States  dollarwise.  I  am 
quite  sure  that  is  a  fact. 

EXPORT  OF  SILK 

Mr.  Cannon.  But  a  large  part  of  her  exports  at  that  time  were  silk, 
and  the  market  for  silk  has  been  almost  wiped  out  by  the  development 
of  synthetic  yarns  such  as  rayon,  on  this  side.  Do  you  think  that  the 
Japanese  silk  industry  can  be  reestablished  to  a  point  where  it  will 
form  an  appreciable  part  of  their  exports  for  foreign  exchange? 

General  Noce.  The  Japanese  are  making  every  effort  at  the  present 
time  to  increase  their  present  silk  exports.  I  could  find  no  one  who 
Avould  agree  that  they  can  ever  reach  their  prewar  silk  industry. 

Mr.  Cannon.  Is  that  due  to  limitation  on  their  productive  capacity 
or  limitations  of  the  market  abroad? 

General  Noce.  As  I  understand  it,  it  is  due  to  the  limitation  on  the 
markets  abroad,  particularly  a  market  for  women's  silk  stockings  here 
in  the  United  States. 

Mr.  Stefan.  May  I  ask  a  question  along  that  line,  Mr.  Chairman? 

The  Chairman.  Yes ;  proceed,  Mr.  Stefan. 

OVEEPOPULATION   PROBLEM 

Mr.  Stefan.  I  want  to  see  what  the  policy  is  on  population  out  there. 
In  your  2-week  experience  in  Japan,  General,  did  you  have  an  oppor- 
tunity to  talk  to  General  MacArthur  and  others  as  to  what  their  policy 
is  going  to  be  about  relieving  the  Japanese  islands  from  their  present 
overpopulation  problem;  and  if  so,  where  are  you  planning  to  send 
some  of  the  overflow  of  that  population  ? 

General  Noce.  I  did  not  discuss  that  particular  problem  with  Gen- 
eral MacArthur  directly  or  with  General  MacArthur  and  his  staff,  but 
Colonel  Sams,  who  is  the  chief  surgeon  of  military  government  there, 
gave  a  talk  in  which  he  stated  that  the  answer  to  this  increase  of 
population  is  industrialization — the  restoration  .of  industries  of 
Japan — and  he  quoted  figures  showing  that  where  a  country  was  indus- 
trialized that  the  increase  in  population  slowed  down. 

Mr.  Stefan.  Of  course,  Japan  was  pretty  well  along  the  line  of 
industrialization  before  the  war,  but  the  problem  in  Japan  has  always 
been  a  small  area  of  land  cultivation  for  food  production,  and  there 
is  not  a  big  enough  area  for  food  production  to  take  care  of  the  po])u- 
lation.  That  has  always  been  a  problem  with  the  Japanese — to  find 
-some  place  for  her  overpopulation  to  live.     Now,  then,  after  the  war. 
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we  bring  them  back  in  tliere.  Now,  we  know  that  under  the  program 
we  liaA'e  we  cannot  take  care  of  the  economic  problem  of  Japan  unless 
we  get  rid  of  some  of  the  Japanese  who  cannot  find  a  place  to  live  or 
a  place  to  produce  food  or  a  place  to  work  in  Japan.  Some  of  them 
have  to  go  somewhere  else.  Has  there  been  any  research  into  that 
at  all? 

General  Noce.  I  do  not  know  that  there  has  been. 

I  heard  in  one  other  place,  which  I  prefer  not  to  mention,  that  they 
could  use,  I  think.  7,000  Japanese  if  the  arrangement  could  be  made 
for  the  Japanese  to  migrate  to  this  place,  that  the}^  would  be  hired 
and  returned  after  the  period  of  hire  had  expired. 

Colonel  Sams  said  that  the  conditions  under  the  present  industrial 
recoA'ery  program  will  be  different  than  they  were  prewar  in  that  the 
Japanese  now  may  move  about  more  freely  than  they  could  before. 

I  am  not  familiar  with  that,  Mr.  Stefan.  I  realize  that  it  is  a 
tremendous  problem,  and  everybody  was  concerned  about  it. 

Mr.  SxEFAiV.  You  have  not  got  to  get  rid  of  some  of  them  from 
Japan  and  put  them  somewhere  where  they  will  be  able  to  farm  a  piece 
of  ground  and  to  plant  some  seed  and  raise  something  to  eat  because 
there  is  not  enough  land  in  Japan  for  the  population  now  nor  has 
there  ever  been,  as  far  as  I  can  remember.  You  have  just  got  to 
start  it.  I  just  cannot  see  the  program  of  feeding  any  occupied 
area  indefinitely.  You  just  cannot  bring  them  back  home.  They 
have  been  in  the  process  for  years  of  sending  them  away  because  there 
was  no  room  for  them  at  home.  What  is  the  birth  rate  now  in 
Japan  ? 

General  Noce.  The  rate  of  increase  in  population  is  1,000,000  a 
year. 

Mr.  Stefax.  What  was  the  population  of  Japan  prewar? 

General  Noce.  Sixty-six  million. 

Mr.  Stefan.  And  it  is  now  76,000,000  ? 

General  Noce.  It  is  78,000.000  to  80,000,000. 

Mr.  Stefan.  Even  when  it  was  60,000,000  or  66,000.000  they  had 
(hat  problem.  I  remember  when  it  was  around  40,000,000  or  45,- 
000,000,  and  they  still  had  the  overpopulation  problem  in  Japan. 

General  Noce.  It  is  a  tremendous  problem,  Mr.  Stefan.  I  do  not 
know  the  answer  to  it. 

FISH  SUPPLY 

Mr.  Stefan.  What  is  the  source  of  the  fish  supply  in  Japan,  and 
what  is  it  today  as  compared  with  what  it  was  prewar  ? 

Mr.  VooRiiEES.  It  is  about  3,000,000  tons  a  year  now. 

Mr.  Stefan.  What  was  it  prewar? 

General  Noce.  We  have  d(jne  everything  we  could  to  restore  the  fish- 
ing fleet  in  Japan,  and  we  have  used  moneys  a])iiropriated  here  in 
Congress  to  buy  nets,  lines,  rope,  and  Diesel  oil  for  the  fishing  fleet. 

We  made  an  arrangement  for  their  whaling  ships  to  go  down  to  the 
Antarctic  to  gather  whales  and  fat  to  reduce  the  food  costs,  and  we  are 
now  working  with  the  State  Department  for  an  enlargement  of  their 
fishing  area. 

Mr.  Stefan.  My  colleague  from  Missouri,  Mr.  Cannon,  is  also  inter- 
ested in  this  fish-production  problem,  so  I  would  like  to  know  what 
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was  the  extent  of  the  destruction  of  the  Japanese  fishing  fleet;  how 
much  of  it  has  heen  destroyed  ? 

Mr.  VooRHEES.  May  I  give  you  a  general  answer  to  that  question, 
Mr.  Stefan? 

Mr.  Stefan.  Yes ;  Mr.  Voorhees. 

Mr.  Voorhees.  The  problem  in  Japan  is  entirely  different  from  the 
problem  involved  in  German  fishing.  There  is  no  intelligent  compari- 
son which  can  be  made  in  Japan  between  the  prewar  condition  and  the 
present  condition  because  of  the  limitation  of  the  fishing  areas.  As  a 
lesult  of  the  arrangement  by  which  the  northern  areas — Sakhalin  and 
and  Kurile  Islands — were  turned  over  to  the  Russians,  the  Japanese  are 
forbidden  to  fish  up  there.  Because  of  the  limitations  in  the  area  of 
fishing  you  do  not  have  a  com})ai'able  situation  as  to  the  areas  in  which 
they  can  fish  compared  with  the  prewar  picture. 

Their  fishing  fleet,  as  I  understand  it,  is  adequate  to  take  all  of  the 
catch  that  can  be  gotten  from  the  fishing  area  that  they  have.  Their 
problem  is  only  concerned  with  having  sufficient  im])orts  of  the  i-aw 
materials  necessary  to  maintain  fully  their  existing  fishing  fleet. 

We  have  included  the  amount  of  $15,000,000  for  such  purposes  in 
this  budget  under  item  120,  and  we  have  also  made  about  $15,000,000 
available  out  of  1948  funds  in  order  to  enable  them  to  help  themselves. 

We  have  also  asked  the  State  Department  to  take  the  most  vigorous 
action  possible  to  find  additional  areas  in  which  the  Japanese  can  fish, 
as  that  is  the  real  problem. 

Mr.  Stefan.  You  have  not  answered  my  question  yet. 

Mr.  Voorhees.  Excuse  me. 

Mr.  Stefan.  We  understand  from  what  you  say  that  the  area  in 
which  they  can  fish  has  shrunken  and  also  the  condition  of  the  fishing 
fleet  is  such  that  you  need  a  lot  of  repairs,  such  as  hawsers  being  re- 
placed and  other  things,  but  how  much  has  it  deteriorated  since  pre- 
war, how  much  has  been  destroyed,  and  what  is  it  today  as  compared  to 
prewar? 

Mr.  Voorhees.  General  Xoce  just  hands  me  a  figure  indicating  that 
as  late  as  November  1947,  taking  all  ships  of  5,000  gross  tons,  it  is  about 
two-thirds  the  number  of  ships. 

Mr.  Stefan.  Two-thirds? 

Mr.  Voorhees.  Yes,  sir;  two-thirds.  It  is  all  of  the  ships  engaged 
in  the  fishing  area  then  owned. 

Mr.  Stefan.  I  understand  if  they  had  a  larger  area  and  they  had  a 
lot  more  ships  thev  could  go  out  farther,  and  one-third  of  them  have 
been  destroyed.     Does  that  answer  your  question,. Mr.  Cannon? 

Mr.  Voorhees.  They  can  build  additional  shi])s  if  they  have  the 
fishing  area.  It  is  the  opportunity  to  fish  which  is  the  limiting  factor. 
It  is  very  important  because  the  Japanese  protein  diet  was  in  larsre  part 
dependent  upon  soybeans  and  fish,  both  of  which  are  very  much  cut 
down. 

Mr.  Stefan.  And  what  you  need  is  manila  rope  and  abaca? 

Mr.  Voorhees.  Yes,  abaca. 

Mr.  Stepwn.  Chandler's  stuff,  most  of  it  ? 

Mr.  Voorhees.  It  is  raw  materials  which  are  needed,  I  have  here 
a  man  who  prepared  that  if  vou  wish  the  details  of  it.  These  raw 
materials  total  about  $15,000,000,  including  about  $5,000,000  of  cotton 
from  the  United  States;  about  $8,500,000  of  abaca  and  jute  from  the 
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Philippines;  and  about  i^l.4<)0,UUU  of  coir  Troni  India  and  the  Philip- 
pines. 

Afr.  Stefan.  What  is  that? 

Mr.  VooRHEES.  I  do  not  know. 

Mr.  Stefan.  Some  kind  of  fiber. 

General  Noce.  It  is  fiber  put  in  the  nets  for  repairs. 

Mr.  Stefax.  Yon  have  plenty  of  ships? 

Mr.  Vooriiees.  Yes,  sir. 

Mr.  Stefan.  But  you  want  to  get  out  farther  so  that  you  have 
more  fishing  area? 

Mr.  Vooriiees.  Yes,  sir;  it  is  very  definitely  a  circumscribed  area. 
It  would  save  us  a  vast  amount  of  money  if  we  could  get  permission 
for  a  larger  fishing  area. 

Mr.  Stefan.  Where  would  they  sjiread  to,  would  they  go  south  or 
up  toward  the  Aleutians  again? 

]Mr.  V()orhp:es.  Any  direction  they  would  let  them  go  we  would 
appreciate. 

General  Noce.  Or  the  Marianas  and  the  Carolines  west. 

Colonel  Bixxs.  Last  year  an  Antarctic  Japanese  whaling  expedition 
returned  with  the  largest  catch  of  whales  ever  recorded. 

Mr.  Stefan.  We  are  teaching  the  Filipinos  how  to  fish  now,  and 
they  are  extending  their  fishing  areas.  I  suppose  that  is  a  matter  for 
the  State  Department  to  act  on. 

Mr.  Draper.  That  is  correct. 

Mr.  Voorhees.  This  $15,000,000  for  fishing  equij^ment  is  one  of  the 
reasons  whv  project  No.  120  has  been  increased;  $15,000,000  of  it  is 
for  this  item  out  of  the  $50,000,000  increase. 

STLK  PRODUCTION 

Mr.  Stefax.  I  think  one  of  the  reasons  for  their  not  shipping  a 
lot  of  silk  over  here  is  because  their  production  in  China  has  stopped 
too.  has  it  not  ? 

General  Xoce.  It  has  been  interfered  with  to  an  extent,  but  they 
are  making  silk  there  and  also  in  Korea.  They  are  producing  silk 
and  making  it  in  all  of  those  areas. 

Japan  is  using  more  silk  in  her  domestic  economy  percentagewise 
than  before  as  compared  with  her  exports  of  silk. 

Mr.  Stefax.  Can  you  tell  me.  General,  whether  American  indus- 
tries in  Japan  are  now  setting  up  any  factories  to  send  any  of  the  stuff 
over  here  that  they  used  to  send  to  the  United  States,  such  as  textiles 
and  other  things  to  replace  some  of  the  markets  that  have  been  cut 
off  since  the  war? 

General  Noce.  I  do  not  know  Avhether  the  Americans  are  doing 
that,  but  the  Ja])anese  are  opening  them  up. 

Mr.  Stefax.  Through  the  encouragement  of  American  consumers? 

General  Xoce.  Yes,  sir.  The  sales  of  silk  in  the  United  States  dur- 
ing the  past  3  or  -i  months  of  this  year,  as  I  recall  it,  exceeded  the  total 
raw  silk  sales  last  year.  The  sales  during  the  first  ;>  or  4  months  were 
oO.oOo  bales  of  raw  silk  sold  in  the  United  States.  Prewar  there  were 
about  300,000  bales  of  raw  silk  sold  in  the  United  States,  and  30,000 
bales  of  that  went  into  things  other  than  silk  stockings,  and  the  other 
270,000  bales,  approximately,  went  into  stockings. 
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IMPORTS  FROM  JAPAN  TO  THE  UNITED  STATES 

Mr.  Stefan.  I  do  not  want  to  confine  myself  to  silk.  What  is  your 
January  record  for  imports  into  the  United  States  from  Japan? 

General  Noce.  We  have  a  record  here  somewhere  of  the  export- 
import  products  from  Japan,  but  whether  they  are  solely  to  the  United 
States,  I  do  not  have  that. 

Mr.  Stefan.  Can  you  give  us  some  items  such  as  chinaware,  toys, 
novelties,  and  the  usual  normal  trade  which  we  used  to  have  with 
Japan,  which  the  trade  is  waitino:  for  here,  and  which  is  now  demand- 
ing, such  as  chinaware,  novelties,  toys,  and  5-  and  10-cent  store 
articles,  and  so  forth  ? 

General  Noce.  We  can  put  that  in  the  record. 

(The  matter  referred  to  is  as  follows :) 

Comparison,  1934  versus  1947,  sales  of  general  imports  from  Japan  to  the  United 

States  (for  consumption) 


1.  Animal  and  animal  products,  edible 

2.  Animal  and  animal  products,  inedible 

3.  Vegetable  food  products  and  beverages 

4.  Vegetable  products,  inedible,  except  fibers  and  woods 

5.  Textile  fibers  and  manufactures 

6.  Wood  and  paper 

7.  Nonmetallic  minerals 

8.  Metals  and  manufactures,  except  machinery  and  vehicles 

9.  Machinery  and  vehicles 

10.  Chemicals  and  related  products 

11.  Miscellaneous 

Total 


1934 


$4, 
4, 
4, 
7, 

80. 
2, 
4, 
1, 

3, 
5, 


411,  741 
089, 302 
068, 175 
123, 470 
105,  864 
106, 162 
862,  590 
461,223 
989,  774 
077, 458 
667, 814 


117,  963,  573 


1947 


$562, 371 

559, 116 

2, 604, 105 

1,133,904 

1  17,455,615 

353,  873 

0 

14,  787, 356 

0 

58,028 

1,677,657 


39, 192, 025 


I'No  cotton  included.    All  cotton  was  sold  outside  the  United  States. 

Mr.  Stefan.  Is  that  demand  increasing  ? 

Colonel  BiNNS.  I  do  not  know. 

Mr.  Draper.  The  exports  are  increasing  very  definitely,  Mr.  Stefan. 

Mr.  Stefan.  I  have  no  further  questions. 

The  Chairman.  Mr.  Case. 

Mr.  Case.  Do  you  have  records  to  indicate  that  there  is  an  increas- 
ing demand  for  exports  from  Japan  ? 

General  Noce.  Only  taking  the  over-all  picture,  the  exports,  as  I 
recall  it,  last  year  were  $220,000,000. 

Mr.  Case.  It  was  not  long  ago  that  to  have  an  item  on  your  shelves 
marked,  "Made  in  Japan,"  was  a  pretty  good  may  to  insure  that  it 
would  not  be  sold,  or  that  it  would  have  to  be  sold  at  a  considerable 
discount. 

General  Noce.  They  are  marking  them  now,  "Made  in  occupied 
Japan,"  and  we  hope  that  will  have  a  little  effect  on  reducing  the  sales 
resistance  as  well  as  reducing  the  psychological  resistance. 

Mr.  Draper.  I  think,  answering  your  question,  perhaps  I  can  throw 
a  little  light  on  it.  I  have  talked  with  a  good  many  American  im- 
porters who  are  in  Tokyo  for  just  the  purpose  of  getting  the  things 
you  are  speaking  of,  processed  fish,  chinaware,  toys,  and  various 
things  of  that  kind  and  they  were  eager  to  increase  their  i^urchases 
for  this  country  and  there  is  every  effort  being  made  to  give  them 
what  they  need. 
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Mr.  Case.  I  recall  that  eA'en  before  the  war  the  Japanese  adopted 
the  tactics  of  stanipin<T  some  of  their  products,  "USA."  not  "U.  S.  A.," 
but,  '*USA.*'  It  was  merely  a  town  with  that  name,  "USA,"  to 
resemble  "U.  S.  A."  for  United  States  of  America.  So  there  is  a 
problem  of  sales  resistance  there  which  has  to  be  recof^nized. 

Mr.  Draper.  There  is  also  a  display  store  in  New  York  being  main- 
tained where  Japanese  goods  are  on  display  for  importers  to  go  there 
and  get  information  about  them,  and  for  the  purpose  of  stimulating 
trade. 

Mr.  Case.  In  the  tables  before  us  here  do  you  have  a  table  that  shows 
the  same  thing  for  Japan  that  you  talked  about  for  Germany  where 
you  showed  the  amount  proposed  by  GARIOA  and  the  amount  pro- 
posed by  the  recovery  program  ? 

General  Noce.  There  is  no  duplication ;  there  is  no  food  in  our  re- 
covery program  of  $220,000,000  for  the  Far  East. 

Mr^  Case.  All  the  food  here  is  covered  in  GARIOA? 

General  N'oce.  It  is  covered  in  GARIOA. 

Mr.  Draper.  There  is  no  duplication  as  shown  in  the  break-down. 

General  Noce.  Fertilizer  and  seed  are  bought  under  GARIOA  and 
not  under  the  recovery  program  for  Japan. 

]\Ir.  Case.  That  would  mean  the  recovery  program  in  Japan,  Korea, 
and  the  Ryukyus  would  be  administered  by  the  Army  and  not  by 
EC  A? 

General  Noce.  Yes,  sir. 

Mr.  Case.  That  is  the  reason  why  you  have  the  complete  picture  in 
one  set  of  figures  on  the  one  hand  in  GARIOA  for  relief  and  still  in 
GARIOA  for  recovery? 

authority  for  recoatery  program  in  japan 

General  Noce.  This  grew  like  Topsy  in  getting  it  under  GARIOA. 
We  initiallly  had  no  authority  for  a  recovery  program  in  Japan;  we 
felt  we  oidy  had  a  program  for  relief  in  Japan. 

Mr.  Case.  Do  you  have  authority  now  ? 

General  Noce.  We  put  in  a  separate  bill.  It  was  referred  to  the 
Foreign  Affairs  Committee  of  the  House. 

Mr.  Case.  When? 

General  Noce.  Some  time  back,  about  4  months  ago.  They  were  first 
going  to  consider  it  as  a  separate  bill.  Then  Mr.  Vorys  got  interested 
in  it  in  another  way  and  was  going  to  put  it  under  ERJP. 

Mr.  Case.  That  is,  in  a  one-package  bill  ? 

General  Noce.  Yes,  sir.  Then  they  felt  they  could  not  put  that  in 
there  without  delaying  the  whole  bill,  and  they  decided  not  to  put  it 
in.    They  felt  theyVould  not  delay  the  ERP  bill. 

Later  we  were  told  there  was  not  time  to  consider  that  as  a  separate 
authorization  and  a  separate  appropriation,  and  the  only  possible 
way  to  try  to  get  action  was  to  get  it  in  this  bill  here. 

Mr.  Stefan.  Four  months  ago  there  was  not  time  ? 

General  Noce.  Four  months  ago  they  had  a  separate  bill  and  were 
urable  to  consider  it. 

jlr.  Case.  It  was  in  the  same  shape  4  months  ago  as  the  ERP  bill 
was  6  months  ago,  was  it  not  ? 
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General  Noce.  That  is  rioflit.  There  were  hearings  by  the  House 
Foreign  Affairs  Committee,  but  they  put  them  over  to  take  up  EGA 
and  other  things. 

Mr.  Case.  Gan  you  tell  us  whether  there  was  a  separate  bill  or  any 
separation  for  the  recovery-  program  for  Ghina  G  months  ago  compar- 
able to  what  you  have  just  described? 

Mr.  NiTZE.  I  do  not  think  so — there  was  3  month  ago. 

Mr.  Gase.  Then  apparently  the  Foreign  Affairs  Committee  felt  they 
could  put  in  a  program  of  $400,000,000  or  $500,000,000  for  China  with- 
out having  a  bill  presented  or  referred  to  them,  but  they  did  not  want 
to  take  on  $220,000,000  for  the  Japanese  area. 

Mr.  Draper.  The  bill  put  in.  as  I  understand,  Avas  an  enabling  act 
covering  broad  authorities  for  all  occupied  areas  and  did  not  specify 
specific  amounts  for  Japan  and  Korea,  because,  once  that  general 
enabling  legislation  had  gone  throu.ih,  the  purpose  was  to  process 
through  the  figures  in  the  green  book  whicli  we  presented  yesterday. 

Mr.  Case.  When  this  bill  was  presented  for  the  Japanese  areas^ 
was  one  presented,  also,  for  western  Germany  at  that  time? 

Mr.  Draper.  We  had.  in  the  meantime,  prepared  a  similar  one  for 
western  Germany  last  fall,  but  when  EGA  came  along  and  discus- 
sions were  had  with  the  other  departments  of  the  Government,  it 
was  decided  by  the  executive  branch  that  the  German  picture  would 
have  to  be  included  in  any  European  recovery  plan. 

Mr.  Case.  Was  it  decided  by  the  administration  then  that  the  Japa- 
nese occupied  area  would  not  be  included? 

Mr.  Draper.  In  discussions  with  the  Bureau  of  the  Budget  and  the 
State  Department,  it  was  decided  that  this  was  a  separate  program,, 
because  they  were  considering  the  so-called  Marshall  plan  for  western 
Europe  and  not  for  Japan  and  Korea. 

Mr.  Case.  Does  this  estimate  of  $220,000,000  have  Budget  approval  ? 

Mr.  Draper.  It  has  been  before  the  Bureau  of  the  Budget,  and  the 
Budget  have  had  hearings  on  it,  and  they  told  us  this  week  that  the 
broad  language  had  their  approval. 

Mr.  Case.  Have  they  submitted  a  formal  estimate  to  Congress  2 

Mr.  Draper.  No,  sir ;  they  have  not. 

Colonel  BiNxs.  There  was  a  reason  for  that.  The  Bureau  of  the 
Budget  has  not  submitted  a  formal  estimate  because  they  were  waiting 
for  the  enabling  legislation  to  be  passed.  Now  we  are  informed  that 
the  House  and  Senate  Calendars  will  not  permit  the  consideration  of 
that  legislation.  The  Bureau  of  the  Budget,  I  am  quite  certain,  is 
finished  with  the  budget  estimate  and  has  been  for  a  considerable 
period  of  time,  but  they  did  not  want  to  submit  it  until  the  enabling- 
legislation  had  been  passed. 

Mr.  Case.  Of  course,  there  is  some  question  as  to  whether  or  not  you 
actually  have  any  legislative  authority  for  the  other  portions  of  this 
j)roposed  bill. 

Mr.  Draper.  It  was  to  cover  all  of  that,  really,  at  Mr.  Taber's  sug- 
gestion 6  months  or  more  ago,  when  they  were  getting  hold  of  this 
l)articular  bill  for  GARIOA.  and  we  did  prepare  that  original  legis- 
lation, which  was  broad  enabling  legislation. 

Mr.  Case.  I  raised  the  question  a  year  ago,  and  there  is  not  much 
question  but  what  there  is  no  legislative  a,wthority  for  us  to  provide 
anything  for  the  care  of  those  people  in  the  British  zone  or  the  French 
zone  of  Germany,  and  we  went  into  that  quite  carefully  at  that  time. 
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Mr.  Draper.  Yes.  sir. 

Mr.  Case.  In  view  of  that  and  in  view  of  the  fact  that,  in  spite  of 
that,  the  Bureau  of  the  Budget  has  not  hesitated  to  send  up  an  esti- 
mate for  western  Germany,  the  British  zone  as  well  as  the  United 
States  zone,  I  am  just  tryino-  to  determine  in  mj'  own  mind  whether 
or  not  there  has  been  an  attempt  on  the  part  of  the  Bureau  of  tTie 
Budget  to  avoid  the  responsibility  of  submitting  an  estimate,  if  this 
is  part  of  the  administration's  program,  and  if  there  is  some  hesitancy 
on  the  part  of  the  Foreign  Affairs  Committee  to  take  the  responsibility' 
of  carrying  the  authorizing  legislation  through  Congress  in  the  hope 
tliat  in  between  the  jam,  in  the  wind  up,  that  the  Appropriations 
Committee  will  take  the  bull  by  the  horns  and  take  the  responsibility' 
for  carrying  through  both  the  legislative  authorization  and  the  appro- 
priation. 

Mr.  Draper.  I  cannot  say  as  to  the  motives  of  the  congressional 
connnittee.  So  far  as  the  Bureau  of  the  Budget  is  concerned,  I  per- 
sonally have  talked,  over  the  period  of  the  last  -1  months,  on  and  oif, 
with  ^Ir.  Webb  about  the  matter,  and  I  do  not  think  there  has  been 
any  such  feeling  of  hesitation  at  all  on  his  part.  He  was  apprised  of 
the  fact  and  approved  the  original  legislation  which  would  have 
broadened  the  whole  base  and  given  legislative  authority  generallj'. 
and  at  that  time  he  was  informed  the  Japanese-Korean  program  would 
come  along  later. 

Mr.  Case.  Mr.  Chairman,  when  the  program  was  sent  up  here  for 
Germany  and  Avestern  Europe,  the  administration  took  the  responsi- 
bility of  saying  "This  is  part  of  the  United  States  foreign  policy  at 
this  time " 

Mr.  Draper.  I  should  add  one  thing  to  make  my  statemeiit  complet-e 
before  you  say  that,  because  in  the  Foreign  Affairs  Committee,  when 
there  was  delay  at  one  stage  a  couple  of  months  ago,  we  thought  of 
putting  in  a  special  bill  for  this  $220,000,000  as  a  separate  thing  with- 
out respect  to  general  legislation,  and  the  Bureau  of  the  Budget  did 
approve  that. 

Mr.  Case.  But  the  fact  is  there  is  no  legislation  for  it  now,  and, 
from  a  legislative  standpoint,  the  Bureau  of  the  Budget  has  just  as 
much  authority  to  submit  an  estimate  for  this  as  they  had  for  submit- 
ting the  program  for  the  British  zone  in  German}'.  And  when  it  came 
to  the  program  in  western  Europe,  the  Government  or  the  administra- 
tion did  not  hesitate  to  bring  General  Clay  and  Ambassador  Murphy 
back  here  and  have  testimony  by  them  l3efore  the  Foreign  Aifairs 
Committee  and  the  Appropriations  Committee.  It  seems  to  me,  in 
justice  to  the  Appropriations  Committee,  if  we  are  expected  to  give  con- 
sideration to  a  program  of  this  sort,  we  should  have  a  clear-cut  state- 
ment from  the  administration  that  this  is  part  of  the  foreign  policy  of 
the  Government  at  the  present  time,  and  really  I  think  we  ought  to  have 
that  in  clear-cut  language  when  we  take  it  to  the  floor  of  the  House. 
As  further  evidence  of  it.  if  this  is  a  recovery  program,  involving  as 
much  as  this  does,  possibly  we  ought  to  have  General  MacArthur  here 
to  nut  his  stamp  of  approval  on  it.  the  same  as  you  brought  General 
Clav  back  from  western  Germany. 

Mr.  Draper.  We  will  certainly  take  tlie  matter  up  with  the  Bureau 
of  the  Budget  immediately. 

Mr.  Case.  I  am  willing,  as  one  member  of  the  committee,  to  take 
whatever  responsibility  I  have  in  connecticm  with  it.  but  it  seems  to 
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me  when  we  go  on  the  floor  of  the  House  we  ought  to  be  able  to  say, 
"Here  is  clear-cut  evidence  that  is  part  of  the  policy  of  the  administra- 
tion, and  is  so  regarded" ;  and,  if  we  are  asked  for  dollars,  it  ought  to 
stand  on  all  fours  with  the  other  programs  in  other  parts  of  the  world. 
Mr.  Draper.  That  is  right.    I  do  not  think  there  is  any  question 

about  that. 

Mr.  Claxton.  I  think  I  can  answer  that.  So  far  as  the  Department 
of  State  is  concerned,  and  so  far  as  the  foreign  policy  of  the  United 
States  is  concerned,  we  are  in  favor  of  this  program ;  the  Department 
of  State  is  behind  it.  It  has  been  developed  by  the  Department  of  the 
Army  in  conjunction  with  the  Department  of  State  from  the  very 
beginning,  both  as  to  the  language  of  the  legislation  and  the  money 
involved.  It  was  presented  to  the  Bureau  of  the  Budget  by  the  De- 
partment of  the  Army  with  the  full  support  of  the  Department  of 
State,  and  was  presented  to  the  National  Advisory  Committee  by  the 
Department  of  State  in  ]-ehalf  of  the  Department  of  the  Army. 

So,  I  think  it  would  simply  be  a  question  of  form  to  get  the  exact 
statement  which  you  suggest.  There  is  no  disagreement  whatsoever  in 
the  administration  on  this  subject;  in  fact,  they  are  in  the  fullest 
agreement. 

The  only  reason  the  Bureau  of  the  Budget  has  not  reported  out  a 
separate  figure  for  the  money  is,  as  stated  by  Colonel  Binns,  that  they 
have  deferred  their  weighing  of  the  matter  until  there  was  enabling 
legislation  by  at  least  one  of  the  Houses,  and  it  happened  that  did  not 
occur,  for  the  reasons  stated. 

Mr.  Draper.  But  they  did  go  ahead  with  the  hearings. 
Mr.  Case.  Has  any  consideration  been  given  to  asking  General 
MacArthur  to  come  back  to  make  a  statement  on  this? 

Mr.  Draper.  No,  sir.  I  told  General  MacArthur  when  I  was  there 
we  might  well  need  someone  to  represent  him  as  principal.  I  did  not 
speak  of  him  personally. 

Mr.  Case.  I  am  not  disparaging  the  statement  or  presentation  you 
are  making  in  that  line,  but  actually  this  is  quite  a  proposal— involving 
a  quarter  of  a  billion  dollars,  practically,  to  provide  for  a  rehabilita- 
tion program  for  a  former  enemy  of  the  United  States,  over  and  above 
a  relief  program. 

Mr.  Draper.  I  agree  with  you. 

Mr.  Case.  And  if  the  Appropriations  Committee  should  be  asked  to 
take  the  unusual  load  of  carrying  both  the  authorizing  and  the  appro- 
priating for  such  a  program,'it  seems  to  me  it  would  not  be  unfair  for 
us  to  ask  for  the  clear-cut  backing  of  the  administration,  for  what- 
ever weight  may  be  given  to  it.  I  personally  think  if  we  had  a  state- 
ment by  General  MacArthur.  everybody  would  think  and  would  admit 
lie  would  be  the  person  best  qualified  to  give  an  over-all  statement.  He 
has  been  there  from  the  start. 

General  Noce.  I  can  sav  General  MacArthur  told  me  personally  he 
was  very  much  in  favor  "of  this.  By  the  way,  only  $140,000,000  of 
this  is  for  Japan. 

Mr.  Case.  That  is  not  the  question.  The  main  thing  is  you  are 
saying  this  here  in  a  closed  committee  room,  and  there  won't  be  one 
one-hundredth  of  1  percent  of  the  people  of  the  United  States  who  will 
ever  hear  of  that  or,  hearing  it,  would  give  it  nearly  the  staiiding  it 
would  have  if  General  MacArthur  came  back  here  and  said  this  should 
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be  done  as  part  of  our  foreign  policy.  That  would  be  heralded  through 
every  pai)er  in  tlie  country  and  would  give  some  support  to  it  when 
we  took  it  to  the  country. 

Mr.  Draper.  May  I  read  to  the  committee  General  jNIacArthur's  own 
language  in  a  cable  to  us? 

Mr.  Stefan.  When  is  it  dated? 

Mr.  Draper.  It  is  dated  the  24th  of  March  1948.  This  was  at  the 
time  when  we  were  trying  to  progress  it  through  the  Foreign  Affairs 
Committee,  and  I  know  it  was  included  in  the  hearings  on  the  total 
package  bill.     He  said : 

The  appropriation  "Government  and  relief  in  occupied  areas"  has  been  instru- 
mental in  prevention  of  widespread  disease  and  unrest  in  Japan  and  the  Ryukyus 
Islands.  It  has  thus  supported  our  mission  of  achieving  the  political  and  humane 
objectives  of  the  occupation. 

In  spite  of  the  almost  insurmountable  obstacles  occasioned  by  the  complete 
collapse  of  the  Japanese  economy  as  a  result  of  the  war,  a  substantial  degree  of 
industrial  recovery  has  already  been  achieved.  Further  progress  is  directly 
dependent  upon  the  importation  of  those  essential  basic  raw  materials  which  are 
not  indigenous  to  Japan  and  which,  historically,  have  always  been  obtained  from 
outside  sources.  Until  now,  no  funds  have  been  appropriated  for  financing  the 
purchase  of  such  materials. 

Such  progress  as  has  been  achieved  to  date  can  be  attributed,  in  part,  to  the 
stock  piles  of  raw  and  semifabricated  materials  which  remained  at  the  end  of 
the  war  and  which  have  now  been  largely  exhausted.  The  meager  resources  of 
raw  materials  in  Japan  have  been  exploited  to  the  maximum  extent,  and  full 
advantage  has  been  taken  of  the  opportunity  for  the  procurement  of  cotton 
through  advances  by  the  Commodity  Credit  Corporation.  Barter  arrangements 
and  private  trade  transactions  have  also  provided  some  raw  materials.  However, 
these  measures  coml)ined  have  not  been  adequate  to  provide  the  stimulus  required 
for  more  complete  recovery. 

Industrial  rectivery  must  be  accelerated  not  only  for  the  very  desirable  purpose 
of  establishing  Japan  on  a  self-supporting  basis  as  rapidly  as  ijossible  but  also  to 
provide  a  firm  foundation  to  support  the  free  political  and  cultural  institutions 
which  have  been  established.  The  appropriation  "Economic  rehabilitation  for 
Japan  and  Ryukyus,"  augmented  by  proposed  credit  arrangements  now  pending, 
is  designed  to  provide  the  means  for  financing  the  purchase  of  raw  materials 
which  will  put  Japan  firmly  on  the  road  to  recovery,  with  a  resultant  diminishing 
requirement  for  future  relief  and  rehabilitation  appropriations.  The  future  re- 
payjnent  of  appropriated  sums  to  the  United  States  is  a  problem  which  must  of 
necessity  be  reserved  for  future  consideration.  It  is  quite  possible  that  ulti- 
mately Japan  may  be  able  to  repay  the  money  now  advanced,  but  discussion 
of  such  an  issue  would  be  speculative  at  this  time. 

The  economic  recovery  of  Japan  is  a  prerequisite  to  the  economic  revival  of 
the  Far  East.  The  modest  appropriation  under  consideration  would  contribute 
materially  to  this  end  and  would  constitute  an  important  segmeat  of  the  program 
for  world-wide  economic  recovery.  It  will  hasten  the  day  when  Japan,  through 
its  own  efforts,  will  be  enabled  to  finance  its  impoit  requirements  and  thus  remove 
the  necessity  of  the  financial  underwriting  of  the  Japanese  economy  by  the 
American  peo{)le.  The  Japanese  people  are  fully  cognizant  of  the  generous  aid 
wliich  has  been  extended,  and  they  look  forward  with  hope  to  the  time  when  they 
will  no  longer  be  mendicants  but  contributors  to  the  healthy  flow  of  commerce  in 
the  markets  of  the  world. 

Mr.  Case.  What  publicity  has  that  statement  had? 

Mr.  Draper.  It  was  read  into  the  record  before  the  Foreign  Affairs 
Connnittee.  as  I  recall  it,  and  is  in  their  record,  but  it  has  not  been 
published  generally. 

Mr.  Case.  While  I  am  not  the  best-informed  IMember  of  Congress 
by  any  manner  of  means,  I  do  give  some  consideration  to  those  things 
that  bear  on  these  things.  It  may  be  possible  I  have  seen  some  refer- 
ence to  that  in  the  papers,  but  certainlj'  I  never  gave  umch  thought 
to  it,  or  it  would  have  stamped  itself  on  my  memory.    And,  if  it  did 
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not  register  with  a  jNIeniber  of  Congress,  I  doubt  if  it  i-egistered  with 
very  many  people  of  the  country, 

Mr.  Draper.  General  MacArthur  has  made  several  statements  along 
this  line  that  have  been  in  the  press  in  the  last  month  or  two. 

Mr.  Cask.  But  if  he  came  back  here  for  tlie  purpose  of  making  a 
statement  to  Congress  on  that,  it  would  be  headline  news  in  every 
paper  and  woidd  be  given  support. 

Mr.  Draper.  Yes,  sir. 

POSSIBILITY   OF   LOANS    FRO^I    THE    EXPORT-IMPORT    BANK 

Mr.  Case.  In  respect  to  this  matter  of  repayment,  would  Japan  be 
eligible  for  any  part  of  this  from  the  Export-Import  Bank  in  the 
form  of  loans? 

Mr.  Draper.  A  loan  is  not  part  of  this  program,  but  a  cotton  ar- 
rangement is  under  negotiation  now  and  has  been  for  a  long  time  and 
is  nearing  completion. 

Mr.  Case.  Is  that  part  of  this  industrial  raw-materials  item  of 
$114,000,000? 

Mr.  Draper.  Xo,  sir.  That  is  similar  to  the  private  or  other  financ- 
ing for  all  1()  countries  which  is  hoped  for  under  European  recovery 
program.  Tliat  would  be  additional  financing  but  would  in  the  end, 
of  course,  reduce  the  appropriations. 

Mr,  Case.  Has  anyone  investigated  whether  or  not  any  part  of  this 
money  might  be  taken  over  by  the  Export-Import  Bank? 

Mr.  Draper.  I  was  going  to  say  that  part  of  the  cotton  financing 
program  the  Export-Import  Bank  will  participate  in,  as  well  as  pri- 
vate banks.  The  Export-Import  Bank  would  have  $29,000,000  par- 
ticipation out  of  the  total  of  $60,000,000  for  the  cotton  loan. 

Mr.  Case,  But  that  is  exclusive  of  the  $220,000,000  or  is  it  a  part 
of  it? 

Mr,  Draper.  It  is  exclusive  of  that,  and  the  Export-Import  Bank 
tells  me  their  funds  and  authorization  are  such  that  they  could  not 
go  beyond  that  total. 

Colonel  BuEHLER,  The  program,  as  developed,  did  not  envisage 
entirely  appropriated  funds  for  Japan,  The  total  program  envisaged 
for  the  12-month  j^eriod  is  $347,000,000,  of  which  we  anticipated 
financing  $203,000,000  with  other  than  appropriated  funds.  This 
$60,000,000  cotton  credit  is  one  element  of  that  other  financing,  using 
the  ^old  pot  as  a  credit  base  for  loans  to  secure  raw  materials  of  a  self- 
liquidatii)^  nature  that  Japan  can  manufacture  and  reexport.  Credit 
also  was  given  to  barter  arrangements,  as  well  as  this  gold  pot  base  for 
securing  loans,  to  finance  $203,000,000  of  this  $347,000,000  program  for 
Japan. 

Mr.  Draper.  Which  will  reduce  it  to  $144,000,000, 

Mr,  Case.  Which  corresponds  with  the  Japanese  share  of  the 
$220,000,000? 

Colonel  Buehler.  That  is  correct. 

Mr.  Case.  Does  Japan  have  any  other  securities  or  resources  than 
this  gold  pot  which  might  be  used  as  a  base  for  additional  credits? 

Mr.  Draper.  None  that  we  have  been  able  to  discover. 

Mr.  Case.  There  are  no  securities  of  her  nationals  here,  comparable 
to  some  of  those  European  countries  ? 
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Mr.  Dhaper.  Xo,  sir.  I  was  talking  willi  Mr.  A^'eJb  of  the  Bureau 
of  the  Budget,  as  recently  as  day  before  yesterday  on  this  whole  pro- 
gram.    He  assured  me  the  Budget  was  completely  behind  us  on  this. 

Mr.  Case.  I  still  think  they  should  send  us  a  statement  to  that 
effect. 

Mr.  Draper.  Right. 

Mr.  Case.  I  am  not  questioning  your  word  for  it. 

Mr.  DiiAPKK.  T  understand.  I  asked  liim  for  that,  and  it  is  being 
processed,  and  I  think  you  are  entitled  to  that,  and  1  think  we  can  get 
it  for  you  ])robably  by  tomorrow. 

Colonel  BiNNs.  Might  I  say  in  further  explanation  of  the  unfortu- 
nate time  element  the  Army  now  finds  itself  in  with  respect  to  the 
budget,  that  I  believe  a  great  deal  of  it  was  due  to  the  willingness  of 
the  DeiJartment  of  the  Army  to  assent  to  delays  so  as  not  in  any  way 
to  impede  the  passage  of  the  economic  recovery  program  for  Europe. 

]\Ir.  Case.  When  you  use  the  term  ''Japan,''  does  that  include 
Okinawa? 

Colonel  Bixxs.  No,  sir. 

Mr.  Case.  Thcit  is  part  of  the  Ryukyus. 

Colonel  BixNs.  That  is  part  of  the  Ryukyus. 

Mr.  Case.  And  this  program  here  does  envisage  some  rehabilita- 
tion of  Okinawa? 

Colonel  BiNNs.  Yes,  sir. 

Mr.  Case.  Are  there  any  values  in  the  form  of  raw  materials  or 
concessions  or  pieces  of  property  suitable  for  use  by  the  United  States 
Government,  such  as  embassy  quarters  or  anything  of  that  sort,  which 
might  be  obtained  as  part  compensation  or  security  against  this 
advance  ? 

Mr.  Draper.  The  embassy  buildings  were  not  destroyed  during  the 
war ;  so  that  they  are  still  standing  and  are  in  good  shape. 

Mr.  Case.  We  owmed  them  in  Japan ;  did  we  ? 

Mr.  Draper.  I  believe  so.  We  built  them ;  so  we  do  own  them.  Of 
course,  there  is  not  any  question  but  what  we  could  arrange  to  get 
additional  properties  we  might  desire  or  need  for  that  purpose,  but  I 
would  imagine  that  would  not  be  of  much  value. 

arrangements  for  repayment  of  assistance 

Mr.  Case.  General  Draper,  it  is  contemplated,  then,  in  the  light  of 
oiu-  discussion  yesterday  and  of  some  of  the  discussion  today,  that  for 
these  funds  that  might  be  advanced  to  Japan,  South  Korea,  or  the 
Ryukyus  we  obtain  some  evidences  of  indebtedness  or  obligation  which 
would  be  sanctioned  by  the  governments  of  those  countries,  is  it  not? 

Mr.  Draper.  Mr.  Case,  I  have  not  been  able  to  resolve  that  point 
with  the  State  Department  or  with  our  Department  fully.  I  did  cable 
General  MacArthur  last  night,  and  he  points  out  that  under  the  exist- 
ing arrangements  there  is  in  contemplation  that  within  the  ability  to 
pay  there  would  be  repayment. 

Mr.  Case.  That  is  the  same  kind  of  run-around  that  we  got  on  lend- 
lease  at  the  outset,  and  afterward  we  were  told  it  wou.ld  have  been  much 
better  if  we  had  had  some  clear-cut  understanding.  If  it  is  a  gift, 
everybody  knows  it  is  a  gift,  but  if  we  have  some  semiloans  or  semi- 
advances,  maybe  one  or  the  other,  nobody  knows  what  it  is. 
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CIVILIAN  PERSONNEL  IN  GERMANY 

The  Chairman.  I  think  we  will  now  take  up  the  civilian  picture. 
How  many  people  do  you  now  have  in  Germanj^  on  the  pay  roll — 
United  States  citizen  employees? 

Mr.  Draper.  We  have  brought  Colonel  Dubbelde  from  Germany  on 
this  subject.  Would  you  like  him  to  make  a  short  statement  first,  or 
do  you  want  to  ask  questions? 

Colonel  Dubbelde.  I  have  a  short  statement,  and  I  can  start  out 
with  that. 

The  Chairman.  Go  ahead. 

CHRONOLOGY  OF  CI\T:LIAN  PERSONNEL  STRENGTH 

Colonel  Dubbelde.  Prior  to  World  War  II.  no  organization  was 
provided  in  the  Militaiy  Establishment  nor  were  any  personnel  specifi- 
cally earmarked  for  militar}^  government  in  occupied  areas.  Shortly 
after  the  entrance  of  the  United  States  into  the  war,  personnel  were 
recruited  and  trained  in  special  schools  and  colleges  for  duty  in  mili- 
tary government  detachments  designed  to  operate  immediately  behind 
a  fighting  army  in  libei-ated  countries.  The  bare  nucleus  of  a  staff 
designed  for  employment  in  occupied  areas  was  likewise  assembled. 
In  general,  all  personnel  selected  for  military  government  duty  were 
inducted  in  the  armed  forces.  After  VE-day,  it  was  anticipated  that 
the  Department  of  the  Army  would  be  relieved  of  the  responsibility 
of  military  government,  accordingly  plans  were  made  to  convert  the 
military  government  staff  in  Germany  from  military  to  civilian.  In 
order  to  give  you  a  picture  of  the  trend  of  personnel  employed  in 
Germany,  I  invite  your  attention  to  this  chart.  For  comparative  pur- 
poses the  latest  available  personnel  strength  of  the  British  and  French 
nre  also  shoAvn.  The  I'^nited  States  zone  of  occupation  contains  ap- 
proximately 17,200,000  Germans  and  covers  107  square  kilometers  of 
territory ;  the  British  zone  has  approximately  22,300,000  Germans  and 
99  square  kilometers  of  territory ;  and  the  French  zone  has  approxi- 
mately 6,000,000  Germans  and  43  square  kilometers  of  territory. 

PROPOSED  CIVILIAN  STRENGTH,  FISCAL  YEAR  194  9 

The  planned  civilian  strength  for  fiscal  year  1949  is  3,695  people. 
Of  this  number,  155  are  required  to  staff  our  schools  for  American 
children.  Forty  will  be  used  in  the  office  of  the  Civil  Affairs  Division 
primarily  in  connection  with  the  military  responsibility  for  care  of 
displaced  persons,  and  3,500  will  be  used  to  staff  the  Office  of  Military 
Government  and  its  affiliated  agencies,  such  as  the  Bizonal  Control 
Office  and  the  Joint  Import-Export  Agency.  The  estimates  contem- 
plate that  all  positions  will  be  occupied  by  civilians. 

When  the  budget  was  prepared,  it  was  assumed  that  the  War  Crimes 
Tribunal  in  Nuremberg  would  have  completed  its  mission  prior  to 
the  beginning  of  fiscal  year  1949,  however  primarily  due  to  extensions 
requested  by  defense  counsels,  it  now  appears  certain  that  the  last  trial 
will  not  be  completed  until  September.  After  the  last  decision  is 
announced,  a  small  residual  force  will  be  required  to  complete  the 
close-out  of  all  related  records. 
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The  bipartite  organization  located  in  Frankfnrt  is  a  joint  United 
States-United  Kingdom  intergrated  operation.  Under  the  terms  of 
the  fusion  agreement,  each  participating  Government  furnishes  50 
percent  of  tlie  necessary  stafl. 

As  of  July  1,  11)47.  civilian  employment  totaled  3,469  and  military 
l>ersonnel  numbered  1,648,  making  a  total  employment  of  5,117. 

ANALYSIS    or   POSITIONS    BY   GRADES 

The  estimate  of  personal  services  requirements  submitted  for  fiscal 
year  1949  provided  a  total  of  ?>.695  positions.  Of  the  total  number 
of  positions  recjuired.  58  percent,  or  2,143  fall  in  wage  brackets  the 
equivalent  of  CAF-9  or  above.  Although  this  appears  to  be  a  large 
percentage  of  positions  in  the  upper  wage  brackets,  any  such  analysis 
must  take  into  consideration  the  indigenous  personnel  employed  by 
military  government.  It  is  estimated  that  8,000  indigenous  employ- 
ees will  be  engaged  by  military  government  in  fiscal  year  1949.  From 
90  to  95  percent  of  these  employees  perform  duties  the  nature  of  which 
is  equivalent  to  that  in  grades  CAF  1  to  8.  The  balance  are  engaged 
in  work  of  a  technical  nature  which  would  fall  in  higher  wage  brackets 
were  they  paid  from  appropriate  funds  according  to  the  Classification 
Act.  When  the  indigenous  employees  are  added  to  the  Ignited  States 
positions,  it  will  be  noted  that  the  ratio  of  employees  CAF-9  or  above 
to  total  positions,  is  only  18  percent.  \t  is  believed  that  this  per- 
centage compares  favorably  with  other  agencies  of  government  in  the 
zone  of  interior. 

RECRUITING   DimCULTIES 

It  has  been  our  experience  that  the  kind  of  people  we  want  and  need 
are  in  many  instances  unwilling  to  give  up  a  permanent  job  in  the 
United  States  for  one  which  they  feel  is  indefinite.  ^Military  govern- 
ment is  considered  a  temporary  organization  subject  to  frequent  re- 
organization and  reduction  in  force.  There  is  no  assurance  of  per- 
manency of  employment.  The  expense  of  moving,  estimated  at  ap- 
proximately $1,000,  the  necessity  for  renting  or  otherwise  disposing 
of  their  properties,  separation  for  an  indefinite  period  from  friends 
and  relatives,  all  have  a  deterring  effect  on  our  recruiting  program. 

While  every  effort  is  made  within  the  means  available  to  make 
living  conditions  as  comfortable  as  possible,  many  bachelors  or  those 
who  do  not  elect  to  bring  their  families  with  them,  contrary  to  their 
normal  living  standards  at  home,  must  share  apartments  with  two  or 
three  other  emploj'ees.  In  some  conmiunities,  due  to  housing  short- 
ages, individuals  are  often  quartered  two  or  three  to  a  room,  and  often 
as  many  as  five  or  six  share  a  community  bathroom. 

The  present  political  situation  has  created  in  the  minds  of  some 
people  a  sense  of  fear  which  may  or  may  not  be  unwarranted.  They 
at  least  are  unwilling  to  subject  their  dependents  to  an  unforeseeable 
danger  and  are  unwilling  to  go  to  Germany  without  them.  Many  of 
our  employees  come  at  a  great  personal  sacrifice,  both  financially  and 
personally. 

RECRUITING  PROCEDURE 

ISIilitary  government  operates  under  civil-service  procedure  as 
directed  by  the  Secretary  of  the  Army.    The  normal  requirements  for 
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position  classifications,  wages,  salaries,  placement,  and  tiainin<>'  are 
closely  followed.  Base-pay  salaries  are  in  line  with  similar  positions 
in  the  United  States.  There  are  many  positions  in  military  govern- 
ment that  are  not  covered  in  Department  of  the  Army  civilian  per- 
sonnel standard  job  descriptions  due  to  the  fact  that  they  are  peculiar 
to  military  government  and  have  no  counterpart  in  the  United  States* 
Job  descriptions  for  these  positions  are  carefully  drawn  up  and  stand- 
ards are  set  along  the  same  lines  as  those  used  in  the  established  normal 
positions.  The  key  positions  in  military  government,  especially  the 
advisers  and  division  heads  require  personnel  who  in  civilian  life  in 
the  United  States,  receive  salaries  from  $15,000  to  $30,000  or  more 
annually.  As  a  consequence  of  the  $10,000  per  year  limitation  for 
Government  emplo3^ees  in  overseas  areas,  many  people  who  would  be 
willing  to  accept  employment,  cannot  financially  anord  to  do  so  and 
those  that  have  are  making  great  personal  sacrifices. 

INTERN  PROGRAM 

To  overcome  some  of  the  difficulties  in  obtaining  competent  per- 
sonnel particularly  in  those  fields  which  have  no  counterpart  in  the 
United  States  the  military  governor,  in  April  1946,  established  a  train- 
ing program  for  selected  individuals.  The  purpose  of  the  program 
is  to  develop  career  milit"ry  government  {)ersonnel  to  assure  con- 
tinuity of  policy  and  to  offs<;t  administrative  dithculties  encountered 
in  recruiting  highly  qualified  personnel.  Graduates  of  American  uni- 
versities, both  men  and  Avomen,  between  the  ages  of  21  and  30,  are 
carefully  screened  by  personnel  specialists  to  determine  whether  they 
meet  the  high  requirements  established.  A  superior  academic  record 
and  evidence  of  outstanding  potential  in  the  fields  of  economics,  politi- 
cal science,  finance,  and  civil  government  are  required.  The  greater 
majority  of  those  selected  are  veterans  of  World  War  II.  They  are 
appointed  with  a  minimum  personnel  rating  wnth  a  salary  of  $3,306  and 
must  agree  to  serve  a  minimiun  of  2  years.  The  intern  follows  a  pre- 
scribed schedule.  His  first  year  is  devoted  to  training,  which  develops 
a  broad  over-all  understanding  of  military  government  policies  and 
functions.  He  becomes  familiar  with  all  levels  of  military  government 
operations  from  the  Allied  Control  Authority  down  to  and  including 
the  operations  of  the  liaison  and  security  detachments.  The  training 
program  is  flexible  and  allows  for  development  of  individual  lines  of 
endeavor  and  interest.  At  the'  conclusion  of  the  training  year,  pro- 
vided his  progress  has  been  satisfactory,  the  intern  is  assigned  to  the 
division  the  functions  of  which  he  demonstrated  the  greatest  capacity. 
The  select  standards  and  surveillance  given  these  interns  has  paid  divi- 
dends. Up  to  the  present  time,  only  1  individual  out  of  87  appointed 
has  been  disqualified.  Twenty-four  have  completed  their  training  year, 
40  have  completed  7  months  m  training,  20  have  less  than  7  months  in 
training,  1  was  separated  for  emergency  reasons,  and  2  have  separated 
for  illness. 

CIVILIANIZATION  OF  MILITARY  GOVERNMENT  EMPLOYEES 

Early  in  1046  the  military  governor  decided  to  inaugurate  a  pro- 
gram of  civilianization  of  the  military  government  staff.  Since  the  be- 
ginning of  the  program,  to  date,  1,257  military  personnel,  officers  and 
enlisted  men  (primarily  officers),  have  civilianized  and  taken  posi- 
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tions  in  military  goveriinieiit.  Most  of  this  personnel  continued  in  the 
position  held  by  tiioni  at  the  time.  Of  that  number,  approximately 
l,00t)  are  still  with  military  ijovennnent.  Until  February  of  this  year, 
only  military  personnel  were  utilized  in  the  liaison  and  security  de- 
tachments. It  is  now  felt  that  conditions  permit  the  civilianization 
of  that  group.  During  the  mouths  of  February,  March,  and  April, 
418  candidates  have  been  intei-viewed  by  a  specially  appointed  board. 
Two  hundred  and  sixty-six  of  the  personnel  interviewed  were  mili- 
tary, and  ir>2  were  civilians  whose  original  positions  had  been  de- 
clared surplus.  Of  the  number  who  appeared  before  the  board,  210 
were  found  qualitied  of  which  122  were  military  and  88  civilians. 
Of  the  number  qualified  initially,  208  accepted,  144  military  and  04 
civilians.  Subsequently  5o  declined.  Of  those  who  declined,  the 
majority  were  military  and  did  so  due  to  the  present  political  situation, 
because  they  felt  that  they  should  remain  in  the  military  service.  The 
others,  both  military  and  civilians,  declined  because  they  were  dis- 
satisfied with  the  rating  and  salary  offered. 

In  summarizing,  I  would  like  to  say  that  every  effort  is  made  to 
operate  with  the  minimum  number  of  personnel  and  to  obtain  the 
highest  qualified  employee  possible. 

CrVILIAX   PERSOXXEL   IX  GERMAXY 

With  reference  to  the  trend  in  our  personnel  employed  in  Germany, 
]\Ir.  Chairman,  I  call  your  attention  to  the  large  chart  giving  the 
personnel,  at  this  point,  in  May  1940.  This  show^s  a  downward  trend. 
This  shows  the  number  of  personnel  at  that  date. 

The  number  of  British  and  French,  as  of  December  31,  1947,  is 
something  like  this  [indicating  on  chart]. 

The  Chairmax.  You  mean  that  the  over-all  personnel  is  down 
somewhere  to  approximately  3,000? 

Colonel  DuuBKLDE.  It  will  be  down,  for  the  military  government,  in 
Germany,  it  will  be  at  this  figure. 

The  Chairmax.  By  the  military  government  that  means  what  is 
paid  out  of  this  fund. 

Colonel  DuBBELDE.  That  is  right. 

The  Chairmax.  That  means  United  States  citizens? 

Colonel  DuBBELDE.  That  is  right. 

The  Chairmax.  It  does  not  cover  indigenous  personnel? 

Colonel  DuBBELDE.  No ;  it  does  not. 

Mr.  Stefax.  How  many  of  those  are  there  ? 

Colonel  DinjBELDE.  They  are  not  paid  in  dollars.  There  will  be 
about  8,000  German  employees;  and  around  3,500  United  States 
citizens. 

Mr.  Draper.  They  are  paid  by  the  German  Government. 

Colonel  Dubbelde.  Yes. 

Mr.  Stefax.  That  number  has  gone  down,  you  sav,  to  $3,000? 

( 'Olonel  Dubbelde.  Three  thousand  five  hundred.  ^  This  black  line 
indicates  the  strength  at  the  beginning  of  May  1940,  the  total 
United  States  persoimel,  both  militarv  and  civilian  emplovees,  fnMu 
May  1946  down  to  December  1946,  June  1947,  December"  1947,  and 
the  plan  also  for  the  fiscal  year  1949 ;  on  June  30,  1948,  3,500. 

The  Chairmax.  The  way  that  blue  appears,  offhand  it  would  seem 
as  if  it  were  increasing  rather  than  decreasing. 
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Colonel  DuBBELDE.  Not  in  this  area,  Mr.  Chairman. 

Mr.  Draper.  As  you  reduce  the  military  they  are  replaced  with 
civilians,  although  some  of  them  stay  when  they  become  civilians. 

The  Chairman.  You  have  a  great  bunch  over  there  who  ought  to 
be  out.  An  examination  of  that  list  will  show  all  sorts  of  folks 
that  never  ought  to  have  been  on  the  pay  roll  over  there. 

Mr.  Draper.  I  would  like  to  make  a  statement  in  that  connection, 
Mr.  Chairman,  that  in  view  of  questions  that  have  been  raised,  the 
Department  of  the  Army  proposes  to  get  the  best  personnel  officer 
of  one  of  the  big  corporations  in  this  country,  the  best  that  we  can 
obtain  in  this  country,  to  go  over  there  as  soon  as  we  can  get  the 
work  lined  up,  to  confer  with  General  Clay  and  his  staff  on  this  w^iole 
problem  of  the  type  of  personnel  tests  'that  should  be  adapted  to 
secure  the  proper  personnel  and  the  methods  of  procuring  that  per- 
sonnel ;  and  another  thing,  to  see  whether  the  present  United  States 
civil-service  requirements  which  now  apply  should  appropriately  be 
applied  in  the  interest  of  getting  the  best  possible  personnel. 

After  that  study  is  made,  we  propose  to  see  if  some  better  way 
of  setting  up  our  own  personnel  methods  can  be  put  into  operation 
in  order  to  improve  the  caliber  and  character  of  the  personnel. 

Mr.  Stefan.  Have  you  got  the  man  picked  ?  That  request  to  get 
rid  of  some  of  them  was  made  a  year  ago. 

The  Chairman.  The  officer  personnel  is  down,  but  the  civilian  seems 
to  be  up,  and  the  list  that  I  got  indicated  there  were  a  lot  of  those 
people  who  ought  never  to  have  been  over  there. 

Mr.  Draper.  We  will  give  him  all  the  technical  help  he  needs,  and 
1  am  sure  he  can  get  the  cooperation  of  the  Army  staff. 

Colonel  Dubbelde  may  be  able  to  estimate  the  number  of  officers  a 
year  ago,  6  months  ago,  as  well  as  the  civilians.  Do  you  have  those 
figures  ? 

Colonel  Dubbelde.  I  do  not  have  them  with  me. 

The  Chairman,  This  does  not  relate  to  that  item,  but  have  you  ever 
had  in  a  consulting  capacity  or  otherwise  a  top-notch  man  in  steel 
making  from  the  United  States  ? 

Mr.  Draper.  Yes. 

The  Chairman.  And  have  you  ever  had  a  top-notch  coal  man? 

Mr.  Draper.  Yes.  In  the  steel  section,  we  had  that  section  headed 
up,  during  the  first  year  and  a  half  when  I  was  over  there,  by  Mr. 
Kufus  Wysor,  president  of  the  Republic  Steel  Co.  We  also  had  in 
that  section  Mr.  Peter  Martin,  of  Carnegie  Steel,  and  about  five  or 
six  other  top  steel  people  of  this  country. 

Then  we  had  a  man  from  one  of  the  principal  copper  companies. 
We  also  had  the  vice  president  of  the  Aluminum  Co.  of  America — 
I  have  forgotten  his  name — in  connection  with  aluminum  reparation 
matters. 

Then  we  had  a  man  from  the  Anaconda  Copper  Co.,  the  vice  presi- 
dent of  Anaconda,  a  Mr.  Kelly.  And  also  another  man  from  one  of 
the  big  copper  companies.  There  was  a  group  of  about  40,  and  I  pre- 
sume all  of  them  were  getting  a  lot  more  than  we  paid  them.  They 
Avent  over  there  on  patriotic  grounds,  practically  all  of  them. 

Then  in  coal,  we  had  a  Mr.  Moses,  who  was  president  of  one  of  the 
big  coal  companies 

The  Chairman.  Did  you  have  anyone  from  the  Pittsburgh  area? 

Mr.  Draper.  Yes:  we  had  one  man  who  was  over  there  for  about  2 
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years.  I  will  have  to  supply  the  names.  This  man  worked  very 
closely  with  me;  he  has  been  vice  president  of  that  company. 

Then  we  had  a  man  equally  good  from  another  company — a  Mr. 
Estill,  and  the  reports  that  come  to  me  is  that  he  is  doing  a  bang- 
up  job. 

Then  we  had  a  Mr.  Collins. 

(Off-record  discussion.) 

COAL  PRODUCTION  IN  GERMANY 

The  Chairman.  The  coal  figure  seems  to  be  up  to  about  90,000,000 
tons  of  hard  coal  as  against  prewar  of  118,000,000.  That  is  not  so 
bad. 

Mr.  Draper.  I  do  not  think  it  is  quite  up  to  the  90  figure  as  yet. 

The  Chairman.  It  looks  like  it  is  close  to  it. 

Mr.  Draper.  That  is  the  estimate  for  the  next  year,  I  think. 

The  Chairman.  What  is  it  currently?     Does  anyone  here  know? 

Mr.  Draper.  I  think  it  is  running  about  seventy-five  or  eighty 
thousand. 

The  Chairman.  Seventv-five  or  eighty  thousand;  that  is  about  two- 
thirds? 

Mr.  Draper.  Yes. 

The  Chairman.  If  it  is  80,000,  it  is  just  two-thirds. 

Then  steel  is  only  up  about  one-third? 

Mr.  Draper.  Less  than  that.  It  has  reached  a  rate  of  about  4.2, 
I  think. 

The  Chairman.  4.2  million  is  less  than  a  third. 

Mr.  Draper.  That  is  right. 

The  Chairman.  Industrial  production  is  down  around  35  percent? 

Mr.  Draper.  Forty-eight  percent. 

The  Chairman.  And  your  basic  item  of  steel  is  what? 

Mr.  Draper.  Only  30  percent.     The  reason  for  that 

The  Chairiman.  I  suppose  there  are  a  lot  of  reasons,  but  I  thought 
maybe  we  might  be  able  to  suggest  some  idea  how  the  production 
could  be  increased.  Do  you  have  a  little  more  information  on  that 
angle  ? 

Mr.  Draper.  Colonel  Wilkinson  can  tell  you  about  that.  He  ought 
to  be  here  in  just  a  few  minutes. 

INCENTIVE   TO    STEEL   AND    COAL   WORKERS 

Mr.  Case.  Are  you  offering  the  same  incentive  to  workers  in  steel 
that  you  give  to  the  coal-mine  workers? 

Mr.  Draper.  Xo;  we  are  not.  We  just  do  not  have  enough  to  go 
around.  We  have  had  complaints  from  steelworkers,  we  have  had 
complaints  from  transportation  workers,  who  say  their  job  is  just  as 
about  as  hard  as  that  of  the  coal  miners.  We  have  also  had  complaints 
from  miners  in  other  mines,  who  say  they  work  under  the  ground, 
taking  potash  or  something  else  out  of  the  ground. 

Of  course,  if  we  tried  the  incentive  program  generally  and  scattered 
it  too  widely  it  would  have  no  results  anywhere. 

Mr.  Case.  I  recognize  that,  but  as  long  as  you  are  using  the  in- 
centive to  increase  the  production  of  coal,  and  since  steel  and  coal  are 
important  items  of  production,  naturally  the  workers  will  be  attracted 
to  the  coal  mines. 
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Mr.  Draper.  That  is  true.  We  do  feel  that  Ave  had  to  do  it  first 
to  attempt  to  get  coal,  and  that  is  essential  in  order  to  <ret  steel. 

Mr.  Case.  Is  not  this  figure  in  steel  also  a  reflection  of  the  fact 
that  the  emphasis  on  coal  has  been  started  for  export  of  coal  above 
the  normal  so  the  French  could  have  coal  for  their  steel  mills  rather 
than  have  the  production  of  steel  in  Germany  ? 

Mr.  Draper.  Not  under  our  policy;  our  policy  is  not  intended 
to  do  that,  but  actually  I  think  there' is  something  in  what  you  say. 
As  you  know,  there  was  an  international  agreement  on  the  amount 
to  be  exported,  and  the  French  liave.  from  the  beginning,  tried  to 
export  practically  everything,  and  the  British  and  ourselves  have 
fought  that. 

Mr.  Case.  The  French  want  the  Germans  to  produce  coal  for  them 
to  build  up  their  steel  production. 

Mr.  Draper.  There  is  no  question  about  that,  from  two  points  of 
view :  First,  to  get  the  steel  business,  and  also  to  prevent  the  Germans 
from  enlarging  theirs.  We  have  had  to  disregard  the  French  when 
we  set  up  this  program  for  steel. 

Mr.  Case.  But  those  are  some  of  the  things  which  could  explain 
not  reaching  the  target  of  prewar  ? 

Mr.  Draper.  Those,  plus  a  third  reason,  which  is  that,  in  speaking: 
of  coal,  the  coal  is  there.  Steel  does  require  not  only  coal  but  a  lot 
of  other  things  over  the  low  value  of  indigenous  ore. 

Mr.  Case.  Your  lag  comes  more  nearly  in  the  finished-product 
items  that  require  skilled  labor. 

Mr.  Draper.  Yes.  Fi'om  the  economic  point  of  view,  the  exporting 
of  coal  rather  than  the  production  of  coal  is  not  the  best  thing  to  do. 

Mr.  Case,  What  are  you  getting  for  the  coal — $15  ? 

Mr.  Draper.  The  average  is  about  $15. 

Mr.  Case.  What  is  the  average  cost  of  production? 

Mr.  Draper.  The  average  cost — I  think  they  have  raised  the  price 
of  coal  in  Germany  recently  and  have  put  it  up  to  about  10  reichmarks 
a  ton.  Recently  it  cost  about  30,  and  I  think  they  raised  it  to  25. 
Of  course,  30  reichmarks  against  an  average  of  $15 — there  is  no  rela- 
tionship. 

The  Chairman.  At  the  present  time  you  say  you  have  3.500  on  the 
roll? 

Colonel  DuBBEEDE.  That  is  the  contemplated  program  for  next 
year. 

The  Chairman.  How  many  have  you  noAv? 

Colonel  BiNNS.  Civilians  in  military  government,  3.148. 

The  Chairman.  At  the  present  time? 

Cohmel  BiNNS.  Yes.    That  figure  was  as  of  the  31st  of  December. 

Mr.  Draper.  That  is  exclusive  of  the  military  ? 

Colonel  BiNNS.  That  is.  for  the  military  government  only. 

The  Chairman.  That  is  civilian  personnel.  That  is  what  I  was 
asking  for. 

Colonel  BiNNs.  The  militai'v  personnel  would  brino-  that  number  u]> 
to  5,056. 

personnel  E^MPLOYED  in  GERMANY 

The  Chairman.  At  tlie  present  time  you  have  military  persoimel 
of  1,608  ? 
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Colonel  BiNNS.  It  should  be  1,480. 

The  CiiAiRMAX.  You  expect  to  have  the  military  personnel  out  of 
that  operation  soon ;  is  that  right  ? 

Colonel  DuBBELDE.  That  is  the  plan;  ves. 

The  Chairman-.  But  not  by  the  1st  of  July? 

Colonel  DuBBELDE.  By  the'  1st  of  July.  There  will  be  a  few  excep- 
tions, of  course.  General  Clay  and  some  of  the  top-flight  officers  will 
still  be  there. 

The  Chairmax.  Are  you  in  that  group  ? 

Colonel  DuBBELDE.  I  am  not  with  the  military  government.  I  am 
in  what  is  considered  the  Army  operations. 

Mr.  Case.  Are  you  up  to  the  authorized  ceiling  of  your  personnel? 

Colonel  DuBBELUE.  We  have  no  authorized  ceiling  other  than  that 
established  by  ourselves  within  the  various  offices. 

Mr.  Draper.  But  you  are  lielow  the  authorized  appropriation 
ceiling  ? 

Colonel  Dfbbelde.  Yes. 

Mr.  Case.  That  is  what  I  understood. 

Colonel  Dubbelde.  Yes. 

Mr.  Case.  And  you  have  been  below  it  throughout  the  year  ? 

Colonel  Dubbelde.  Yes. 

Mr.  Case.  How  much  below,  in  terms  of  dollars  ? 

Colonel  BiNNS.  The  answer  to  that,  relatively,  is  very  small.  It 
is  such  that  when  I  first  came  back  from  Germany  after  Colonel  Dub- 
belde and  I  examined  the  accounts,  to  include  the  turn-over  at  the 
end  of  the  year,  we  felt  there  was  no  substantial  saving  that  would 
accrue  from  pay,  whereas  previously  we  had  accrued  something  over 
$4,000,000. 

Mr.  Case.  That  is  for  United  States  personnel,  or  does  that  include 
indigenous  personnel  ? 

Colonel  BixNS.  United  States  personnel.  The  indigenous  person- 
nel are  paid  in  Reichsmarks,  and  not  from  appropriated  funds. 

]Mr.  Case.  This  principally  relates  to  United  States  jjersonnel. 

Colonel  BixNS.  To  United  States  personnel  and  a  very  few  Allied 
personnel.  As  a  matter  of  fact,  we  have  something  like  197  Allied 
personnel. 

Mr.  Case.  Are  the  British  employees  paid  by  the  British  ? 

Colonel  BiNXS.  Some  of  them  work  for  us;  we  have  some  Belgians, 
some  French,  and  some  English. 

Colonel  Dubbelde.  But  they  are  going  out. 

Colonel  Bixxs.  But  we  have  had  a  iew  Allied  personnel. 

Colonel  Dubbelde.  We  had  throughout  the  operation,  in  Germany, 
both  on  the  military  side  and  the  military  government  side,  a  group 
of  continentals — Dutch,  Belgians.  French,  and  British — acting  as 
secretaries  because  we  could  not  get  secretaries  from  the  United  States. 

The  program  as  now  developed  will  be  entirely  civilians  from  the 
United  States,  and  there  are  a  good  many  reasons  for  this. 

Mr.  Case.  Will  you  make  use  of  the  same  personnel  or  do  you  expect 
to  bring  in  new  personnel  ? 

Colonel  Dubbelde.  We  will  attempt  to  make  use  of  the  personnel 
available  in  the  zone.  Of  course,  where  a  military  man  remains  and 
becomes  a  civilian  he  will  be  the  same  person. 

(Off  record  discussion.) 
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Mr.  Case.  Well,  not  just  right  now.  I  was  thinking  about  the 
problem  of  your  terminal  leave  that  might  be  required  if  you  change 
the  persons  in  tliese  positions.  Are  you  taking  care  of  them  out  of 
your  ERP  funds  or  will  they  be  carried  up  to  the  1st  of  July  and 
then  given  their  terminal  leave  out  of  Army  money  ? 

Colonel  DuBBELDE.  There  will  be  some  terminal-leave  money  paid 
in  1949  because  you  cannot  shift  them  all  out  of  the  zone  before  June 
30 — that  is,  the  reduction  will  not  be  complete  before  the  30th  of  June, 
and  it  will  have  to  be  paid  in  1949  in  some  cases. 

Mr,  Case.  As  the  occupation  proceeds,  is  it  not  generally  considered 
that  you  will  make  more  and  more  use  of  indigenous  personnel  and 
less  and  less  of  personnel  from  the  United  States? 

Colonel  Bixxs.  Less  of  both,  sir.  The  attempt  is  to  reduce  both  the 
indigenous  staff  and  the  United  States  staff. 

ESTIMATED  PERSONNEL  COSTS  FOR   19  49 

Mr.  Case.  Then  why  should  you  need  for  1949  the  identical  number 
of  dollars  that  you  had  for  1948  ? 

Colonel  BiNNS.  Our  estimate  for  1949  will  be  approximately 
$20,000,000. 

Mr.  Case.  This  table  I  have  in  front  of  me  shows  exactly  the  same 
figure  for  1948  as  1949,  $20,952,000. 

Mr.  VooRHEES.  It  is  now  $21,000,000. 

Colonel  BiNNS.  We  had  attempted  to  bring  it  to  the  very  lowest 
figure  without  a  clear  and  concise  picture  of  what  the  conditions 
were  in  the  theater,  but  as  a  result  of  mv  recent  visit  over  there  we 
can  see  at  the  present  time  that  the  figure  as  stated  in  the  book  is 
$1,300,000  short. 

Mr.  Case.  For  which  year? 

Colonel  BiNNS.  Twenty-one  million  dollars  is  the  figure  for  this 
year,  for  obligations  that  will  accrue  in  1948. 

Mr.  Case.  Well,  $20,952,514  is  just  forty-seven  thousand  four 
hundred-and-some  dollars  short  of  $21,000,000. 

Colonel  BixNs.  There  is  a  figure  for  1949  of  $18,313,000  for  Ger- 
many.    Those  figures  are  found  on  page  1250  of  the  justification. 

Mr.  Case.  I  was  looking  at  this  table  here,  which  is  the  identical 
figure  for  1949. 

Colonel  BixNs.  For  the  fiscal  year  1949  the  figure  is  $20,952,000. 

I  am  not  familiar  with  this  table  you  handed  me,  Mr.  Case,  but  I 
believe  this  table  was  built  .on  the  original  figure  which  I  referred 
to  previously,  and  that  the  $2,000,000-plus  item  here  is  a  part  of  the 
over-all  $15^000,000  item  which  was  made  available  for  supplies. 

Mr.  Stefan.  Are  they  different  figures  on  this  chart  from  those 
on  page  1250? 

INIr.  Draper.  I  do  not  think  so. 

Mr.  Stefan.  There  was  some  question  about  it  a  little  while  ago. 

Mr.  Case.  To  what  page  are  you  referring? 

Colonel  BiNNs.  Page  1250. 

I  can  account  for  the  difference.  The  figure  shown  on  this  table 
includes  the  consultants  and  visiting  experts  and  foreign  students. 
That  is  the  total  cost  for  Oermany  and  it  is  broken  down  within  the 
budget  and  it  is  divided  into  different  groupings  in  the  successive 
pages. 
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Mr.  Case.  Which  figure  did  you  say,  then,  was  $1,300,000  off? 

Colonel  BiNNs.  The  actual  figure  for  Germany  for  1949  as  shown 
in  the  budget  as  pay  for  employees  is  ^18,300,000,  'llie  figure  for 
the  actual  pay  of  employees  in  Germany  in  1948,  the  current  year, 
will  be  $21,000,000. 

Mr.  VooRHEEs.  That  is  right.  Now,  to  get  the  total  figure  for 
Germany,  which  is  20.9  million  dollars  shown  on  the  sheet  you  just 
passed  me,  we  must  take  18.3  million  dollars  as  the  base  and  then  go 
to  the  budget. 

The  Chairman.  I  would  like  to  get  Mr.  Wilkinson  to  finish  up 
with  the  steel  and  coal  business. 

Mr.  Case.  Go  right  ahead,  Mr.  Chairman.  I  was  simply  asking- 
for  some  figures  on  the  personnel. 

The  Chairman.  Get  those  so  that  you  can  give  them  to  us  in  the- 
morning. 

Colonel  BiNNS.  Yes,  sir. 

STEEL  PRODUCTION  IN  GERMANY 

The  Chairman.  Now,  Mr.  Wilkinson,  you  have  a  picture  here  where- 
your  coal  production  is  getting  up  toward  two-thirds,  if  it  is  not  there, 
two-thirds  of  the  prewar  business,  and  your  steel  is  about  one-third. 

I  wonder  if  the  proper  effort  really  is  being  made  to  force  that  steel 
production  up  to  where  it  ouglit  to  be  ? 

Mr.  Wilkinson.  I  believe,  sir,  the  answer  is  "Yes." 

General  Clay  and  General  Robertson  appointed  a  special  commis- 
sion a  month  ago,  consisting  of  three  United  States,  three  United 
Kingdom,  and  three  German  experts  to  go  to  the  Ruhr. 

The  Chairman.  Now,  who  were  they  ? 

Mr.  Wilkinson.  The  chairman  of  the  committee  is  Mr.  Sinclair 
Kerr,  from  the  United  Kingdom. 

I  regret  that  I  do  not  know  the  names  of  the  other  two  British 
delegates. 

The  United  States  delegates  are  Mr.  Justin  Kelly  and  ^iv.  Tokisch.. 

The  Chairman.  Justin  who? 

Mr.  Wilkinson.  Mr.  Justin  Kelly. 

The  Chairman.  K-e-1-l-y? 

Mr.  Wilkinson.  Yes,  sir;  and  Mr.  Tokisch  and  Mr.  Deeter. 

The  Chairman.  Deeter? 

Mr.  Wilkinson.  Yes,  sir ;  D-e-e-t-e-r. 

The  Chairman.  Tliis  is  on  steel? 

Mr.  Wilkinson.  Yes,  sir;  the  first  two  are  metallurgical  engineers, 
and  the  last  man  is  a  mining  and  ore  specialist. 

On  the  German  side,  the  onlj^  name  I  can  remember  offhand  is  that 
of  Dr.  Hermann  Reusch,  who  is  connected  with  Gute  Hoffnings  Hutte. 

Mr.  Draper.  And  he  is  one  of  the  best  steel  and  coal  men  among  the 
Germans  either  before  the  war  or  now. 

Mr.  Wilkinson.  He  has  spent  a  lot  of  time  in  the  United  States  and 
in  the  United  Kingdom,  and  he  is  very  familiar  with  our  techniques 
and  procedures. 

They  have,  been  set  up  to  do  two  things,  one  to  analyze  the  steel 
industry  from  a  technical  stand])oint,  and,  secondly,  to  analyze  the 
governmental  and  procedural  restrictions  which  are  responsible  for 
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the  steel  industry  not  picking  up  faster  and  to  make  spot  reports  to 
the  Bi-Partite  Board  asking  for  corrective  action. 

We  have  ah-eady  shown  results.  They  have  found  in  a  group  of  a 
half  a  dozen  steel  mills  that  some  rather  elementary  technical  errors 
were  being  made  in  regard  to  heat  exchangers  which  they  have 
straightened  out  and  increased  the  production  from  those  mills. 

Needless  to  say,  after  1  month,  there  is  no  comprehensive  report  of 
their  findings,  but  we  do  anticipate  that  in  the  interim  we  will  make 
some  progress  and  at  the  end  we  will  have  a  real  story  to  adopt  as  our 
plan  for  the  future. 

The  Chairman.  I  was  told  the  other  day  that  if  these  Germans  were 
given  a  chance  to  cut  loose  that  they  could  get  their  production  up  very 
markedly.    What  do  you  have  to  say  about  that? 

Mr.  Wilkinson.  The  organization  of  the  steel  industry  in  the  Ruhr, 
in  my  opinion,  leaves  a  great  deal  to  be  desired.  I  consider  that  the 
co7itrols  under  which  they  have  been  operating  are  far  too  stringent. 

The  Chairman.  Why  do  we  not  loosen  them  up  ( 

Mr.  Wilkinson.  We  are  currently  attempting  to  develop  an  intel- 
ligent approach  to  that  problem,  sir. 

The  Chairman.  Who  has  the  controls  on  ? 

Mr.  Wilkinson.  They  are  controls  which  are  a  hang-over  from  the 
unilateral  iron  and  steel  control  established  by  the  British  military 
government  prior  to  the  unification  of  the  two  zones. 

The  Chairman.  Are  not  the  British  willing  that  the  Germans 
should  go  ahead  and  produce  more  steel? 

Mr.  Wilkinson.  Yes,  sir. 

The  Chairman.  Why  do  they  not  get  together  with  you  on  loosen- 
ing the  thing  up  so  that  it  can  go  ahead  ? 

Mr.  Wilkinson.  They  are  now  working  with  us  to  that  end,  sir. 

The  Chairman.  Well,  why  do  we  not  get  action?  That  is  what 
I  would  like  to  see,  because  that  is  the  only  way  you  are  going  to  make 
any  headway  on  this. 

Mr.  Wilkinson.  I  agree  wnth  you,  sir,  that  we  should  have  had 
action  before  now,  but  at  the  moment  it  does  not  seem  wise  to  just  start 
doing  things  without  having  some  comprehensive  plan  as  to  what  we 
are  doing  here. 

We  all  recognize  that  the  controls  must  be  relaxed,  but  what  alter- 
native type  of  or.<ianization  is  to  be  set  up  I  am  not  too  sure  of. 

^Ir.  Stefan.  What  controls  are  they  that  you  are  planning  to  relax 
which  will  result  in  the  production  of  more  steel? 

Mr.  Wilkinson.  They  are  both  operational  and  financial  controls. 

The  British  military  governor  took  the  entire  iron  and  steel  in- 
dustry into  his  own  personal  custody  with  the  announcement  that  it 
would  never  be  returned  to  its  prewar  owners.  Consequently  the  con- 
trol of  the  military  governor  is  exercised  through  the  comptroller 
general  of  the  north  Geman  iron  and  steel  control. 

Ttie  Chairman.  Who  is  he? 

Mr.  Wilkinson.  He  is  a  British  public  servant  with  no  preten- 
tions to  technical  competence  in  the  steel  industry. 

The  Chairman.  Just  as  though  I  were  over  there  trying  to  do  it? 

Mr.  Wilkinson.  There  is  then  under  him  a  German  operating 
agency  which  is  responsible  to  him,  but  because  of  his  lack  of  tech- 
nical knowledge,  really  quite  free  to  run  on  its  own  in  operational 
matters. 
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Tliere  is.  furthermore,  a  trustee  or<Taiiization  which  hokls  the  capital 
stock  of  all  the  steel  companies,  ami  which  has  a  rifi^ht  to  representa- 
tion on  the  board  of  directors  of  each  one  of  the  steel  enterprises,  and 
to  interfere  in  manafrerial  policy. 

Now,  those  three  agencies,  all  of  them  superimi^osed  on  the  actual 
operatin<r  company,  do  not  make  for  a  very  healthy  or  smooth-run- 
nin<r  organization. 

The  CiiAiRMAX.  Well.  now.  we  are  being  asked  to  put  np  four-fifths 
oi  the  money  to  feed  the  folks  in  that  British  zone,  and  on  top  of 
that  we  are  being  asked  to  pay  a  considerable  portion  of  the  cost  of 
feeding  Great  Britain  herself. 

To  my  mind  it  ill  becomes  them  to  pnrstie  a  dog-in-the-manger  policy 
find  stand  in  the  way  of  progre  '-  in  solving  this  German  problem. 

Mr,  WiLKixsoN.  I  did  not  mean  to  accuse  them  of  doing  that,  sir. 

The  Ciiair:max.  Well.  I  was :  I  will  take  that  responsibility.  I  want 
to  see  action  to  get  this  thing  cleaned  np. 

Now,  I  do  not  see  how  we  can  take  the  responsibility  for  making 
these  appropriations  and  all  of  that  sort  of  thing  and  not  have  that 
picture  in  mind  and  l)e  guided  somewhat  by  it. 

Mr.  WiLKTxsox.  I  agree  with  vou  entirelv.  sir. 

^^  a.  ^ 

As  I  say.  General  Clay  feels  very  strongly  that  we  must  have  a 
correction  of  this  situation  forthwith. 

Sir  Cecil  Wier.  whom  you  recall  meeting 

The  CiiAiRMAX.  Yes. 

Mr.  WiLKiNsox.  And  I  have  been  named  by  the  Bipartite  Board  to 
develop  a  plan  for  the  complete  reorganization  of  the  ownership  struc- 
ture and  control  structure  in  collaboration  with  this  investigating  com- 
mittee which  is  now  in  the  Ruhr.  The  work  is  under  way,  and  I 
anticipate  that  immediately  after  my  return  we  will  make  firm  rec- 
onnnendations  to  the  Bipartite  Board  which  will  be  ptit  into  effect. 

We  are  not  asleep  at  the  switch.  I  am  sorry  the  progress  has  not 
been  greater,  but  we  are  really  working  on  it. 

DISMANTLING  OF  PLANTS  IN  GERMANY 

The  Chairman.  Is  there  a  lot  of  this  dismantling  of  plants  going  on  ? 

Mr.  Wilkinson.  That  has  not  affected  steel  production,  sir. 

The  Chairman.  But  it  might  be  affecting  other  production. 

!Mr.  AViLKixsoN.  I  woidd  not  say  so. 

The  Ciiairmax'.  Are  there  not  a  lot  of  other  plants  that  are  not  being 
operated  that  the  Germans  used  to  operate?  Now,  they  used  to  pro- 
vide farm  machinery  and  tractors  and  electrical  machinery  and  that 
sort  of  thing  for  the  whole  of  that  part  of  Europe.  Now  at  present 
those  things  are  hardly  running  at  all. 

Mr.  Wilkinson.  That  is  right,  because  we  have  not  been  able  to 
make  steel  allocations  to  them  to  keep. them  going. 

The  Chairmax'.  It  seems  to  me  that  we  should  get  rid  of  a  lot  of 
those  bottlenecks  and  get  those  people  to  work.  There. is  not  any  use 
in  our  appropriating  money  here  or  saying  that  this  situation  is  too 
bad  over  there  and  just  continue  to  feed  the  people  in  an  artificial  way. 

Mr.  WiLKix'sON.  You  are  entirely  correct,  sir. 

Tlie  plan  which  we  are  acting  upon  for  this  first  year  of  the  recovery 
plan  will  irive  the  most  effective  utilization,  in  our  o])inion,  to  all  of  the 
limiting  factors  in  German  economic  life,  coal,  steel,  power,  manpower. 
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and  transportation  and  we  are  reactivating  across  the  board  all  of  the 
really  essential  industries  that  are  required  (a)  for  the  support  of  the 
German  economy  and  (b)  for  export,  and  (c)  for  the  production  of 
capital  goods  to  make  good  the  damage  and  depreciation  of  the  war. 

OUTPUT  or  STEEL 

We  do  not  believe  that  it  is  possible  for  us  to  reach  a  rate  of  output 
in  the  steel  industry  greater  than  6,000,000  tons  per  year  by  the  end 
of  the  first  ERP  year.  At  the  present  time  we  are  running  at  the  rate 
of  about  4,200,000  tons  a  year. 

Mr.  Stefan.  The  maxinmm  prewar  was  8,000,000,  was  it  not? 

Mr.  Wilkinson.  Before  the  war  ? 

The  Chairman.  They  have  some  ceiling  set  on  it  by  some  artificial 
set-up  of  10,700,000  tons. 

Mr.  Stefan.  I  had  the  figure  of  8,000,000  tons  in  mind. 

Mr.  Draper.  Originally,  sir,  it  was  7,500,000  tons  for  Germany,  and 
then  a  year  ago  we  arbitrarily  in  the  British  and  American  zones  dis- 
regarded that  past  agreement  and  set  it  at  10,700,000  tons,  just  for 
the  two  zones,  not  for  all  of  Germany,  and  it  is  not  intended  as  a 
ceiling.  I  am  sure  when  we  reach  anywhere  near  that,  that  if  it  is 
possible  to  get  beyond  it  we  will. 

Mr.  Mahon.  Do  you  expect  that  you  will  reach  that  figure  of  10,- 
700,000  tons  in  anything  like  the  foreseeable  future? 

Mr.  Wilkinson.  The  forecast  which  we  have  made  in  these  charts 
indicates  that  we  will  get  to  10,200,000  tons  at  the  end  of  the  fourth 
ERP  year,  and  presumably  in  the  fifth  year  we  would  get  up  to  our 
ceiling  of  10,700,000  tons. 

Mr.  Stefan.  The  capacity  is  there,  is  it  not  ? 

Mr.  Wilkinson.  It  is,  indeed. 

The  Chairman.  Is  it  there  in  such  shape  that  they  can  move  in 
whenever  they  have  the  ore  and  the  coal  and  the  labor? 

Mr.  Wilkinson.  That  is  right,  and  power  to  a  lesser  degree. 

The  Chairman.  Is  the  power  still  there  ? 

Mr.  Wilkinson.  That  is  right. 
.    The  Chairman.  I  wanted  to  go  into  that  power  question. 

Are  there  any  further  questions  on  the  steel  business?  Frankly  it 
is  not  very  satisfactory.     It  does  not  present  a  very  sweet  picture. 

Mr.  Wilkinson.  I  would  like  to  say  that  the  remarks  which  this 
committee  has  made  today  will  be  taken  in  Germany  as  a  definite 
instruction  to  expedite  the  work  already  in  hand  to  put  the  steel  indus- 
try back  on  its  feet  just  as  fast  as  it  possibly  can  be  done. 

The  Chairman.  And  I  am  especially  interested  in  seeing  the  coal 
business  crowded  ahead  more  than  it  is. .  That  is  not  satisfactory 
either. 

INIr.  Wilkinson.  Tliat  is  correct,  sir. 

The  Chairman.  And  the  idea  of  having  the  industrial  capacity  in 
these  other  countries  up  above  100  percent,  and  having  Germany's 
industrial  capacity  away  down  to  35  or  40  percent  on  a  lot  of  these 
things  does  not  appeal  to  me.  It  is  48  percent  over-all,  but  on  steel 
it  is  only  30  percent,  and  while  on  coal  it  is  two-thirds  it  still  is  very 
far  away  from  what  they  need. 

Mr.  Wilkinson.  That  is  right. 
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POWER  PROJECTS  IN  GERMANT 

The  Chairman.  There  has  been  a  lot  of  talk  about  this  question  of 
2)0wer  projects  and  that  sort  of  thing.  Have  you  had  any  good  engi- 
neer go  over  that  picture? 

Mr.  WiLKixsox.  Yes,  sir. 

We  have,  I  think,  two  of  the  best  qualified  power  men  of  the  United 
States  on  our  staff,  and  we  have  had  them  for  the  last  year  and  a  half. 

One  of  them  is  Colonel  Cary,  wlio  was  formerly  head  of  the  Niagara- 
Hudson  Power  Co.,  and  the  other  is  Mr.  Fitzwilliams,  who  has  had  a 
lifetime  in  the  producing  end  of  the  public  utilities  industry. 

Before  that  time  we  had  as  the  head  of  our  public  utility  section 
Mr.  Cornelius  DeForrest,  of  Cincinnati,  who  has  since  served  as  special 
adviser  to  Mr.  Harriman's  coumiittee  on  power  iu'  Europe  as  a  whole. 

They  are  all  extremely  well-qualified  men  and  they  have  gone  into 
the  details  of  the  various  projects  for  the  rehabilitation  of  the  existing 
plants. 

Mr.  Draper.  Before  that  we  had  Colonel  Sisler,  of  the  Detroit 
Edison  Co.,  who,  I  think,  was  the  best  power  engineer  that  we  had 
in  the  United  States  Army  from  a  specialized  and  utility  point  of 
view,  who  went  through  France  and  Germany  and  was  responsible  for 
the  project,  and  we  had  him  in  Berlin  for  a  couple  of  years. 

Mr.  Wilkinson.  I  think  that  I  can  say  in  all  confidence,  sir,  that 
-vve  know  everything  there  is  to  know  about  the  power  situation  in 
Oermanv. 

HYDRAULIC    POWER 

The  Chairman.  Now,  tell  us  about  it.  Was  there  a  lot  of  destruction 
of  hydraulic  power? 

Mr.  Wilkinson.  No,  sir ;  practically  none  at  all. 

The  Chairman.  Then  their  hydraulic  power  is  just  as  good  as  it 
was  prewar? 

Mr.  Wilkinson.  Yes,  sir. 

Mr.  Stefan.  And  producing  just  as  well? 

Mr.  Wilkinson.  At  the  moment  better  because  of  the  favorable 
winter  we  have  had. 

The  Chairman.  My  information  is,  although  I  do  not  know  whether 
it  is  correct  or  not,  that  there  is  not  very  much  development  possible 
along  that  line  in  Germany. 

Mr.  Wilkinson.  Further  development  of  hydro  power? 

The  Chairman.  Yes. 

Mr.  Wilkinson.  Not  enough  to  solve  our  problem. 

The  Chairman.  Not  enough  to  really  make  it  a  major  project? 

Mr,  Wilkinson.  I  would  not  go  that  far  because  there  will  be  several 
new  projects  under  way  in  the  South. 

The  Chairman.  There  are  several  new  projects? 

]VIi\  Wilkinson.  Yes;  and  they  will  bring  substantial  assistance  to 
Bavaria,  which  is  most  important,  because,  as  I  think  I  told  you  before, 
the  Russians  cut  the  grid,  and  Bavaria  is  more  or  less  isolated  from  the 
Ruhr,  and  we  cannot  transfer  to  them  a  large  enough  amount  of  power. 
I  think  that  additional  hydro  capacity  down  in  the  south  will  take 
care  of  Bavaria. 
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The  Chairman.  And  that  is  in  process  at  the  present  time? 
Mr.  Wilkinson.  Yes ;  that  is  in  process.    It  is  slow,  but  it  is  on  the 
books  and  construction  work  is  going  on. 

SUPPLY   OF  GENERATORS 

The  Chairman.  Do  they  have  to  get  their  generators  and  that  sort 
of  thing  from  this  side  of  the  water  ?  They  do  not  make  them  them- 
selves, do  they  ? 

Mr.  Wilkinson.  Oh,  yes ;  we  have  the  capacity. 

The  Chairman.  They  used  to  have. 

Mr.  Wilkinson.  There  are  generators  currently  being  manufac- 
tured, but  the  rate  of  output  is  verv  small  indeed.  There  is  included 
in  the  estimates  for  the  ECA,  I  believe,  a  figure  of  about  $10,000,000 
for  the  first  year  for  generating  equipment.  We  are  devoting  most 
of  our  energies,  however,  to  the  repair  of  existing  damaged  facilities 
and  trying  to  get  sufficient  steel  allocation. 

The  Chairman.  Most  of  those  are  coal  plants? 

Mr.  Wilkinson.  Entirely  so.  Those  are  all  coal  stations.  We  are 
pushing  the  rehabilitation  particularly  of  the  brown-coal  stations 
since  they  can  be  handled  quite  outside  of  our  normal  coal-production 
program. 

The  Chairman.  You  throw  them  in  at  the  places  where  the  coal  is 
produced  ? 

Mr.  Wilkinson.  That  is  right ;  right  on  the  ground. 

The  Chairman.  So  that  there  is  no  transpoi-tation  involved? 

Mr.  Wilkinson.  No,  sir,  none  at  all ;  it  is  a  scooping  operation. 

Mr.  Mahon.  In  saying  that  there  was  $10,000,000  in  ECA  for  gen- 
erating equipment  did  you  mean  for  bizonal  Germany? 

Mr.  Wilkinson.  Yes,  sir. 

Mr.  NiTZK.  I  think  the  ECA  figure  is  actually  less  than  that. 

Colonel  Blumenfeld.  It  is  $5,000,000  from  the  Western  Hemi- 
shere,  and  $5,000,000  from  the  participating  countries. 

Mr.  Draper.  I  wanted  to  correct  one  point — I  think  it  is  a  cor- 
rection— vou  spoke  of  this  new  hydro  taking  care  of  Bavaria.  Of 
course,  it  does  not  do  that  with  a  firm  load.  If  you  get  frozen  up  in 
the  winter  you  have  to  supplement  that  with  steam  power. 

HYDRO    AND    STEAM    P(  WKR 

Mr.  Mahon.  What  is  the  relationship  between  the  generation  of 
liydropower  through  water,  streams,  and  steam  plants  ? 

Mr.  Wilkinson.  It  is  about  20  ])ercent  hydro  on  the  average,  and, 
of  course,  that  is  a  fluctuating  fig^ure  depending  on  the  flow  of  water. 

Mr.  Mahon.  About  20  percent  of  it  is  hydro? 

Mr.  Wilkinson.  Yes,  sir. 

IVIr.  Mahon.  And  how  much  do  you  use  of  the  steam  power  to 
firm  up  the  hydro  during  the  slack  flow?  In  other  words.  I  under- 
stand that  the  average  operation  is  about  75  percent  liydiio  and  about 
25  pei'cent  steam  in  many  of  our  river  valleys.  In  the  TVA  territory 
it  is  about  18  percent  steam  and  maybe  81  percent  hydro.  I  wondered 
if  you  were  familiar  with  that  picture  in  Germany. 

Mr.  Wilkinson.  Of  course,  we  have  just  the  reverse  there.  The 
primary  reliance  is  on  thermo-generation,  with  hydro  enabling  you 
to  save  coal  when  water  is  high.    The  actual  installed  thermo  capacity 
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must  be  capable  of  taking-  about  90  percent  of  your  prospective  load  if 
you  are  going  to  get  by  without  poAA'er  shortages. 

PROGRESS  OF  INDUSTRIAL  REHABILITATION 

The  Chairman.  You  have  not  been  stopped  in  your  industrial  re- 
habilitation too  much  by  lack  of  power,  have  you? 

Mr.  AViLKiNSoN.  Yes;  we  have,  sir.  During  the  winter  of  1046-47 
and  well  on  into  the  summer  of  1947,  a  shortage  of  power  did  hold 
us  up  in  a  number  of  essential  industries,  notably  steel.  We  were  not 
able  to  move  coal,  and  we  just  could  not  run  the  thermo  stations  at 
the  rate  required  to  keep  the  essential  industries  going. 

Mr.  Draper.  During  that  winter  there  was  an  industrial  holiday 
foiced  on  us,  as  I  think  was  brought  out  this  morning,  in  Bavaria. 

The  Chairman.  That  was  i2  years  ago? 

Mr.  Draper.  A  year  and  a  half  ago. 

The  Chairman.  You  are  not  getting  into  that  condition  now? 

Mr.  Wilkinson.  At  the  moment,  we  are  doing  very  well  on  power. 

The  Chairman.  Is  anything  being  done  to  force  ahead  some  of  these 
other  industries  in  (Termany? 

Mr.  WjLKiNSON.  We  have  tried  to  strike  a  reasonable  balance,  Mr. 
Taber,  between  the  rate  of  reactivation  of  the  heavy  industry,  con- 
sumer goods  industry,  and  export  industries.  Our  priorities,  as  I  have 
told  you  before,  are  still  fixed  with  food  and  agriculture  first,  coal  min- 
ing second,  transportation  third,  the  steel  industry  next,  and  we  are 
l)utting  all  of  our  weight  into  those  fundamental  activities.  Beyond 
that  we  spread  it  across  the  board  in  order  to  achieve  the  best  possible 
balance. 

I  left  out  public  utilities,  which,  of  course,  is  another  top  priority. 

Mr.  WiGGLEsW'ORTEi.  What  is  the  situation  in  the  dye  industry? 

Mr.  Wilkinson.  We  are  manufacturing  steadily  but  not  in  very 
great  volume.     The  exports  of  dyestuffs  have  been 

Mr.  WiGGLESWORTH.  You  Were  in  the  process  of  breaking  up  the  I.  G. 
Farbenindustrie. 

Mr.  Wn.KiNSON.  That  is  still  in  the  hands  of  the  I.  G.  Farben  con- 
trol committee,  and  they  have  broken  the  cartel  into  its  component 
parts  and  are  running  the  individual  plants  as  separate  concerns. 
That  has  not  interferred  with  production. 

Mr.  Ma  HON.  I  am  wondering  how  you  visualize  the  cities  like  Berlin 
will  look  after  about  4  years  under  ECA  and  what  sort  of  rehabilitation 
will  take  place. 

Mr.  Wilkinson.  We  have  not  been  able  to  make  the  allocations  of 
scarce  raw  materials,  of  labor,  transport,  power,  or  fuel  to  the  indus- 
tries which  will  permit  a  rapid  rebuilding  of  the  ruined  cities.  That 
is  important,  but  we  consider  it  well  down  on  the  list  of  things  that 
must  be  done  to  l)ring  Germany  back,  and  for  the  next  4  yeai-s  I  do 
not  anticipate  you  will  see  any  major  rebuilding  operations.  It  will 
be  Drimarily  a  patching  up  of  what  is  left, 

Mr.  Draper.  We  got  Eobert  Moses  over  there  about  a  year  ago,  a  city 
planner  par  excellence,  and  there  were  a  lot  of  architects  and  city 
planners  among  the  Germans  who  immediately  wanted  to  see  him,  and 
he  wanted  to  see  them.  They  had  some  beautiful  plans  for  Berlin  and 
other  cities  which  they  thought  he  would  immediately  endorse.  He 
went  into  the  jiroblem  pretty  carefully  before  he  did  any  talking,  and 
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he  came  to  the  conclusion — which  had  been  ours,  but  we  were  very 
glad  to  have  him  confirm  it — that  housing  for  the  coal  miners  was  a 
lot  more  important  than  rebuilding  Berlin  or  any  of  the  cities.  He 
went  along  with  what  we  had  been  doing  and  made  some  suggestions 
as  to  how  to  do  it  better,  but  with  the  idea,  to  the  extent  building  could 
be  done,  of  putting  the  building  materials  at  the  disposal  of  those 
places  where  industry  was  short  of  labor  rather  than  trying  to  do  any- 
thing much  in  the  way  of  rebuilding  the  bombed  cities. 

Mr.  Mahon.  I  think  that  is  a  sound  conclusion,  but  it  does  seem  to 
me  that  steel  production  ought  to  progress  more  rapidly  than  you  in- 
dicate it  would,  if  you  got  behind  it  in  an  all-out  effort.  Of  course,  I 
am  not  an  expert  in  that  field. 

The  Chairmax.  The  colonel  has  told  us  that  is  the  exact  fact ;  that 
it  is  dragging  too  much,  and  he  is  trying  to  get  it  moving.  I  hope  what 
we  have  had  to  say  here  in  the  committee  will  help  a  good  bit. 

Mr.  Draper.  Is  there  anything  we  can  do  at  this  end  in  the  Army 
Department  to  help  in  that  particular  thing? 

The  Chairman.  Well,  you  might  take  the  comments  I  have  made 
along  with  you  and  show  them  to  the  British. 

Mr.  Wilkinson.  I  intend  to  do  so,  sir. 

Mr.  Mahon.  It  is  really  an  obvious  fact,  is  it  not,  that  you  cannot 
lielp  those  people  rehabilitate  themselves  until  you  get  steel? 

Mr.  Wilkinson.  That  is  right. 


Friday,  May  II,  1918. 

ESTIMATES  FOR  CIVILIAN  PERSONNEL  IN  GERMANY 

The  Chairman.  Now  Colonel,  you  were  giving  us  some  figures  on 
employment  in  Germany. 

Colonel  DuBBELDE.  Do  you  want  us  to  review  that  so  that  we  can 
start  off  with  the  figures  clearly  in  mind?  Our  dollar  ceiling  for 
1948  was  $25,000,000.  Our  expected  obligations  for  the  year  will  be 
$21,000,000.  In  this  budget  for  1919  we  are  asking  for  18.3  million 
dollars.     I  am  referring  here  only  to  Germany. 

The  Chairman.  We  were  told  yesterday  by  the  Colonel  here  that 
that  figure  would  be  $15,893,615 ;  is  that  right? 

Colonel  BiNNS.  Not  to  my  knowledge,  sir. 

Colonel  DuBBELDE.  You  refer,  I  think,  to  the  statement  that  Colonel 
Binns  made  concerning  the  over-all  reduction  which  had  been  effected 
between  now  and  the  time  the  budget  was  originally  submitted  last 
year. 

The  Chairman.  I  thought  you  gave  that  figure  in  place  of  the 
$20,000,000.     That  is  the  way  I  took  it  down. 

Colonel  BiNNs.  No,  sir;  that  is  the  total  saving  effected  in  the 
project,  sir. 

The  Chairman.  That  is  not  the  figure  for  the  project  ? 

Colonel  BiNNS.  No,  sir. 

The  Chairman.  I  thought  that  was  the  figure  you  gave  me. 

Colonel  Binns.  No,  sir ;  but  the  figure  that  you  have  for  Germany 
is  in  error  on  that  particular  sheet  there,  Mr.  Chairman.     The  recon- 
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ciliatioii  is  that  it  is  an  error  in  transposition.    The  figure  that  you 
have  there  is  $20,952,514,  and  it  sliould  read  $18,313,393. 
The  Chairman.  Eighteen  million  and  what? 

Colonel  BiNNS.  $18,313,393,  and  immediately  to  the  right  of  that, 
under  Japan,  the  figure  which  reads  $18,000,000  should  read  $20,- 
639  121. 

The  Chairman.  For  GAKIOA? 
Colonel  BiNNs.  Yes,  sir ;  those  figures  are  correct. 
Mr.  Cannon.  How  do  those  figures  differ  from  the  figures  which 
were  originally  submitted? 

Colonel  BiNNs.  The  figures  as  originally  submitted,  sir,  with  ref- 
erence to  Germany  as  an  example,  were  roughly  $21,000,000.  I  do  not 
have  the  break-down  all  across  the  board  on  project  410,  but  the  total 
figure  submitted  was  $66,852,316.  The  total  now  carried  in  this 
budget  is  $50,958,701,  or  a  reduction  of  $15,893,615  in  the  pay  of 
civilian  employees  for  all  areas. 

Mr.  Cannon.  And  the  table  which  you  now  submit  is  merely  a  more 
recent  computation  ? 

Colonel  BiNNS.  That  is  correct. 

Mr.  VooRHEES.  I  should  like  to  say  that  the  correction  which  Colonel 
Binns  has  made  is  simply  the  correction  of  a  clerical  error  that  was 
made  there.    The  figures  in  the  justification  are  correct. 

Colonel  BiNNS.  That  is  correct.     The  budget  estimate  is  correct. 
This  particular  paper  that  was  compiled  on  this  is  incorrect. 
Mr.  VooRHEES.  It  was  not  in  the  record. 

Colonel  BiNNS.  No;  but  it  caused  confusion  in  comparing  it  with 
the  justification, 

Mr.  Cannon.  The  table  submitted  this  morning  has  been  checked 
and  is  accurate? 

Colonel  BiNNS.  That  is  correct. 

The  respective  budget  estimates  by  theater  for  the  fiscal  year  1949 
were  compiled  in  the  respective  theaters  during  the  months  of  May 
and  June  1947.  They  were  then  integrated  in  Washington  into  a 
single  Government  and  relief  in  occupied  areas  budget  in  August  1947. 
Since  that  time  due  to  the  introduction  of  manpower  boards  in  the 
respective  theaters  and  using  the  experience  factor  rather  than  esti- 
mates of  the  number  of  employees  that  would  be  needed,  a  reduction 
in  the  number  of  employees  has  been  effected.  In  Austria,  the  Aus- 
trian Government  did  not  put  into  effect  the  second  threatened  pay 
raise,  and  savings  have  been  effected  there.  In  other  words,  a  complete 
reduction  across  the  board  in  the  number  of  employees  actually  present 
for  duty  versus  those  that  were  estimated  would  be  needed  has  been 
made. 

pat  of  indigenous  personnel  in  AUSTRIA 

The  Chairman.  How  would  a  pay  raise  in  Austria  affect  it? 

Colonel  Binns.  I  will  explain  that,  sir.  Austria  is  on  a  pay-as- 
you-go  basis. 

The  Chairman.  But  they  do  not  pay  the  salaries  of  these  folks  that 
we  send  over  there. 

'    Colonel  Binns.  No,  sir;  but  we  have  to  pay  the  indigenous  em- 
ployees in  Austria  in  addition  to  the  Americans. 
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The  Chaieman.  But  are  they  not  paid  out  of  the  receipts  for  food 
in  local  currency  ? 

Colonel  BiNNS.  No,  sir. 

The  Chairman.  They  are  in  Germany ;  are  they  not? 

Colonel  BiNNS.  Yes,  sir;  but  they  are  not  in  Austria  because  Austria 
is  on  a  pay-as-you-go  basis.  Therefore  the  Army  and  all  of  its  differ- 
ent activities  are  backed  by  dollars  in  Austria ;  and  as  to  the  indigenous 
employees  in  Austria  we  pay  their  salaries  to  the  Austrian  Government 
in  dollars,  and  the  Austrian  Government,  in  turn,  continues  to  pay  the 
individual  in  schillings. 

qualifications  of  civilian  personnel  in  GERMANY 

The  Chairman.  Colonel,  here  is  a  tremendous  number  of  people 
that  I  wonder  about  being  here.  I  am  not  going  to  go  into  the  records 
of  those  where  these  people  have  what  I  would  call  bad  records  here 
in  the  hearing,  but  you  have  a  tremendous  lot  of  inforrnation  people 
there  drawing  big  salaries.  For  instance,  what  is  a  military  govern- 
ment control  officer  ? 

Colonel  BiNNS.  A  military  government  control  officer  might  be  one 
of  several  different  categories.  For  instance,  one  that  I  would  think  of 
first  is  OMGUS  headquarters  in  Berlin.  A  military  government 
control  officer  is  a  direct  assistant  under  the  Director  of  the  Budget, 
and  all  requests  for  money  and  so  forth  must  pass  through  that  office 
and  be  screened  and  coordinated  for  several  reasons;  first,  to  see  that 
the  type  of  request  is  within  the  language  of  the  appropriation  act,  and 
that  it  is  an  essential  requirement  rather  than  someone's  particular 
desire,  and  that  it  is  within  the  budget  control  set-up  within  the  theater. 

The  Chairman.  Here  you  have  an  educator  at  $6,000,  who  had 
worked  for  a  Washington  book  shop.  Now,  what  you  would  want 
with  that  kind  of  people  over  there  is  beyond  me.  It  just  does  not 
go  with  the  difficulties  that  we  are  facing. 

Colonel  BiNNS.  Would  Colonel  Dubbelde  care  to  answer  that  par- 
ticular question  ? 

Colonel  Dubbelde.  I  have  brought  with  me  a  rather  brief  individual 
history  of  the  individuals  involved.  In  all  probability  some  of  the 
people  you  now  have  on  the  lists  have  been  subsequently  released.  If 
you  want  to  go  into  the  particular  names  I  would  be  glad  to  do  so, 
or  I  could  take  them  up  in  general. 

The  Chairman.  I  do  not  want  to  do  that  on  the  record. 

Colonel  Dubbelde.  I  did  not  think  you  would,  sir. 

The  Chairman.  I  would  like  to  get  those  things  settled  outside,  if 
possible. 

Colonel  Dubbelde.  I  might  tell  you,  if  you  would  like,  of  the  efforts 
that  were  made  to  obtain  or,  not  being  able  to  obtain,  to  develop  per- 
sonnel required  for  these  special  jobs.  Two  years  ago,  they  started 
what  is  called  an  intern  program.  They  have  a  very  high  standard 
of  selection.  The  men  must  be  graduates  of  class  A  colleges  and  have 
studied  basically  a  subject  which  can  be  further  developed  by  this 
intern  training  after  arriving  in  Germany. 

Experience  so  far  with  the  program  has  been,  where  we  should  have 
had  200  in  the  progi-am,  because  of  the  standard  set  up,  only  87 
have  actually  been  processed. 
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I  can  give  you  some  figures  on  where  they  are  now.  Of  the  87, 
22  have  completed  the  training  year  and  have  been  assigned  to  jobs; 
1  has  completed  his  training  year,  has  been  assigned  and  promoted  and 
then  resigned ;  1  has  resigned ;  7  are  in  the  last  5  months  of  training  and 
are  assigned  to  liaison  security  detachments.  As  you  know,  those 
are  little  sounding  spots  that  we  have  in  the  zone  to  keep  their 
ears  attuned  to  the  trend  of  the  local  government,  to  conduct  agri- 
cultural researches,  and  so  forth.  Thirty-three  are  in  the  last  5  months 
of  training;  20  are  in  the  first  7  months  of  training;  1  has  resigned 
because  of  an  emergency;  1  is  now  on  sick  leave;  and  only  1  was 
separated  because  of  medical  reasons. 

They  start  these  lads  off  in  the  grade  of  P-3,  which  is  about  CAF-9. 

That  is  the  effort  that  has  been  made  in  the  zone  to  build  qualified 
psrsonnel.  They  have  had  considerable  difficulty  in  obtaining  people 
with  the  right  kind  of  background,  simply  because  they  do  not  exist 
in  the  United  States,  and  they  take  what  they  can,  with  w^hatev^er 
backgi'ound  they  have,  matching  that  as  best  they  can  with  the  job, 
put  them  on  the  job,  and  under  the  supervision  of  the  division  head 
these  people  are  developed. 

DISCUSSION   or  STATUS  OF   NUREMBERG  TRIALS 

Mr,  WiGGLEswoRTH.  Approximately  how  many  cases  remain  to  be 
tried  outside  of  the  major  cases  which  were  dealt  with  in  the  Nurem- 
berg trials? 

Colonel  BiNNS.  A  recent  review  by  the  connnander  in  chief  in  Ger- 
many indicates  that  approximately  28,000  cases  remain  to  be  tried. 

Mr.  WiGGLESWORTii.  Do  you  have  any  idea  how  long  it  will  take 
to  complete  the  trials  in  these  cases  ? 

Colonel  BiNNS.  I  could  only  hazard  a  guess. 

Colonel  DuBBELDE.  I  could  not  make  any  estimate. 

NUMBER  OF  PERSONNEL 

Mr.  WiGGLESWORTii.  How  many  personnel  do  you  have  over  there 
to  conduct  these  trials? 

Colonel  DuBBELDE.  These  trials  are  not  going  to  be  handled  by 
United  States  employees. 

Mr.  WiGGLESWORTii.  Does  that  mean  that  all  United  States  per- 
sonnel who  have  devoted  themselves  to  this  work  can  now  come  home? 

Colonel  DuBBELDE.  This  whole  business  has  been  in  the  hands  of 
the  Germans  for  a  long  time.  The  entire  Spruchkammer  organization 
is  a  German  outfit. 

Mr.  WiGGLESWORTii.  Can  you  tell  us  roughly  what  the  picture  is 
with  respect  to  the  Nuremberg  trials  ? 

Colonel  DuBBELDE.  This  is  the  status  of  the  cases,  according  to  the 
advice  of  the  chief  counsel  of  the  War  Crimes  Commission:  The 
evidence  in  the  I.  G.  Farben  case  is  to  be  completed  at  the  end  of 
next  week;  arguments  start  in  June;  and  are  to  be  completed  the 
next  week.  That  is  as  given  to  me  on  Sunday  of  this  current  week. 
Arguments  are  to  start  in  June  and  decision  to  be  announced  in  July. 

Mr.  Cannon.  How  long  has  that  case  been  in  progress? 

Colonel  DuBBELDE.  The  indictment  was  filed  on  the  3d  of  May  1947 
and  served  on  the  5th  of  May  1947. 
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The  Chairman.  Does  that  mean  that  we  are  going  to  be  in  those 
trials  for  a  long  time  yet  ? 

Colonel  DuBBELDE.  No,  sir ;  I  can  give  you  the  terminal  dates.  There 
are  four  groups  remaining  to  be  completed.  I  have  just  given  you 
the  information  on  Farben.  On  the  other  three,  in  the  Ministries 
case  the  prosecution  is  completed ;  the  defense  only  began  this  week ; 
the  evidence  probablj^  will  not  be  completed  until  September. 

In  the  Kru])p  case,  the  evidence  is  to  be  completed  in  July ;  argu- 
ments in  July ;  and  decision  in  August. 

In  the  Generals  case,  the  evidence  is  to  be  in  early  in  July;  argu- 
ments to  end  in  July ;  and  the  decision  in  August. 

Mr.  WiGGLESWORTir.  How  large  a  personnel  do  we  maintain  in 
Germany  now  in  connection  with  the  war  crimes  trials? 

Colonel  DuBBELDE.  Starting  with  the  month  of  June,  there  are  454. 
In  July  we  expect  to  have  339 ;  August,  228 ;  September,  129 ;  Octo- 
ber, 76 ;  and  closing  out  in  November  with  53. 

Those  people,  of  course,  will  be  there  to  clean  up  all  of  the  records 
and  things  of  that  sort,  because,  as  the  plan  goes,  the  last  trials  should 
be  closed  in  September. 

That  amounts,  in  man-years,  to  G0.04  people  if  employed  through- 
out the  entire  year. 

Mr.  Wiggles  WORTH.  So  that,  according  to  that  program,  by  Novem- 
ber all  American  personnel  in  connection  with  the  Nui'emberg  trials 
or  the  denazification  trials  would  be  brought  back  home? 

number  of  civilian  personnel  estimated  for  GERMANY  FOR  19  40 

Colonel  Dubbelde.  That  is  correct.  I  would  like  to  say  this  in  that 
connection  :  When  oiii-  schedules  for  1940  were  ]:)repared,  it  was  then 
assumed  that  the  trials  would  be  completed  by  the  oOth  of  Jvme;  con- 
sequently our  figures  of  3,500  people  do  not  make  any  provision  for 
those  people  in  1949.  It  will  be  necessary,  theiefore,  for  us  to  absorb 
this  group.  Their  salaries  will  add  u\)  to  $300,461.  In  other  words, 
we  have  to  absorb  that  much  within  oui'  present  submitted  program, 
because  they  were  not  accounted  for. 

I  have  a  spread  sheet  here  which  will  indicate  the  break-down  of 
the  employment  of  our  entire  scheduled  people.  I  have  bulked  the 
personnel  below  CAF-9  into  one  column,  simply  because  it  made  too 
large  a  sheet,  but  it  gives  the  spread  sheet  to  show  the  utilization  of 
the  personnel. 

Our  schedules  start  out — the  total  shows  3,695.  One  hundred  and 
fifty-five  are  in  connection  with  the  schools  for  American  dependent 
children;  40  will  be  used  in  the  office  commonly  referred  to  as  G-5, 
in  Frankfurt,  who  devote  their  work  to  the  adoption  of  civil  affairs 
agreements  with  adjacent  powers  and  whatever  work  is  necessary  in 
connection  with  the  IRO  activity.  That  leaves  3,500  planned  for  1949 
in  the  office  of  the  military  government. 

Mr.  Wigglesworth.  Which  compares  with  what  figure  in  1948? 

Colonel  Dubbelde.  You  will  have  to  add  both  the  military  and  civil- 
ian together  to  get  the  comparable  figure. 

Mr.  Wigglesworth.  You  said  you  are  contemplating  3,500  of  them 
for  1949. 

Colonel  Dubbelde.  Yes,  sir. 
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Mr.  WiGGLESWORTH.  What  is  the  comparable  figure  for  the  current 
3'ear  ? 

Colonel  BiNNS.  In  1948  the  estimate  was  5,034. 

Mr.  WiGGLESWORTH.  You  mean  the  estimate  as  of  today  or  the  origi- 
nal estimate? 

Colonel  BiNNS.  The  original  estimate  was  5,034. 

Mr.  WiGGLESWORTH.  What  is  the  estimate  now? 

Colonel  BiNNS.  The  estimate  now  is  they  are  within  a  veiy  few  of 
what  is  shown  here. 

The  Chairman.  About  3,700? 

Colonel  BiNNS.  3,695  spaces. 

Colonel  DuBBELDE.  That  is  only  civilians,  and  we  are  still  using  a 
large  number  and  did  all  through  1048  use  a  large  number  of  military. 

Mr.  WiGGLESWORTH.  IIow  docs  that  figure  compare  with  the  3,500? 

Colonel  DuBBELDE.  It  is  comparable  so  far  as  dollars  are  concerned, 
but  it  is  not  comparable  so  far  as  the  utilization  of  personnel  is  con- 
cerned, the  people  on  duty.    You  have  to  add  the  military. 

Mr.  WiG(3LES WORTH.  Is  there  any  military  to  be  added  to  that? 

Colonel  DuBBELDE.  No,  sir. 

Mr,  WiGGLESWORTH.  You  uicau  there  is  no  military  in  1949  ? 

Colonel  DuBBELDE.  There  is  no  military  in  1949. 

The  Chairman.  The  original  cash  estimate  was  how  much? 

Colonel  BiNNS.  For  1948,  it  was  approximately  $25,000,000. 

The  Chairman.  And  you  are  now  down  to  3,600? 

Colonel  BiNNS.  That 'is  a  figure  of  $18,300,000.  That  is  the  fiscal 
year  1949. 

The  Chairman.  How  much  money  did  vou  save  out  of  the 
$25,000,000? 

Colonel  BiNNS.  $4,088,291. 

The  Chairman.  Wliat  was  your  average  employment;  would  you 
liave  any  idea  of  that? 

Colonel  DuBBELDE.  In  the  neighborhood  of  3,270  would  probably  be 
a  good  average  figure. 

The  Chairman.  3,270  would  be  the  average  ? 

Colonel  DtJBBELDE.  That  is  correct. 

The  Chairman.  And  you  have  3.600  now  ? 

Colonel  DuBBELDE.  That  is  right.  There  is  one  reason  for  tluit 
variation.  We  employed  a  considerable  number  that  are  in  this  wage 
scale  of  personnel  which  drew  an  average  salary  of  $1,400.  Those 
people  are  planned  to  phase  out  and  are  phasing  out  now,  and  the  aver- 
age salary  then  goes  above  $4,000  a  year  per  person.  They  were 
clerical  people. 

The  Chairman.  They  were  indigenous? 

Colonel  DuBBELDE.  No,  sir;  they  were  British.  Belgian,  Dutch,  and 
Swiss.  By  agreement  between  EUCOM  headquarters  and  these  gov- 
ernments, in  order  that  we  would  not  upset  the  prevailing  wage  scales 
in  their  home  countries,  we  agreed  on  a  fixed  salary  for  the  continental 
wage-scale  personnel,  and  they  are  away  below. 

The  Chairman.  You  mean  they  are  not  included  in  the  3,200? 

Colonel  DuBBELDE.  They  are  included  in  the  3,200,  but  the  pay 
scale  is  low. 

The  Chairman.  Wliy  would  your  a\erage  employment  be  more 
now  than  it  was  during  the  year? 
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Colonel  DuBBELDE.  If  we  add  the  military  spaces,  then  the  figure 
goes  up  to  4,918. 

The  Chairman.  Yes:  but  3''ou  have  3,605  now,  and  you  say  the  aver- 
age has  been  3,270.  j 

Colonel  DuBBELDE.  That  is  civilian  spaces.  ] 

The  Chairman.  That  is  what  I  thought  the  3,695  was.  < 

Colonel  DuBBELDE.  It  is.     We  look  at  it  in  this  way :  We  utilize 
over-all  manpower  in  1948  4,918  and  plan  to  use  3,500  in  1949.     For     ' 
dollar  comparisons  3'ou  have  to  compare  3,270  with  the  dollar  value 
that  it  costs  to  buy  3,695. 

The  Chairman.  Are  there  any  further  questions  on  the  German 
personnel  ? 

Mr,  Stefan.  You  are  figuring  in  1949  fiscal  year  to  have  a  total 
American  personnel  of  3,500? 

Colonel  Dubbelde.  In  the  military  government  operation. 

employment  of  aliens  in  GERMANY 

Mr.  SteFx\n.  How  many  aliens? 

Colonel  Dubbelde.  Germans? 

Mr.  Stefan.  Yes. 

Colonel  Dubbelde.  8,000  at  the  present  time. 

Mr.  Stefan.  What  are  3'^ou  asking  for  1949? 

Colonel  Dubbelde.  The  plan  for  1949  is  8,000. 

Mr.  Wigglesavorth.  What  is  the  present  picture ;  how  many  aliens 
do  you  have  now  in  addition  to  the  3,695  Americans? 

Colonel  Dubbelde.  I  will  get  that  for  you. 

Mr,  Stefan.  This  is  the  over-all  figure  in  Germany  ? 

Colonel  Dubbelde.  Yes,  sir. 

Mr,  Stefan.  Under  these  appropriations? 

Colonel  DuBBEiiDE.  That  is  correct — out  of  these  appropriations  in 
Germany, 

Mr.  Stefan,  3,500  American  personnel  and  8,000  aliens  ? 

Colonel  Dubbelde,  For  the  military  government.  In  addition  to 
that,  you  have  155  teachers  in  the  American  dependent-children  schools, 

Mr.  Stefan.  I  thought  they  were  in  the  3,500. 

Colonel  Dubbelde.  Xo,  sir.  There  are  155  teachers ;  there  are  40  in 
EUCOM  headquarters  in  connection  with  the  displaced-persons  pro- 
gram and  handling  civil-affairs  agreements, 

Mr,  Stefan,  Do  not  the  IRO  take  care  of  that? 

Colonel  Dubbelde.  The  military  is  still  responsible  for  a  certain 
amount  of  logistic  support  in  reference  to  civil-affairs  agreements,  such 
as  hauling  supplies  and  that  sort  of  thing.  The  agreements  that  are 
made  in  the  general  housekeeping  of  those  people  are  still  an  Army 
responsibility, 

Mr.  Stefan,  There  are  how  many  in  that? 

Colonel  Dubbelde.  There  are  40  civilian  spaces, 

Mr.  Stefan.  Forty  DP's? 

Colonel  Dubbelde.  No  ;  40  civilian  spaces. 

Mr.  Stefan,  In  the  DP's  ? 

Colonel  Dubbelde.  In  the  DP's,  but  they  do  not  handle  displaced 
persons  alone.  In  addition  to  that,  there  are  what  are  called  civil- 
affairs  agreements.  Those  agreements  deal  with  the  relationships  of 
personnel  in  foreign  countries  surrounding  Germany. 
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Mr.  Stefan.  In  the  DP  camps  they  do  something  else? 

Colonel  DuBBELDE.  Yes,  sir. 

Mr.  Stefan.  Those  40  are  in  addition  to  the  155  ? 

Colonel  DuBBELDE.  There  are  three  categories.  There  are  3,500  mil- 
itary in  that,  155  teachers,  and  40  civilian  spaces,  making  a  total  in 
Germany  of  3,695.  The  schedule  in  the  estimates  will  show  3,707. 
That  is  a  difference  of  12.    Those  people  are  back  here  in  Washington. 

Mr.  Stefan.  There  are  3,695  Americans 

Colonel  DuBBELDE.  Correct. 

Mr.  Stefan.  And  8,000  aliens? 

Colonel  DuBBELDE.  8,000  Germans. 

Colonel  BiNNS.  The  12  people  in  the  difference  are  here  in  Wash- 
ington. It  has  been  necessary  to  get  those  12  people  to  be  the  liaison 
link  between  ERP,  the  Department  of  the  Army,  and  General  Clay. 
They  are  the  representatives  of  General  Clay  here  for  ERP. 

Colonel  DuBBELDE.  You  asked  what  the  strength  was  today,  Mr. 
Wigglesworth. 

Mr.  Wigglesworth.  I  am  trying  to  get  a  comparison.  You  told  us 
for  1949  you  are  asking  for  3,695  Americans  and  8,000  aliens. 

Colonel  Dubbelde.  Yes. 

Mr.  Wigglesworth.  No  military  ? 

Colonel  Dubbelde.  No  military. 

COMPARISON  of  PRESENT  CI^^LIAN  EMPLOYMENT  IN  GERMANY  WITH 

estimate   FOR    1949 

Mr.  Wigglesworth.  How  does  that  compare  with  the  1948  picture? 

Colonel  Dubbelde.  At  the  present  time  we  have  8,668  Germans  and 
a  total  of  4,900  over-all,  and  the  3,270  are  civilians,  and  1,648  are 
military. 

Mr.  Wigglesworth.  That  means,  then,  you  are  going  to  increase 
your  civilian  staff  and  decrease  the  military? 

Colonel  Dubbelde.  I  can  tell  j^ou  how  that  comes  about.  The  liai- 
son and  security  detachments  M-ere  entirely  military,  and  in  proceeding 
with  the  civilianization  program  those  i^eople  who  can  qualify  under 
the  screening  tests  will  be  retained,  and  as  cut-backs  in  other  offices 
come  about  they  will  replace  those  people  and  step  up  the  liaison  secu- 
rity group.  The  reduction  in  the  liaison  security  group  is  one  of  the 
reasons  why  we  can  reduce  the  over-all  force.  There  is  about  a  50- 
percent  cut. 

Mr.  Wigglesworth.  Do  you  mean  you  contemplate  transferring 
425  persons  now  classified  as  military  to  the  civilian  roll? 

liaison  security  detachments 

Colonel  Dubbelde.  Yes,  sir;  that  is  correct.  Those  positions  will 
be  civil ianized.  Those  liaison  security  detachments  will  be  reduced 
by  50  percent  from  what  they  are  today,  giving  them  larger  areas. 

The  Chairman.  Why  do  you  need  to  have  security  detachments; 
why  camiot  the  Germans  do  their  own  policing? 

Colonel  Dubbelde.  This  is  not  a  police  function,  Mr.  Taber.  These 
are  units  that  are  little  sounding  boards  in  the  local  communities  that 
sense  the  pulse  of  the  population,  for  one  thing;  they  contact  the  agri- 
cultural analysis  group  of  security  personnel.     In  other  words,  when 
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they  want  an  agricultural  test  analysis,  they  send  a  special  team 
through.  They  do  that  in  each  landkreis,  in  every  little  county,  and 
now  they  are  going  to  give  them  two  or  three  landkreis,  depending  on 
the  geographical  area. 

You  have  the  same  situation  in  the  United  States,  as  a  matter  of 
fact;  you  have  agricultural  personnel  all  over  the  country,  and  that 
is  exactly  the  kind  of  function  these  people  do. 

In  addition  to  that,  they  have  to  report  on  the  general  pulse  and 
sentiment  of  the  people,  because  they  live  Avith  the  German  people 
and  in  the  little  local  gatherings  they  talk  with  them  day  in  and 
day  out. 

The  British  do  that  far  more  than  we  do.  That  is  one  reason  why 
the  British  show  10,000  as  against  our  3,500 ;  they  employ  3,500,  prac- 
tically, on  these  liaison  security  tests.  We  are  trying  to  get  those 
people  to  come  down  like  we  do,  and  meetings  are  going  on  all  the  time. 

The  Chairman.  And  they  won't  come  down  as  long  as  we  are  pay- 
ing the  bill. 

Mr.  VooRHEES.  We  do  not  pay  that  bill. 

The  Chairman.  Not  directly,  but  indirectly. 

Mr.  Voorhees.  I  would  like  to  say  those  liaison  security  detachments 
are  of  very  great  value  in  our  agricultural  program.  It  would  be  im- 
possible to  keep  any  real  information  as  to  what  the  Germans  are  doing 
otherwise. 

The  Chairman.  You  mean  the  Germans  would  not  keep  any  check, 
that  they  are  not  interested  enough  in  their  ow]i  recovery  to  do  that? 

Mr.  Voorhees.  We  need  to  check  what  the  amounts  are.  There  is 
too  much  motivation  for  the  Germans  to  underestimate,  so  that  they 
can  keep  some  of  it  for  the  black  market,  and  we  have  to  keep  some 
small  American  group  to  keep  a  check  on  them.  I  really  believe  it 
would  be  economical  to  have  more,  but  certainly  we  do  need  this  very 
badly.     They  perform  a  very  valuable  function,  I  think. 

Colonel  DuBBELDE.  That  difference  in  the  figures  of  American  valu- 
ation of  German  production  of  10,000  and  15  compared  with  the  Ger- 
man investment  of  10,000  and  12  gives  you  an  idea  of  the  kind  of 
work  those  people  do. 

The  Chairman.  Are  there  any  further  questions  on  personnel  ? 

Mr.  Stefan.  Wliat  is  the  total  request  for  funds  for  personnel  ? 

Colonel  BiNNS.  $18,313,393. 

Mr.  Stefan.  That  is  for  the  over-all  employment? 

Colonel  Dubbelde.  In  Germany  or  on  behalf  of  Germany. 

The  Chairman.  The  next  is  travel  of  civilian  employees. 

foreign  experts  and  sfeciaijsts,  and  foreign  students 

Colonel  BiNNS.  Prior  to  going  into  that,  there  is  a  portion  of  this 
project  410  we  are  speaking  of  which  I  wish  to  bring  to  the  specific 
attention  of  the  committee. 

The  last  two  items  on  page  1250  of  the  justifications,  "Foreign  ex- 
perts and  specialists"  and  "Foreign  students,"  are  put  under  this  proj- 
ect. We  are  advised  by  the  expert  cultural  people  throughout  the 
country  that  we  can  get,  that  one  of  the  greatest  ways  we  can  get  people 
of  the  world  together  and  exchange  ideas  is  by  an  exchange  of  students. 
There  is  no  money  requested  here  for  tuition  of  such  students,  only  for 
their  maintenance.     The  colleges  will  furnish  the  scholai*ships  free. 
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Mr.  Stefan.  How  do  yoii  work  with  the  ofiice  of  lOE  of  the  Depart- 
ment of  State  in  that  connection? 

Colonel  BiNNS.  That  is  entirely  separate.  . 

Mr.  Stefan.  This  is  a  supplement  to  that? 

Colonel  BiNNS.  It  is  an  entirely  different  program. 

The  CiT AIRMAN.  Tell  us  what  this  program  is. 

Colonel  BiNNS.  This  program,  limiting  the  discussion  to  Germany 
initially,  provides  for  a  certain  number  of  German  students  to  be 
brought  to  tliis  country.  Since  the  figures  set  up  for  our  world  obli- 
gations are  100,  roughly  35  would  be  brought  from  Germany.  They 
would  be  very  carefully  selected  on  their  political  background  and 
also  their  ability  to  pursue  the  course  of  education  in  this  country. 
Free  scholarships  would  be  furnished. 

Mr.  Stefan.  "What  sort  of  age  groups  ? 

Colonel  BiNNS.  Eoughly  21  to  25.     They  are  college-age  people. 

The  Chairman.  Wliat  kind  of  education  would  they  be  given  over 
here  ? 

Colonel  BiNNS.  In  the  arts  and  sciences.  With  reference  to  the 
Germans,  the  idea  is  not  particularly  to  raise  the  level  of  education 
presented  to  them,  because  in  thier  limited  available  colleges  and 
universities  they  have  excellent  courses  of  their  own. 

However,  if  we  move  over  to  the  Korean  field,  where  the  people 
never  were  permitted  an  education,  we  must  give  them  really  more 
of  the  elementary  courses  and  basic  education. 

Mr.  WiGGLESwoRTH.  How  does  that  differ  from  the  work  Mr.  Stefan 
just  referred  to  in  the  State  Department  ? 

Colonel  BiNNS.  That  I  cannot  answer. 

Mr.  Wtgglesworth.  Is  the  State  Department  doing  any  similar 
work  in  Germany,  Japan,  or  Korea  ? 

Colonel  BiNNS.  Not  to  my  knowledge,  but  I  do  not  know. 

The  Chairman.  Well,  they  have  all  sorts  of  money  and  are  spread 
all  over  the  lot  in  that  sort  of  thing.  It  would  seem  like  they  had  more 
money  to  spend  on  it  than  they  could  legitimately  spend,  and  it 
would  be  rather  difficult  for  them  to  spend  effectively  what  they  have. 
It  would  seem  like  they  had  plenty  of  money  to  do  such  a  job  as  this, 
if  this  is  to  be  done. 

Colonel  BiNNS.  I  believe  the  correct  answer  to  Mr.  Wigglesworth's 
question  is  this,  that  the  State  Department  does  not  enter  into  any 
functions  in  the  occupied  areas ;  therefore,  my  belief  is  that  their  policy 
is  directed  to  other  countries  rather  than  those  occupied  by  our  troops. 

Mr.  Cannon.  Before  Colonel  Dubbelde  has  concluded  testimony  I 
would  like  to  ask  a  question  or  two,  Mr.  Chairman. 

The  Chairman.  Yes,  Mr.  Cannon. 

possibility  of  eca  program  benefiting  iron-curtain  countries 

Mr.  Cannon.  Colonel  Dubbelde,  is  there  any  likelihood  that  any  of 
these  provisions  being  made  to  implement  the  Marshall  plan,  through 
the  ECA,  either  will  reach  directly  or  indirectly  any  of  the  iron- 
curtain  countries?  Or  is  there  any  possibility  that  any  of  the  money 
that  is  provided  to  combat  communism,  might  be  used  to  finance 
communism  ? 
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Colonel  DuBBELDE.  From  what  I  have  heard  of  the  program,  Mr. 
Cannon,  no.  It  is  in  connection  with  the  information-control  program 
that  yon  have  in  mind  ? 

Mr.  Cannon.  Or  any  phase  of  any  activity  under  this  broad  general 
over-all  ECA  program  which  might  in  any  way  reach  or  benefit  the 
iron-curtain  countries.  l 

Colonel  DuBBELDE.  I  am  sure  to  the  extent  that  it  is  humanly  pos- 
sible the  Communist  areas  and  the  areas  behind  the  iron  curtain  will 
3iot  receive  any  benefits  from  the  money  appropriated  to  the  military 
government.  But,  on  the  other  hand,  their  areas  will  experience  dif- 
ficulty if  the  objectives  of  the  ERP  program  are  attained.  For  in- 
stance, in  a  comparison  of  the  standard  of  living  alone  and  in  the 
increased  production  and  introduction  of  commodities  and  goods  in 
these  areas  will  have  a  very  marked  effect,  in  my  opinion,  on  the  suc- 
cess of  the  Communist  program  behind  the  iron  curtain. 

The  Chx\irman.  What  could  you  tell  us,  either  on  the  record  or  off, 
about  the  standard  of  living  inside  the  iron  curtain  and  outside  ?  Do 
you  want  it  off  the  record? 

Colonel  DuBBELDE.  I  can  give  you  my  own  experience,  Mr.  Chair- 
man, covering  my  travels  throughout  the  area  outside  the  iron  curtain. 
Frankly  I  know  nothing  about  what  goes  on  behind  it. 

The  Chairman.  You  have  no  way  of  knowing? 

Colonel  DuBBELDE.  I  personally  know  nothing. 

Mr.  Cannon.  Does  any  information  seep  out  into  these  other  areas  ? 

Colonel  DuBBELDE.  If  it  does  it  does  not  get  to  me. 

Mr.  Cannon.  What  disposition  is  made  of  these  young  people  who 
are  impressed  into  labor  service  and  supposedly  sent  away  into  Russia  ? 

Colonel  BiNNS.  We  do  not  know  where  they  are  sent.  It  is  believed 
that  is  where  they  are  sent ;  we  never  hear  from  them, 

Mr.  Cannon.  None  of  them  ever  come  back? 

Colonel  BiNNS,  None,  so  far  as  my  contacts  have  been. 

EFFECT  OF  ECA  PROGRAM  IN  EUROPE 

Mr.  Cannon.  You  think  that  the  action  taken  by  the  United  States 
in  enacting  this  law,  which  we  are  now  implementing  with  an  appro- 
priation, has  had  any  definite  effect  in  Europe  up  to  this  time? 

Colonel  BiNNS.  Yes.  I  asked  every  waiter,  every  head  waiter  in 
the  hotel,  what  their  opinion  of  the  Marshall  plan  was.  Each  one  of 
them  had  an  answer,  and  the  answer  was  consistent — one  said  she 
did  not  know  anj'thing  about  it — but  all  of  the  others  said  that  making 
of  raw  materials  available  meant  that  Germany  was  on  the  way  back. 

Mr.  Cannon.  There  is  a  growing  spirit  of  optimism  ? 

Colonel  BiNNS.  Yes, 

Colonel  DuBBELDE,  I  might  say  that  spirit  does  not  prevail  par- 
ticularly in  Berlin, 

Mr.  Cannon.  How  do  you  account  for  that  difference.  Colonel 
Dubbelde? 

Colonel  Dubbelde.  You  can  see  that,  so  far  as  they  can  see  it,  in 
western  Germany,  but  that  thing  just  does  not  seem  to  exist  par- 
ticularly in  Berlin, 

Mr.  Cannon.  While  Berlin  is  internationalized,  it  is  in  fact  a  part 

of  eastern  Germany? 
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Colonel  DuBBELDE.  It  is  physically  located  in  the  middle  of  the 
Russian  zone. 

Mr.  Cannon.  You  thinlc  there  is  a  distinction  between  those  in 
Russian-controlled  territory  and  those  under  Allied  control  ? 

Colonel  DuBBELDE.  I  think  primarily  because  of  its  geographical 
position  they  are  afraid  that  ultimately,  despite  the  promises  that  have 
been  made,  we  will  leave  them. 

Colonel  BiNNS.  A  very  interesting  fact  to  me  was  that  from  the 
time  we  hit  the  coast  of  France,  in  the  plane  in  which  I  went  to  Ger- 
many and  Austria  by  air,  that  there  was  not  a  single  square  foot  of 
ground  that  appeared  to  be  tillable  that  was  not  under  production. 

Mr.  Cannon.  In  other  words,  they  are  working  ? 

Colonel  BiNNS.  Yes. 

The  Chairman.  How  long  have  you  been  back,  a  week  or  so? 

Colonel  BiNNS.  I  left  there — I  have  only  been  home  4  days,  and  I 
was  particularly  alert  to  this  thing,  because  some  years,  from  1929  to 
1931,  I  lived  in  France  and  I  was  particularly  interested  in  my  ob- 
servation of  France;  and  I  have  seen  Germany  for  3  years;  that  same 
condition  existed  throughout  that  area ;  everybody  is  working  in  Ger- 
many and  Austria  and  every  place. 

Mr.  Cannon.  You  think  that  if  we  are  able  to  give  them  a  chance, 
they  will  cooperate  ? 

Colonel  BiNNs.  Yes;  and  in  Germany  I  noted  there  was  a  reduced 
number  of  young  men,  I  would  say,  between  the  years  of  16  and  25 — 
and  there  is  a  great  number  of  men  in  that  age  bracket — ^who  are 
hanging  around  the  streets.  When  I  left  there  6  or  8  months  ago, 
especially  in  Frankfurt,  it  Avas  not  unusual  to  see  boys  loafing  on  the 
streets,  looking  at  the  bricks  and  doing  nothing  about  it.  That  was 
particularly  not  evident  in  Beidin. 

I  am  just  giving  you  my  own  personal  experience,  because  I  am 
very  much  interested  in  this. 

CONDmON  OF  DRAFT  ANIMALS  IN  GERMANY 

Colonel  BiNNS.  There  is  another  thing  I  would  like  to  call  your 
attention  to,  and  that  is  with  respect  to  the  condition  of  draft  animals 
which  have  deteriorated  so  rapidly,  in  the  short  time  since  I  left 
Germany  last  fall. 

As  you  know,  the  German  draft  animal  is  the  big  Belgian  horse,  and 
a  German  does  everything  he  possibly  can  to  feed  it  so  that  he  can 
get  work  out  of  it.  They  are  usually  very  good  to  the  animals,  and 
when  I  left  last  fall  the  animals  were  in  good  condition.  Today  I 
saw  emaciated  animals  plowing  with  their  ribs  almost  sticking  out. 

Mr.  Cannon.  That  is  because  of  the  lack  of  forage. 

Colonel  BiNNs.  The  lack  of  forage;  yes.  And  it  was  so  perfectly 
obvious  that  unless  they  could  get  more  forage,  they  could  not  continue 
to  work. 

Mr.  Cannon.  And  so  many  of  their  farming  areas  are  divided  up 
into  sections  too  small  to  warrant  the  use  of  tractors  and  other  power 
machinery  and  makes  it  necessary  for  them  to  depend  upon  draft 
animals. 

Colonel  BiNNs.  That  is  correct.  And  if  you  take  away  and  draft 
animals  you  take  away  the  manure,  and  if  you  take  away  the  manure 
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you  deplete  the  fertilizer,  and  if  they  do  not  have  feed  with  proper 
value  the  manure  is  of  less  value.  But  the  animals  were  in  a  very 
pitiable  condition,  that  is,  the  draft  animals. 

Mr.  Cannon.  That  was  general  ? 

Colonel  BiNNS.  That  was  general,  yes ;  in  many  parts  of  Germany 
and  in  Austria. 

Mr.  Cannon.  Are  their  breeding  operations  continuing? 

Colonel  BiNNS.  I  could  not  answer  that.  The  thing  that  I  noted  was 
the  desire  of  the  farmers  throughout  the  winter  to  keep  as  many 
head  as  was  possible.  Of  course,  they  reduced  the  level  according  to 
the  amount  of  forage  available.  There  just  was  not  enough  food  as 
it  was. 

With  respect  to  cattle,  while  they  are  coming  along,  as  Colonel 
Andrews  said,  because  of  the  spring  grass,  they  are  now  coming  along 
and  a  few  of  the  individual  farmers  have  been  able  to  get  a  limited 
amount  of  food  for  animals,  but  as  I  said,  they  are  in  a  very  thin, 
emaciated  condition. 

EFFECT  OF  LOW  CALORIES  ON   PEOPLE  IN  GERMANY 

Colonel  BiNNS.  I  might  give  you  one  illustration  with  reference  to 
the  food  situation,  concerning  one  woman  whom  I  knew  for  a  period 
of  about  a  year  and  a  half.  At  that  time  she  was  living  in  the  house 
of  some  Americans  who  were  willing  to  feed  her.  She  had  her  German 
ration,  plus  a  certain  amount  of  things  which  the  family  furnished, 
so  she  had  the  standard  amount  of  food  the  family  had. 

At  that  time  she  weighed  in  the  neighborhood  of  155  pounds. 

I  saw  the  same  woman  the  other  day  and,  during  the  7  months  she 
had  deviated  from  that  particular  typfe  of  diet  to  the  straight  Ger- 
man diet,  that  woman  has  lost  30  pounds;  she  is  down  to  120. 

Mr.  Stefan.  That  was  with  the  calorie  content  of  about  1,350  to 
1,400?  # 

Colonel  BiNNS.  It  was  a  very  strict  diet. 

Mr.  VooRHEES.  It  has  been  raised  in  the  meantime. 

Mr.  Stefan.  What  did  she  get;  about  1,350  to  1,400? 

Colonel  BiNNS.  When  I  was  there  she  was  getting  around  1,500. 

Mr.  Stefan.  So  probably  she  is  getting  more  ? 

Colonel  BiNNS.  She  was  getting  somewliere  about  that  amount. 
And  as  I  said,  at  that  time  I  first  referred  to,  she  was  getting  around 
3,000  calories  a  day. 

Mr.  Stefan.  That  is  before  she  went  back  on  the  German  regulation 
diet? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  Which  was  around  1,300  to  1,360? 

Colonel  BiNNS.  Yes. 

Mr.  Voorhees.  We  are  up  to  1,600  now. 

Mr.  Stefan.  That  might  be  good  information  for  some  of  these 
people  who  want  to  reduce. 

Colonel  BiNNS.  She  was  in  good  health. 

The  Chairman.  How  old  was  she  ? 

Colonel  BiNNs.  She  is  32  probably ;  30  to  32. 

The  Chairman.  Are  there  any  further  questions  before  we  take  up 
the  personnel  item  ? 
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DISCUSSIOX  or  EXCHANGE  OF  FOREIGN  STUDENTS 

Mr.  Stefan.  I  want  to  ^o  back  to  what  we  were  talking  about.  We 
were  talking  about  the  exchange  of  students  a  while  ago. 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  You  say  you  are  going  to  have  35  from  Germany? 

Colonel  BiNNS.  That  is  the  estimate  out  of  the  total  of  foreign  ex- 
change students  which  we  have  set  up  for  all  areas.  ^ 

Mr.  Stefan.  We  are  talking  about  part  8  in  project  410? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  Part  8,  foreign  students? 

Colonel  BiNNS.  Yes ;  100  is  the  total  for  all  areas. 

Mr.  Stefan.  That  is  for  all  areas,  and  35  are  from  Germany? 

Colonel  BiNNS.  Our  expectation  is  that  one-third  would  go  to  Ger- 
many, one-third  to  Japan,  and  the  remainder  would  be  divided  be- 
tween Korea  and  Austria. 

Mr.  Stefan.  When  talking  about  the  35  from  Germany  you  say 
they  would  range  in  age  from  21  to  25 ;  that  is  the  same  35  that  you 
were  discussing  with  the  chairman? 

Colonel  BiNNS.  Yes. 

Mr.  Si-EFAN.  And  would  cost  $221,000.  There  is  no  difference  in 
the  objective  between  this  program  and  the  OIE ;  the  only  difference, 
from  what  you  tell  me  and  from  what  I  know  about  the  OIE  program 
of  tthe  State  Department  is  that  the  State  Department  is  not  operating 
in  the  occupied  areas  paricularly  with  exchange  students.  Is  that  not 
about  correct? 

Colonel  BiNNS.  May  I  say  this,  if  you  are  speaking  of  the  35  Ger- 
man students,  they  would  cost  about  one-third  of  the  $221,000,  or 
approximately  $70,000.     The  $221,000  is  for  the  100. 

Mr.  Stefan.  That  is  for  the  total  number  of  100  ? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  But  the  explanation  is  that  the  OIE  of  the  State  De- 
partment is  not  carried  on  in  occupied  areas  ? 

Colonel  BiNNS.  That  is  my  belief,  but  I  would  not  answer  the  ques- 
tion positively. 

new  YORK  field  OFFICE 

Mr.  Stefan.  How  about  part  5;  it  seems  like  we  started  a  little 
backwards.  We  should  have  started  with  part  5,  which  is  the  United 
States  New  York  field  office  where  you  are  proposing  75  people  at  a 
cost  of  $327,276. 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  What  are  those  75  people  going  to  do  in  New  York? 

Colonel  BiNNS.  Those  75  people — the  details  of  that  are  explained 
on  page  1250. 

Mr.  Stefan.  I  have  that  before  me,  but  can  j^ou  not  tell  us  what 
it  is? 

Colonel  BiNNs.  Yes,  I  can.  The  New  York  field  office  is  an  auxiliary 
office  of  the  Civil  Affairs  Division,  Special  Staff,  of  the  Department  of 
Army,  here  in  Washington.  It  is  the  duty  of  that  office  to  effect  liaison 
with  the  informational  media,  such  as  stage  plays,  radio,  i-adio  broad- 
casting, periodicals,  and  similar  media,  to  screen  every  play  and  every 
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book  and  every  radio  that  is  selected  for  either  showing  or  distribu- 
tion in  the  occupied  areas  to  assure  that  only  media  is  sent  into  those 
areas  which  will  give  a  true  representation  of  the  American  way  of  life 
rather  than  the  type  of  life  that  might  be  depicted  from  some  of  the 
pulp  magazines  and  certain  very  poor  types  of  magazines  and  books. 

MOTION  PICTURES 

Mr.  Stefan.  What  about  the  motion  pictures;  are  they  to  be  8  mm. 
or  16  mm.,  or  what? 

Colonel  BiNNS.  Regular  size. 

Mr.  Stefan.  Usual  size  ? 

Colonel  BiNNs.  We  are  going  to  deal  witli  tlie  industry's  ^lotion 
Picture  Export  Association. 

Mr.  Stefan.  And  these  pictures  will  be  distributed  in  the  regular 
theaters  in  the  occupied  areas? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  And  they  are  to  go  into  all  areas  ? 

Colonel  BiNN..  Yes. 

Mr.  Stefan.  What  liaison  do  you  have  between  the  OIE,  which 
is  doing  the  same  thing  in  the  rest  of  the  world  ? 

Colonel  BiNNS.  I  could  not  answer  that. 

Mr.  Stefan.  You  do  not  work  with  them  at  all  ? 

Colonel  BiNNs.  No. 

Mr.  Stefan.  Are  you  to  make  any  films  yourself  ?  fl 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  What  type  of  production? 

Colonel  BiNNS.  We  will  make  certain  documentary  films ;  they  are 
made  under  the  auspices  of  this  New  York  field  office. 

Mr.  Stefan.  Do  you  advertise  for  bids  or  do  you  have  direct  con- 
tracts ? 

Colonel  BiNNS.  Direct  contracts. 

Mr.  Stefan.  Why  do  you  not  advertise  for  bids  for  this  activity  ? 

Colonel  BiNNS.  I  believe  that  the  correct  answer  to  that  is  this: 
(ieneral  McClure,  who  is  in  charge  of  the  field  office  work,  is  integrat- 
ing his  activities  with  the  radio  companies,  and  they  in  turn,  according 
to  their  schedule  of  production  and  the  ability  of  the  particular  script 
writers,  are  writing  the  type  of  documentary  films  that  we  wish,  and 
also  collections  are  made  from  the  several  companies. 

Mr.  Stefan.  How  manv  do  you  plan  to  produce  in  the  fiscal  year 
1949? 

Colonel  BiNNS.  I  have  that  figure  and  I  can  give  it  to  you — 60.  I 
gave  it  to  Mr.  Wigglesw^orth  yesterday. 

Mr.  Stefan.  How  many  are  there,  and  how  much  is  it  going  to  cost  ? 

Colonel  BiNNS.  I  will  have  to  get  that  for  you. 

Mr.  Stefan.  The  money  which  is  asked  for  here  is  merely  for 
salaries  ? 

Colonel  BiNNs.  That  is  all. 

Mr.  Stefan.  The  salaries  of  75  people,  $327,276  ? 

Colonel  BiNNs.  Yes. 

Mr.  Stefan.  Wliat  are  they  going  to  produce ;  motion-picture  films? 

Colonel  BiNNS.  Motion-picture  films. 

Mr.  Stefan.  Where  does  that  appear  in  this  statement  ? 

Colonel  BiNNS.  That  is  in  project  160. 
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Mr.  Stefan.  It  is  in  the  informational  material,  is  it  not? 

Colonel  BiNNS.  It  is.  I  can  give  3''on  a  round  figure.  The  figure  for 
the  year  for  all  areas  is  approximately  $500,000  for  documentary  films. 

Mr.  Stefan.  Those  are  new  films  ? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  Can  you  not  get  existing  films,  and  even  some  films 
which  the  OIE  have  already  produced  ? 

Colonel  BiNNS  I  could  not  answer  that  question. 

Mr.  Stefan.  The  j)urpose  of  these  films  is  in  order  to  give  the 
people  in  Germany  and  the  occupied  areas  a  true  picture  of  American 
life? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  That  is  the  same  purpose  that  the  OIE  in  the  State 
Department  has.  Colonel  Binns;  they  are  in  existence  for  the  same 
purpose  and  they  produce  films  for  the  same  purpose  and  why  can  you 
not  buy  them  together  ? 

Colonel  Binns.  I  could  not  answer  that. 

Mr.  Stefan.  But  we  ought  to  know  as  the  committee,  because  we  are 
appropriating  the  taxpayers'  money. 

Colonel  Binns.  Whether  we  could  exchange  films  ? 

Mr.  Stefan.  Yes ;  you  could  exchange  them  ? 

Colonel  Binns.  My  thought  would  be  that 

Mr.  Stefan.  I  am  talking  about  buying  them  together. 

Colonel  Binns.  The  OIE  program  differs  from  ours ;  in  other  words, 
a  tjpical  example  would  be  that  the  average  day  of  the  American 

Mr.  Stefan  (interposing).  The  purpose  is  to  do  the  same  thing; 
the  objective  is  just  the  same ;  there  is  no  difference  in  the  objective  of 
the  operation,  except  this  is  released  by  the  Army. 

Colonel  Binns.  Yes. 

Mr.  Stefan.  And  the  other  is  released  by  the  State  Department  and 
why  can  you  not  buy  them  from  the  same  source? 

Colonel  Binns.  I  will  be  glad  to  look  into  that. 

Mr.  Stefan.  That  saving  should  not  be  neglected.  We  are  spend- 
ing millions  of  dollars  on  information  and  relief  programs ;  a  part  of 
that  is  the  Army's  program  and  some  of  it  is  being  done  through  the 
State  Department's  informational  program;  they  are  buying  pic- 
tures, producing  pictures,  and  doing  the  same  thing.  They  are  con- 
tracting; they  are  not  advertising  for  bids  either.  You  get  the  point 
I  am  developing. 

Colonel  Binns.  I  understand,  yes.  The  actual  production  of  the 
films  is  not  in  my  field. 

Mr.  Stefan.  But  you  are  here  justifying  an  appropriation  for  the 
salary  of  people  who  will  produce  them. 

Colonel  Binns.  Yes;  but  the  point  you  make  is  one  that  I  will  be 
glad  to  look  into. 

Mr.  Stefan.  We  ought  to  have  a  record  here,  Mr.  Chairman,  show- 
ing how  many  pictures  they  plan  to  produce  in  1949,  the  size  of  the 
films,  how  many  copies,  how  many  titles,  and  so  on. 

(The  information  requested  follows:) 

ACQUIRED   DOCUAtENTARY  AND   EDUCATIONAL  FII.MS 

The  importance  of  the  motion  picture  in  the  reorientation  program  is  self- 
explanatory.  By  the  use  of  films,  these  peoples  can  see  for  themselves  the 
democratic  processes  at  work. 
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Because  of  the  visual  factor,  films  cau  be  more  directly  and  immediately 
effective  than  any  other  media  of  expression.  The  film  overrides  the  lack  of 
education,  for  it  can  be  understood  by  people  without  much  formal  education. 
It  interests  these  people  while  at  the  same  time  it  instructs  them  and  makes  a 
lasting  impression. 

Documentary  and  educational  films  are  screened  and  selected  by  the  screening 
unit.  All  films  are  subject  to  the  approval  of  the  occupied  areas.  Rights  are 
then  purchased  and  the  preprint  material  shipped  to  the  area  for  translating 
and  processing. 

Documentary  films  are  distributed  both  commercially  and  noncommercially. 
Commercial  showings  are  in  the  public  theaters  and  in  Germany  and  Austria 
are  part  of  the  "package  program"  which  includes  a  feature  film,  a  United  States 
documentary,  and  the  news  reel. 

The  noncommercial  showings  are  in  the  information  centers,  churches,  youth 
groups,  labor  halls,  etc.  All  films  receive  the  widest  possible  distribution  in  all 
areas,  and  have  always  been  well  received  by  the  civilian  populations. 

Documentary  films  average  two  reels  or  15  to  20  minutes  in  length. 

The  following  is  a  total  number  of  United  States  documentary  films  that  have 
been  supplied  to  the  occupied  areas  :  Germany,  131 ;  Austria,  116 ;  Japan,  104 ;  and 
Korea,  136. 

Approximately  1,500  films  were  screened  by  this  office  in  the  process  of  selecting 
the  films  which,  in  terms  of  quality  and  content,  would  visually  present  our 
reorientation  and  reeducation  objective. 

In  order  to  get  a  complete,  well-balanced  program,  all  documentary  films  are 
broken  down  into  categories.  The  following  is  a  list  of  the  categories  that 
are  used  along  with  sample  titles  of  films  that  have  been  distributed  in  each 
group : 

America — Our  Democracy :  International  relations  : 

Tuesday  in  November  World  Food  Problems  ^ 

Americans  All  People's  Charter 

How  a  Bill  Becomes  a  Law  Seeds  of  Destiny 

Pennsylvania  Local  Governments  in    Music  and  art : 
Action  Hymn  of  the  Nations 

America— Our  People :  ^'"^^ic  in  America 

The  Town  A  City  Sings 

County  Agent  Foreign  lands : 
City  Pastoral  Northern  Ramparts 

Men  of  Medicine  Panama 

.        .        r\      T      A,  Viva  Mexico 

America — Our  Land:  d^^,.i^c  ^f  r<„^o^„ 

Tt^  «-  ^-P  TVT ,  -D-.,.i,  Peoples  of  Canada 

Port  of  New  York  ,„     , ^  ^      jj . 

Power  and  the  Land  ^^"^^^^  ^fj  4Vh«.„ 

The  Bio-  Harvest  ^  ^^^^  Reborn 

xim  xiij,  xiai\t;&L  Miscellaneous* 

America— Our  Industry :  Geography  From  the  Air 

Steel  Town  Men  of  Tomorrow 

Story  of  the  Lincoln  Tunnel  Feminine  Class 

Campus  Comes  to  the  Steel  Worker  Educational  films— adult: 
Round  Trip  I^eep  'Em  Out 

Community    resources    (schools,   hospi-  Winged  Scourge 

tals,  etc.)  :  Malaria — Cause  and  Control 

A  Child  Went  Forth  School  of  Fire  Fighters 

The  School  Educational  films-classroom: 

What  Is  Science? 
Freedom  to  Learn  Forests  and  Conservation 

Play  Is  Our  Business  Parliamentary  Procedure  in  Action 

To  assure  the  occupied  areas  of  a  balanced  up-to-date  uocumenrary  ana  educa- 
tional film  program,  it  is  estimated  that  75  titles,  or  approximately  100  reels  will 
be  needed  during  fiscal  year  19-19. 

Attached  hereto  are  copies  for  the  following  documentary  scripts:  The  Blue 
Ribbon,  Library  of  Congress,  port  of  New  York. 

Original  Documentary  Films 

After  selecting  all  the  best  documentary  films  that  are  available  from  commer- 
cial companies,  other  Government  agencies,  institutions,  etc.,  this  ofiice  has  found 
a  very  definite  need  for  films  in  certain  categories — needs  that  can  only  be  filled 
by  the  production  of  the  films  by  this  oflBce. 
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The  fact  that  all  the  best  documentary  films  available  have  been  screened  has 
been  verified  by  various  State  Department  officials ;  Mr.  Arthur  Mayer,  formerly 
documentary  adviser  to  Secretary  of  War  ;  and  other  authorities  on  the  subject. 

Categories  that  are  lacking  documentary  fihns  and  sample  subjects  that  this 
office  proposes  to  make  are  as  follows  : 
America — Our  Democracy : 
Freedom  of  the  Press 
America — Our  People : 

The  American  Woman  • 

American  Authors 
Settlement  House 
America — Our  Land  : 

The  City  (series  of  six) 
Community  Resources : 

Adult  Education 
Music  and  Art 

Berkshire's  Music  Festival 
American  Ballet 
These  films  will  in  no  way  duplicate  film  already  completed  or  films  in  produc- 
tion by  any  commercial  film  producer  or  any  other  Government  agency. 
All  films  would  be  produced  by  independent  producers  under  contract. 
It  is  noted  that  the  following  films  have  already  been  completed  by  this  office : 
Rural  Co-op  and  Nuremberg  Trial.     Script  and  film  research  only.     Final  editing 
was  completed  in  Germany. 

A  film  currently  in  work  is  Japan  and  the  World  Today. 

News  Reel 

This  office  has  a  trading  agreement  with  the  five  major  United  States  news- 
reel  companies,  whereby  all  United  States  news-reel  stories  are  made  available  to 
the  civil  affairs  division  and  in  turn  all  news-reel  material  received  from  the 
occupied  areas  is  made  available  to  the  United  States  news-reel  pool.  This 
process  works  to  the  satisfaction  of  all  concerned  and  assures  the  occupied  areas 
of  a  complete  first -class  release. 

Average  weekly  news-reel  shipments  made  to  the  areas  ai"e  as  follows :  Ger- 
many, 700  feet ;  Japan,  1,000  feet ;  and  Korea,  1,000  feet. 

It  is  noted  that  the  same  news  reel  (Welt  Im  Film)  is  used  in  Germany  and 
Austria. 

This  office  also  produces  special  or  "long"  news-reel  stories  for  use  in  the  occu- 
pied areas.  These  long  news  reels  are  fully  developed  news-reel  stories  and  are 
made  to  make  the  material  more  understandable  or  more  meaningful  to  the 
overseas  audiences. 

A  sample  of  this  is  the  Soap  Box  Derby.  Instead  of  just  showing  the  news-reel 
coverage  of  the  finals  at  Cleveland  and  the  1947  champion  being  covered,  we 
developed  an  interesting  8-minute  story  giving  the  background  to  this  interesting 
event — showiTig  the  kids  putting  the  cars  together,  the  test  runs,  the  preliminary 
and  regional  races,  etc.  This  then  becomes  an  interesting  story  on  American 
life  to  the  foreign  audience,  instead  of  showing  just  some  American  kids  rolling 
down  a  city  street. 

Other  typical  stories  that  have  been  used  by  the  civil  affairs  division  are: 
Danbury  Fair,  Police  Athletic  League,  Macy's  Christmas  Parade,  and  College 
Broadcasting  System. 

Feature  Films 

This  office  maintains  close  liaison  with  the  Motion  Picture  Export  Association. 
This  agency,  an  affiliate  of  the  Motion-Picture  Association,  represents  eight  of 
the"  major  Hollywood  companies  and  is  the  sole  distributor  of  American  films  in 
each  of  the  four  occupied  areas. 

The  selections  of  feature  films  are  made  in  the  occupied  areas,  subject  to  review 
by  tliis  office.  Upon  approval  an  order  is  then  forwarded  to  MPBA.  When  mate- 
rial is  ready  for  shipment,  MPEA  informs  tliis  office  and  proper  shipping  instruc- 
tions are  issued.  It  is  noted  that  no  film  is  shipped  unless  it  is  approved  by  the 
MPEA  selectivity  committee. 

The  following  is  the  total  number  of  feature  films  that  has  been  released  in 
the  occupied  areas:  Germany,  80:  Japan,  182:  Austria.  90:  and  Korea,  .SO. 

The  motion-picture  industry  has  been  most  cooperative  and  makes  available 
to  this  office  any  film  released  during  the  past  10  years.  Typical  of  films  currently 
being  shown  in  the  occupied  areas  is  The  Best  Years  of  Our  Lives,  1947  academy 
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award  winner.  Other  films  currently  being  clistribvited  include:  Miracle  on 
Thirty-fourth  Street,  Old  Acquaintance,  The  Late  George  Appley,  Abe  Lincoln 
in  Illinois,  All  This  and  Heaven  Too,  Gentleman  Jim,  Hunchback  of  Notre  Dame. 
Keys  of  the  Kingdom,  Our  Vines  Have  Tender  Grapes,  Anna  and  the  King  of 
Siam,  Going  My  Way,  and  The  Bells  of  St.  Mary's. 

Mr.  Stefan.  Then  I  would  like  to  have  you  explain  why  it  is  that 
you  cannot  procure  these  pictures  from  the  same  source,  since  the 
objective  is  the  sam«.  Of  course,  I  know  the  Army  has  a  program  in 
the  occupied  zones,  but  the  objective  is  the  same,  and  I  do  not  see 
why  you  cannot  get  the  films  from  the  same  source  and  save  some 
money. 

Colonel  BiNNS.  I  will  be  glad  to  prepare  something  on  that. 

Mr.  Stefan.  Besides  the  motion-picture  films,  you  have  another 
program  ? 

Colonel  BiNNS.  Yes. 

RADIO   PROGRAM 

Mr.  Stefan.  You  have  a  radio  program. 

Colonel  BiNNS.  Screen  and  radio. 

Mr.  Stefan.  On  radio,  can  you  give  us  some  sample  scripts  of  the 
radio  program  you  put  out? 

Colonel  BiNNS.  There  are  two  types :  One  for  the  radio-broadcast 
system,  in  which  the  script  is  written  here  and  sent  into  the  occupied 
areas  for  broadcast. 

The  other  is  in  connection  with  the  news  reel,  which  is  compiled  in 
New  York  City  and  distributed  to  the  occupied  areas. 

Mr.  Stefan.  That  is  tlie  news  reel  that  would  go  with  the  motion 
pictures  ? 

Colonel  BiNNs.  It  is  a  separate  reel,  however. 

Mr.  Stefan.  It  is  a  news  reel  that  goes  with  the  motion  picture  ? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  Will  you  give  us  a  break-down  of  the  motion-picture 
story  and  also  give  us  the  number  of  people  who  are  working  on  that. 

Colonel  BiNNs.  Yes. 

Mr.  Stefan.  And  give  us  the  radio  statement  separately. 

Colonel  BiNNS.  Yes. 

(The  information  requested  is  as  follows :) 

Reorientation  Branch— Civil  Affairs  Division 

GENERAL 

Prepares  CA/MG  plans,  policies,  and  directives  to  bring  about  the  reeducation 
and  reorientation  of  peoples  in  occupied  areas,  dealing  directly  with  any  govern- 
mental or  private  person  or  agency  to  insure  tliat  reorientation  requirements  of 
the  military  authorities  in  occupied  areas  are  processed  and  fnltilled. 

Encourages  the  development  of  democratic  ideas,  respect  for  fundamental 
individual  rights,  particularly  freedom  of  religion,  assembly,  speech,  and  the 
press,  and  the  development  of  individual  political  responsiliility,  in  accordance 
with  establislied  governmental  policies  to  be  accomplislied  through  the  utilization 
and  necessary  control  of  the  following  means :  Schools,  churches,  libraries,  social 
organizations,  youth  movements,  international  exchange  of  persons,  cultural 
materials  and  mass  media  such  as  press,  books,  and  publications. 

Coordinates  plans  and  dire*  tives  witlnn  the  Department  of  tlie  Army  and  other 
Government  agencies. 
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Reviews,  follows  up,  and  coordinates  theater  requests  with  respect  to  reorienta- 
tion and  reeducation. 

Collects,  prepares,  and  issues  news  and  news  feature  material  for  use  in  the 
occupied  areas. 

Recommends  the  procurement  of  books,  textbooks,  library,  and  religious  mate- 
rial, visual  display  material,  and  other  infornuilioiial  inatorials  required  to  im- 
plement approved  reorientation  policies. 

Reviews  and  initiates  or  secures  action,  whichever  is  appropriate,  on  theater 
requests  for  above  materials. 

Provides  personnel  for  ad  hoc  or  working  subcommittees  of  the  Joint  Chiefs 
of  Staff,  the  State-Army-Navy-Air-Coordinating  Committee,  and  the  Far  Eastern 
Commission. 

PRESS  SECTION 

Prepares,  collects,  and  issues  news  background,  news  features,  ami  photographs 
for  publication  in  the  idigenous  press  and  periodicals  of  occupied  areas,  including 
making  arrangements  for  transmission  and  reception  abroad  and  for  servicing 
to  indigenous  news  agencies  in  occupied  areas. 

Maintains  policy  liaison  with  Department  of  State  and  prepares  and  transmits 
oi^erational  guidance  for  overseas  personnel  engaged  in  information  control  or 
dissemination. 

Acts  on  various  special  Department  of  Army  requests  for  material  within  the 
scope  of  the  section. 

Furnishes  material  for  and  guides  the  overt  press  in  Germany  (Amzone)  and 
Austria. 

Performs  necessary  research  and  outside  reporting  to  enhance  quality  and 
usefulness  of  section  output. 

EDUCATION  AND  RELIGION  POLICY  SECTION 

Initiates  policies  with  regard  to  education,  religion,  social  organization,  youth 
movements,  and  international  exchange  of  persons  in  occupied  areas,  and  for 
operational  duties  in  connection  therewith. 

Evaluates  all  cultural  projects  for  usefulness  in  reorientation  program. 

Makes  recommendations  regarding  all  matters  pertaining  to  schools  of  all 
levels  and  adult  education. 

Drafts  SANACC  studies,  policy  and  action  papers  for  guidance  and  control 
of  theater  commanders. 

Establishes  and  maintains  liaison  with  government  agencies,  private  industry, 
institutions,  colleges  and  universities,  educational  associations  and  cultural 
societies  to  carry  out  the  general  objectives  of  the  section. 

Processes  requests  for  expert  consultants  and  applications  for  exchange  of 
persons  for  cultural  purposes,  and  obtains  necessary  coordination  with  De- 
partment of  State  and  other  Department  of  Army  agencies. 

INSTRUCTIONAL  AND  CULTURAL  MATERIALS  SECTION 

Supplies  and  services  an  estimated  64  information  centers  in  Austria,  Ger- 
many, Japan,  Korea,  and  the  Ryukyu  Islands. 

Supplies  through  normal  procurement  channels  and  individual  requests  rights 
to  translate  and  reproduce  American  copyrighted  publications  in  the  occupied 
areas. 

Reviews  books  and  publications  to  determine  their  usefulness  in  reeducation  and 
reorientation  program. 

Keeps  abreast  of  current  foreign  relations  policy  and  x'ecommends  necessary 
changes  in  existing  policy. 

Presents  to  publishers  and  others  reorientation  problems  and  obtains  coopera- 
tion in  meeting  theater  requirements. 

Works  with  individuals  and  committee  at  SANACC  level  in  the  formulation  of 
policy  in  relation  to  the  reeducation  and  reorientation  programs. 

Reviews  theater  reports  of  reorientation  and  reeducation  accomplished  and 
evaluates  them  as  to  conformance  with  existing  policy  and  as  to  their  use  as  the 
basis  for  additional  jwlicy  recommendations. 
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SPECIAL  PEOJECTS 

Assists  in  planning  projects  designed  to  accomplish  the  program  of  reeducation 
and  reorientation  In  occupied  areas. 

Exercises  administrative  supervision  and  control  over  all  budget,  fiscal,  and 
procurement  action  required  to  accomplish  the  mission  of  the  branch. 

Prepares  periodic  revision  of  budget  plans  and  estimates  for  purpose  of  re- 
eduaction  and  reorientation  in  occupied  areas. 

Screens  theater  requirements  for  reeducation  and  reorientation  services,  sup- 
plies and  equipment,  and  plans  procurement  thereof. 

Prepares  procurement  and  supply  reciuests  and  transmits  them  to  Logistics 
Division  when  procurement  is  to  be  accomplished  in  the  United  States,  and  pre- 
pares outgoing  communications  required  when  procurement  is  to  be  accomplished 
by  theater  commanders. 

ADMINISTRATIVE  SECTION 

Performs  normal  administrative  functions  required  to  support  above-described 
activities. 


Personnel  statistics,  reorientation  branch,  civil  affairs  division 

Officers 

Civilian  employees 

CAF-3  to  7 

CAF-8  to  13 

Chief...    ... 

IT 

l' 

1 

2 

4 

0 

0 

2 

1 
0 
0 
5 
3 
5 
3 
1 

n 

Deputy 

0 

Executive 

0 

Administrative .  _     

n 

Education  and  relifrion  policy . 

2 

Instructional  and  cultural  materials __ 

4 

Press  .  _ _ .. 

6 

Special  projects 

0 

Total.... ._ 

11 

18 

12 

New  Yokk  Field  Office,  Civil  Affairs  Division 

The  New  York  field  office,  under  the  control  of  the  Chief,  Civil  Affairs  Division, 
assists  military  authorities  in  occupied  areas  by  initiating  plans,  policies,  and 
directives  applicable  to  the  people  of  occupied  areas  in  the  fields  of  cultural  ma- 
terials and  mass  media  of  periodicals,  radio,  motion  pictures,  theater,  art,  and 
music;  collects,  prepares,  and  issues  special  articles,  periodicals,  and  booklets; 
recommends  the  procurement  of,  and  edits,  adapts,  or  rescores  completed  motion- 
picture  films  (including  news  reels),  still  picture  and  film  strips.  On  request 
from  overseas  commands  recommends  the  procurement  of  plays,  music,  art, 
radio-program  material,  visual  display  material,  raw  stock,  and  film  equipment 
required  to  implement  approved  policies  for  these  information  media ;  and,  coor- 
dinates as  necessary  with  other  government  and  civilian  agencies  with  respect 
to  those  matters. 

PERIODICALS  SECTION 

Prepares,  collects,  clears  for  publication,  and  transmits  magazine  articles  and 
specially  selected  features,  on  its  own  initiative  and  by  request  from  the  occupied 
areas,  to  military  government  agencies  in  the  overseas  theaters  for  use  in  the 
indigenous  press  and  periodicals  of  Germany,  Austria.  Trieste,  Japan,  and  Korea ; 
as  well  as  the  editorial  content  of  three  government  sponsored  magazines  pub- 
lished in  Germany  and  Austria  covering  pictorially  and  in  print  a  broad  range  of 
political,  social,  economic,  cultural,  and  scientific  subjects  designed  for  the  re- 
education and  reorientation  of  the  peoples  in  the  occupied  areas. 

THEATER  SECTION 


Selects,  procures,  and  transmits  to  the  occupied  areas  American  stage  plays, 
musicals,  and  other  theater  materials  to  promote  the  objectives  of  reeducation 
and  reorientation  through  both  the  professional  and  amateur  stage  of  those  areas ; 
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investigates  copyright  ouTiership  and  obtains  copyright  clearance  therefor;  pro- 
vides for  such  translations  and  adaptations  as  are  required ;  prepares  pertinent 
publicity  and  reference  material  fur  use  in  tlie  occupied  areas;  maintains  close 
liaison  with  the  American  theater  industry ;  and  maintains  records  of  collected 
royalties  and  critical  reviews. 

RADIO  SECTION 

Initiates,  formulates,  and  coordinates  radio  policy  and  facility  planning  for 
(ic(!upied  areas ;  recommends  the  production  of  radio  programs  and  obtains  copy- 
right clearance  thereof;  selects,  malves  available,  and  clears  radio  scripts  and 
radio-program  materials  for  occupied  areas  use;  effects  policy  liaison  with  the 
Department  of  State  for  short-wave  radio  programs  heard  or  rebroadcast  within 
occupied  areas;  establishes  and  maintains  liaison  with  the  radio  broadcasting 
industry,  radio  departments  of  educational  institutions,  professional  radio  socie- 
ties, and  such  other  governmental  or  private  organizations  as  is  necessary. 

MOTION   PICTURE   SECTION 

Screens,  assist  in  selection  of,  and  orders  feature  films ;  initiates,  plans,  de- 
velops, and  coordinates  motion-picture  projects  designed  to  promote  the  objec- 
tives of  reorientation  and  reeducation ;  develops  film  ideas ;  oversees  production 
under  contract :  recommends  the  procurement  of,  and  adapts,  edits,  and  rescores 
completed  motion-picture  film  (including  news  reel)  and  film  strips  for  commer- 
cial and  educational  or  public  informational  showing  in  the  occupied  areas; 
prepares  pertinent  utilization  materials;  plans  for  the  distribution  of  such  films, 
('(iuipment,  and  material  in  the  occupied  areas;  recommends  procurement  and 
shipment  to  the  occupied  areas  of  requested  United  States  motion-picture  fea- 
tni-e  films,  short  subjects,  and  news-i-eel  material. 

MUSIC  AND  ART  SECTION 

Selects,  recommends  procurement,  and  transmits  to  the  occupied  areas  orches- 
tral material  for  the  music  rental  libraries,  color  lithographs,  and  color  slides 
of  art  subjects,  recordings,  and  music  for  the  collections  of  nonorehestral  music 
for  all  information  centers;  obtains  copyright  clearance  necessary  for  perform- 
ance, broadcast,  and  recording  of  American  music  in  the  occupied  areas;  selects 
and  prepares  for  display  in  occupied  areas  requested  exhibits  requiring  major 
use  of  institutions  and  facilities ;  furnishes  biographical  and  critical  material 
incident  to  the  appreciation  of  American  music  and  art  to  the  occupied  areas ; 
coordinates  upon  request  from  the  details  incident  to  visits  to  the  occupied  areas 
of  artists,  lecturers,  and  other  experts  in  fields  of  music  and  art. 

Personnel  statistics,  New  York  field  office,  Civil  Affairs  Division 


Section 

Officers 

Civilian  employees 

CAF-2  to  7 

CAF-8  to  13 

Chief 

2 
1 
1 
1 
0 
0 
0 
0 

1 
1 
9 

12 
2 

18 
2 
1 

0 

Executive - _     

0 

Administration,  pi'ocureiuent,  and  accounts  ..            

1 

Motion  pictures _ --, 

9 

Music  and  art      - - -  . 

2 

Periodicals  . 

14 

Tiieater .                ..... 

2 

Radio .- 

I 

Total 

5 

46 

29 

Mr.  Stefan.  AMiat  kind  of  radio  programs  do  you  use ;  how  many 
people  do  you  have  working  on  the  radio  program  out  of  the  75  people? 
Have  you  a  sample  of  some  of  the  script  programs? 

Colonel  BiNNS.  I  do  not  have  them  here.  May  I  furnish  them  for 
the  committee? 
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Mr.  Stefan.  Yes ;  I  think  tlie  committee  ought  to  have  that. 

Colonel  BiNNS.  Colonel  McMahon,  who  is  in  charge  of  that  is  in 
Germany,  but  I  could  furnish  the  type  of  the  motion-picture  samples. 

Mr.  Stefan.  We  are  discussing  radio ;  you  already  said  you  would 
do  that  with  reference  to  motion  pictures.  Can  you  give  us  some 
samples  of  the  radio  scripts  ? 

Colonel  BiNNs.  I  have  no  scripts  with  me. 

Mr.  Stefan.  You  will  furnish  them  for  the  committee? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  How  many  hours  a  day  are  you  on  the  radio?  Are 
you  broadcasting  anything  from  the  United  States? 

Colonel  BiNNS.  No. 

Mr.  Stefan.  In  the  occupied  areas ;  that  is,  from  Munich  ? 

Colonel  BiNNs.  From  the  occupied  areas. 

Mr.  Stefan.  How  many  radio  stations  do  you  control  in  occupied 
areas  ? 

Colonel  BiNNS.  There  are  five  in  Germany. 

Mr.  Stefan.  This  is  all  for  occupied  areas  ? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  How  many  of  them  altogether  in  occupied  areas? 

Colonel  BiNNs.  Five  in  Germany;  one  in  Austria;  one  in  Korea — 
that  is  seven ;  and  I  do  not  know  the  number  in  Japan. 

Mr.  Stefan.  There  are  five  in  Germany.  What  frequency  do  you 
work  on ;  what  type  of  radio  stations  are  they  ? 

Colonel  BiNNs,  I  am  not  sure  I  understand  the  question  You  mean 
the  power  of  the  station? 

Mr.  Stefan.  Yes;  I  want  to  know  the  kilowatts,  the  frequency, 
what  time  of  the  day  you  give  to  news,  the  time  that  is  taken  up 
with  entertainment  programs ;  how  much  of  the  time  is  turned  over  to 
regular  business;  do  you  operate  these  radio  stations  continuously; 
how  many  hours  a  day  are  they  operated ;  does  the  military  or  the 
civilian  part  of  the  Army  run  them,  or  does  private  industry  or  both 
run  them  ?    Who  owns  the  station  ? 

Colonel  BiNNs.  The  military  government. 

Mr.  Stefan.  It  owns  all  of  them  ? 

Colonel  Binns.  Yes ;  it  controls  the  time ;  on  some  of  them  they  have 
personnel 

Mr.  Stefan.  Give  the  ones  that  we  own;  the  number  the  private  in- 
dustry owns,  and  where  you  control  the  time  how  much  time  is  allowed 
to  private  industry? 

Colonel  Binns.  Yes. 

(The  information  requested  follows:) 

Broadcast  Statistics,  Occupied  Areias 

1.  In  all  areas  broadcasting  is  supported  through  tlie  listener  fee  for  license 
method.  This  defrays  all  indigenous  expenses.  One  exception  is  the  United 
States  njilitary  government  broadcasting  installation  in  the  United  States  sec- 
tor of  Berlin.  The  indigenous  costs  of  this  operation  are  charged  to  the 
occupation  and  must  be  budgeted  for  by  military  government. 

2.  The  only  other  known  exception  is  in  Bremen.  Indigenous  costs  are  met 
partly  from  license  fees  in  Land  Bremen  ami  partly  from  the  profits  of  ICD's 
overt  operations. 

3.  In  general,  the  purpose  of  the  American  radio  personnel  is  to  guide,  in- 
struct, and  assist  local  broadcasting  in  implementing  by  radio  the  general  mis- 
sion of  reeducation  and  reorientation.     It  is  also  their  aim  to  see  that  broad- 
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casting  in  occiipiecl   areas  develops  along  dcmicnitic  lin<>s,   free  from   govern- 
mental coiitro]  and  domination. 

4.  In  Japan  the  Hroaclcasting  Corp.  of  Japan  has  l)een  set  \ip  and  is  re- 
sponsible for  all  broadcasting  oi>eratioiis.  This  corporation  operates  under  a 
charter  from  the  Government  but  tliere  is  no  other  connection  with  Government. 

5.  In  Korea  broadcasting  is  operated  by  the  Department  of  Public  Informa- 
tion of  the  Korean  Government. 

6.  In  Austria,  pending  the  return  of  all  broadcasting  to  the  Austrian  (iov- 
erimient,  there  are  broadcasting  operations  in  all  four  zones. 

7.  In  the  German  Laeuder,  with  the  exception  of  Land  Bremen  where  pf>liti- 
cal  complications  have  made  it  necessary  to  defer  decisions  on  the  eventual 
disposition  of  the  station  there,  it  has  been  directed  that  the  German  land 
govermnents  enact  enabling  legislation  to  permit  the  organization  of  broad- 
casting in  each  land  on  the  lines  of  public  corporations  free  from  governmental 
control.  It  is  anticipated  that  the.se  German  broadcasting  organizations  will 
be  responsible  to  b<»ard  or  broadcast  councils  made  up  of  popular  representatives 
on  a  broad  basis. 

8.  In  all  other  areas  broadcasting  follows  the  network  pattern.  In  Germany 
to  implement  United  States  decentralization  policy  military  government  has 
taken  steps  to  prevent  any  future  central  German  government  agencies  (such 
as  the  Post)  from  exercising  influence  on  broadcasting. 

9.  Although  the  statistics  show  the  niuiiber  of  licenses  in  each  area  this  can 
by  no  means  be  taken  as  the  figure  of  actual  listeners.  Japan,  for  instance, 
beams  to  the  Asiatic  mainland,  Formosa,  and  islands  in  the  south;  stations  in 
the  United  States  zone  of  Korea,  Austria,  and  Germany  are  listened  to  outside 
those  areas.  The  United  States  station  in  Bex'lin,  for  example,  is  located  in 
the  center  of  the  Russian  zone  of  Germ.-iny  and  is  known  to  have  considerable 
listeners  outside  the  United  States  sector  of  Berlin. 

GERMANY 


station 


Radio  Stuttgarts 

Radio  Munich -__. 

Nuremberg- ._ 

Mimich 

Radio  Frankfurt — 

Kassel 

Rundfunk  Im  Am.  Sektor 
Radio  Bremen.- 


Power 


100  kilowatts 
9  watts 

100  kilowatts 

2.8 --- 

800 

eokilowatts- 

500  watts 

200  watts 

20kilowattS- 
1  kilowatt 


Frequency 


574  kilocycles... 
6,180  kilocycles. 

740  kilocycles  i. 
950  kilocycles  K 
6,160  kilocycles- 

1,195  kilocycles- 
1,195  kilocycles. 
6,190  kilocycles. 

610  kilocycles.. - 


627  kilocycles. 


Hours  of  operation 


Monday    through    Friday:    0600- 
I     1000, 1130-1400, 1630-2330.    Satur- 
day: 0600-1000,  1130-2400.     Sun- 
days: 0600-2400. 
[Monday    through    Friday:    0600- 
1000, 1130-1400, 1600-2400.    Satur- 
days: 0600-1000,  1130-2400.    Sun- 
days: 0600-2400. 
1  Monday    through    Friday:    0630- 
0945, 1115-1445, 1600-2400.    Satur- 
days: 0630-0945,  1115-2400.    Sun- 
days: 0630-2400. 
Monday,  Tuesday,  Thursday,  Fri- 
'    days:  1330-1345, 1500-2400.    Wed- 
nesdays,   Saturdays:    1500-2400. 
Sundays:  0800-2400. 
Monday    through    Friday:    1300- 
1400, 1700-2300.    Saturdays:  1200- 
2300.    Sundays:  0940-2300. 


'  Same  program . 

A^ timber  of  licensed  receivers 

Berlin 700,000 

Russian  zone 2,000,000 

American  zone  (including  Bremen)  about  120,000 2,  000,  000 

British  zone 2,  7.50,  000 

French  zone 550,000 

Total 8,  000,  000 

Radio  Munich  and  Radio  Stuttgart  provide  good  nighttime  service  all  over 
Europe. 

Radio  Munich  and  Radio  Stuttgart  each  operate  a  100-kiIowatt  transmitter 
both  of  which  are  synchronized  on  1249  kilocycles  for  the  American  Forces 
Network. 

At  Radio  Munich  are  located  the  four  short-wave  transmitters  used  for  relay 
of  the  State  Department's  Voice  of  the  U.  S.  A. 
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AUSTRIA 


Station 

Frequency 

Power 

Hours  of  operation 

Vienna                                             _  - 

1429 

/1294 

\9563 

1267 

1  kilowatt... 

Weekdays:  0557  to  1430. 

Linz                              - 

15  kilo  watts 

1  kilowatt- 

Jweekdays:  1600  to  2400. 

Salzburff --    - 

5  kilowatts 

Sundays:  0657  to  2400. 

Licensed  receivers 

Russian  zone 540,  000 

French  zone 173,  000 

United  States  zone 164,  000 

British  zone 75,  000 


Total 952,000 

JAPAN 

There  are  5,828,510  hcensed  receivers  (June  1947)  of  which  18  percent  are  in- 
operable due  to  a  shortage  of  replacement  tubes  and  parts;  109,000  of  the  above 
total  are  in  schools.  Government  offices,  etc. 

Receiver  production  schedule  is  60,000  monthly.     This  is  not  always  met. 

The  first  transmission  provides  blanket  coverage  of  the  country.  Program 
hours  are  0530-2230.  During  12  periods  each  day,  local  stations  which  carry 
this  program  may  drop  it  and  originate  locally. 

The  second  transmission  which  is  designed  to  provide  metropolitan  listeners 
with  a  choice  of  two  programs,  operates  from  0630  to  0800  and  from  1700  to  2200. 

During  three  periods  each  day,  local  stations  may  leave  the  network  for  local 
originations. 

There  are  occasional  broadcasts  between  0800  and  1700  of  special  events. 


First  transmission  low-power 

relay  stations  {medium  wave) 

station 

Call  letters 

Station 

Call  letters 

Tokyo  general: 
1.  Mito 

J0AK2. 

J0AK4. 

J0AK5. 

J0AK6. 

J0AK7. 

J0AK8. 

J0AK9. 

JOBO. 

JOLP. 

J0HK2. 
J0HK3. 
J0HK4. 
J0HK5. 
J0HK6. 
JOHK7. 

J0IK2. 
J0IK3. 
J0IK4. 
J0IK5. 

J0CK2. 
J0CK3. 
JOCK4. 
J0CK5. 

J0BK2. 
JOBKS. 

Osaka  central— Continued 

26.  Toyooka  .                       .  .  . 

J0BK4. 

2.  Utsunomiya    .         .      - 

27.  Hikone 

J0BK5 

3.  Takada 

28.  Shingu 

J0BK6. 

4.  Nagaoka 

29.  Tsuruga 

J0BK7. 

5.  lida 

30.  Maizuru 

J0BK8. 

6.  Hitachi 

Hiroshima  central: 

31.  Hamada 

7.  Kashiwazaki  

J0FK2. 

8.  Maebashi 

32.  Hagi  

J0FK3. 

9.  Kamagawa                .     . 

33.  Masuda 

JOFK4. 

Sehday  central: 

34.  Ube 

J0FK5. 

10.  Kamaishi 

35.  Tsuyama 

J0FK6. 

11.  Taira 

Matsuyama  central: 

36.  Uwajima 

12.  Hachlnohe  

J0VG2. 

13.  Wakamatsu 

37.  Niihama.   

J0VG3. 

14.  Odate 

38.  Imabari 

J0VG4. 

15.  Miyako 

39.  Nakamura.     

J0VG5. 

Sapporo  central: 

16.  Muroran..' 

Kumamoto  central: 

40.  Saga 

J0GK2. 

17.  Yoichi 

41.  lizuka              .. . 

J0OK3. 

18.  Rumoe          ..  . 

42.  Nakatsu 

J0GK4. 

19.  Wakkawai 

43.  Karatsu           . ... 

J0GK5. 

Nagoya  central: 

44.  Sendai 

J0GK6. 

20.  Atami 

45.  Hida                          

J0GK7. 

21.  Takayama 

40.  Hitoyoshi7 

J0GK8. 

22.  Ueno 

47.  Omura 

J0GK9. 

23.  Owase 

Osaka  central: 

48.  Nobeoka 

49.  Sasebo 

J0IP2. 
J0LK2. 

24.  Fnknchiyama 

50.  Miyakonojo 

J0MQ2. 

25.  Himeji 

% 

^ 


1 
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First  transmission  stations  (medium  wave) 


Station 

Call  letters 

Power 

Station 

Call  letters 

Power 

Tokyo  division: 
1.  Tokyo 

JOAK 

JOQK 

JONK 

JOSG 

JOKG 

JOHK 

JOTG 

JORG 

JOUK 

JOQG 

JOJP 

JOJG 

JOFP 

JOCP 

JOIK 

JOVK 

JOOG 

JOPG 

JOCG 

JOKP 

JOCK- 

JODG 

JOPK 

JOJK 

JOIG 

Watts 
50, 000 
500 
500 
.500 
500 

10,000 
100 
300 
500 
500 
500 
500 
100 
300 

10, 000 
500 
500 
100 
300 
500 

10, 000 
500 
500 
500 
500 

Osaka  division: 

26.  Osaka .  . 

JOBK 

JOOK 

JOFG 

JOFK 

JOUG 

JOTG 

JOLG 

JODP 

JOKK 

JOVG 

JORK 

JOXK 

JOHP. 

JOGK. 

JOSK 

JOLK 

JOAG 

JOIP 

JOMG 

JOHK 

Watts 
10,000 

2.  Niigata 

27.  Kyoto 

300 

3.  Nagana  .- 

28.  Fukui 

300 

4.  Matsumoto .  . 

Hiroshima  division: 
29.   Hiroshima 

5.  Kofu 

10,000 

Sendai  division: 

30.  Bofu 

500 

6.  Sendai  . 

31.  Matsue 

500 

7.  Aomori 

32.  Tottori 

500 

8.  Hirosaki.. 

33.  Onomiehi...  . 

500 

9.  Akita 

34.  Okayama 

500 

10.  Morioka.- 

Matsuyama  division: 

35.  Matsuyama.. 

36.  Koehi.   ..      .  _  . 

11.  Tsuruoka... 

500 

12.  Yamagata  _  . 

500 

13.  Fukusliima 

37.  Tokushima  .. 

500 

14.  Koriyama 

38.  Takamatsu. 

50 

Sapporo  division: 
15.  Sapporo 

Kumamoto  division: 
39.  Kumamoto. 

10,000 

16.  Hakodate 

40.  Kokura.     ._  .  .  ... 

500 

17.  Obihiro 

41.  Fukuoka 

500 

18.  Kushiro. 

42.  Nagasaki-. _ 

500 

19.  Asahigawa 

43.  Oita 

500 

20.  Kitami 

44.  Miyazaki. 

500 

Nagoya  divi-sion: 

21.  Nagoya 

22.  Hamamatsu 

23.  Sliizuoka.   

45.  Kogosiiima 

500 

24.  Kanazawa  . 

25.  Toyama.. 

Second  transmission  (medium  wave) 


Station 

Call  letters 

Power 

Station 

Call  letters 

Power 

1.  Tokyo 

JOAK 

JOQK 

JOHK 

JOUK 

JOIK 

JOCK 

JOPK 

Watts 
10,000 

500 
10,000 

300 

500 
5,000 

500 

8.  Osaka 

JOBK 

JOFK 

JOKK 

JOTK 

JOVG 

JOGK 

JOLK 

Watts 
10, 000 

2.  Niigata ...  .. 

9.  Hiroshima    ...      .     .. 

1,000 

3.  Sendai ...  .-. 

10.  Okavama 

500 

4.  Akita  .           ..     

11.  Matsue. 

12.  Matsuvama 

500 

5.  Sapporo 

300 

6.  Nagoya.-        . 

13.  Kumamoto - 

10, 000 

7.  Shizuoka.. 

14.  Fukuoka 

500 

Short  wave  broadcasting  stations 


Station 

Call 
letters 

Power 

Frequency 

Hours  of 
operation 

Program  carried 

Watts 

Kilocycles 

1.  Yamata 

JKC 

5,000 

7257.  5 

5:25to22:.30 

First  transmission. 

2.  Nazaki .             .  . 

JKF 

JKF2 

JKA 

5,000 
5.000 
5, 000 

9655 
4910 
7205 

5;25  to  16:30 

16:55  to  22;.30 

6:25  to  9:25 

10:00  to  11:20 

Do. 

3.  Nazaki 

Do. 

4.  Nazaki  . . 

Relay. 

12:00  to  22:00 

5.  Kawachi 

JKG 

5,000 

9695 

6:25  to  9:25 

10:00  to  11:20 

Do. 

12:00  to  16:45.... 

6.  Kawachi 

JKG2 

5,000 

4930 

16:.5y  to  22:00 

Do. 

7.  - - -      -.. 

JKD 

6015 

9605 

4860 

15, 225 

6:15  to  23:00 

6:15  to  17:45 

17:55  to  23:00... 
7:50  to  16:.30 

AFRS. 

8. 

JKE 

AFRS. 

9. 

JKE2 

-\FRS. 

10.  Kawachi    (to   Formosa, 

JVW 

15,000 

Broadcast  to  Japan- 

Shanghai). 

ese  national  await- 
ing repatriation  on 
the  Asiatic  Conti- 
nent, Formosa  and 
islands      in       the 
south. 

11.  Kawachi    (to    Formosa, 

JVW2 

15,000 

3505 

16:55  to  22:30.... 

Do. 

Shanghai). 

12.  Kawachi      (to     Chang- 

JVW3 

5, 000 

15,2.35 

7:50  to  16:30 

Do. 

chim,    Peiping,    Tien- 

tsin). 

13.  Kawachi     (to     Chang- 

JVW4  

5,000 

9,560 

16:55  to  22:30-.-. 

Do. 

chun,    Peiping,   Tien- 

tsin). 
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Short  wave  broadcasting  stations — Continued 


KOREA 

[All  Medium  Wave] 

station 

Call  letter 

Power 

Hours  of  operation 

Seoul 

JODK 

JODK 

JBQK 

JBIK 

JBFK 

JBHK 

JBNK 

JBMK 

JBQK 

JBOK 

JBAK 

50  kilowatts 

0700  to  0830. 

Kangrung 

Chougju 

Taejou 

All  low  powered,  ranging  from 
30  to  500  watts. 

1130  to  1500,  1700  to  2230. 

Iri--_ 

Carry  same  program  as  JODK 
but  originate  some  material 
locally  during  time  JODK  is 
ofl  the  air. 

Kwangju 

Yongani 

Chungchou 

Taegu 

Masan  ... 

Pusan ... 

Registered  receivers  number  175,000  in  United  State  zone, 
to  be  listened  to  there. 


Seoul  carries  into  Russian  zone  and  is  known 


Mr.  Stefan.  What  I  am  leading  up  to  is  this:  I  know  that  you  give 
private  industry  a  certain  number  of  hours ;  there  are  some  of  these 
stations  that  are  run  where  you  sell  time  to  people  in  that  area  and  they 
also  have  their  own  particular  programs  sometimes. 

It  has  been  said  on  the  floor  of  the  House  in  respect  to  one  of  the 
Army  stations,  at  least,  under  Army  control,  that  the  Army  allowed 
some  private  operator  to  control  a  certain  number  of  hours  on  that 
program  where  they  allowed  certain  Communists  to  come  in  and  put 
on  a  program,  using  Communist  propaganda  over  that  radio. 

My  own  colleague,  Mr.  Bell,  from  Missouri,  is  very  much  exercised 
over  that.  But  that  is  a  matter  of  administration  over  which  I  have 
no  control  and  I  would  not  want  to  get  into  that,  but  I  did  just  want 
to  call  it  to  your  attention. 

I  am  interested  in  the  cost  of  this  thing. 

Is  there  any  of  the  script  for  which  we  pay  a  tremendous  amount 
under  the  State  Department  program  available  to  you  in  order  that 
we  might  be  relieved  from  the  expense  of  some  of  these  writers? 

Colonel  BiNNs.  My  belief  is  ''No." 

The  Chairman.  Why? 

Colonel  BiNNS.  I  do  not  know. 

Mr.  Stefan.  If  they  had  good  script  about  the  United  States  you 
would  like  to  have  that  made  available  to  the  German  people,  if  it 
can  be  secured,  you  would  like  to  have  it,  would  you? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  If  they  already  have  their  own  writers  on  it,  instead  of 
hiring  people  in  New  York  with  these  fimds. 

Colonel  Binns.  Any  exchange  that  can  be  made — — ■ 

Mr.  Stefan.  We  are  giving  them  $4,000,000  in  the  deficiency  bill 
to  put  on  some  additional  material. 

The  Chairman.  Why  would  that  be  separate  from  the  work  of 
these  people  set  up  here? 

Colonel  Binns.  I  can  answer  that.  The  program  that  the  State 
Departm.ent  has  both  within  Germany  and  within  Austria  is  not  for 
consumption  either  within  Gormany  or  within  Austria. 

Mr.  Stefan.  It  is  to  be  made  available  to  someone  else? 

Colonel  Binns.  Yes. 

Mr.  Stefan.  They  must  have  increased  range? 
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Colonel  BiNNs.  Yes.  Whereas  our  particular  program  is  purely  for 
local  consumption. 

Mr.  Stefan.  They  were  planning  for  the  civilians  to  take  over  the 
station;  that  was  the  plan  to  take  over  the  program? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  They  are  not  to  do  that? 

Colonel  BiNNS.  No. 

Mr.  Stefan.  But  we  should,  if  we  can  save  a  little  money,  Colonel, 
try  to  do  that. 

Colonel  BiNNs.  Exactly. 

Mr.  Stefan.  If  they  have  the  material  available,  since  the  real 
objective  is  the  same,  we  ought  to  try  to  save  as  much  as  we  can 
because  we  are  spending  the  taxpayer's  money. 

Colonel  Binns.  Yes. 

libraries 

Mr.  Stefan.  You  also  conduct  libraries  over  there,  do  you  not? 

Colonel  Binns.  Yes. 

Mr.  Stefan.  How  many  libraries  do  you  have  in  the  occupied 
areas,  and  what  is  the  circulation  of  books? 

Colonel  Binns.  To  that  specific  question  I  can  only  give  you  the 
approximate  number.     I  can  get  the  complete  details  for  you. 

Mr.  Stefan.  WTio  screens  the  books? 

Colonel  Binns.  They  are  screened  by  the  New  York  field  office, 
this  particular  group  we  are  speaking  of. 

Mr.  Stefan.  Do  they  consult  experts  in  the  library  field? 

Colonel  Binns.  Yes. 

Mr.  Stefan.  To  see  that  the  right  kind  of  books  are  circulated? 

Colonel  Binns.  Yes. 

Mr.  Stefan.  What  is  the  story  about  that;  do  you  have  illustra- 
tions of  the  type  that  go  to  German}^?  First,  how  many  libraries  do 
you  have? 

Colonel  Binns.  Let  me  answer  concerning  the  one  where  I  know 
the  exact  number.  In  Japan  there  are  5  actually  in  use  and  the 
number  is  to  be  17. 

Mr.  Stefan.  Do  you  have  any  report  as  to  what  success  they  are 
having? 

Colonel  Binns.  Yes;  I  visited  one  in  Vienna  two  separate  evenings 
last  week  for  my  own  information,  to  see  just  what  was  going  on  there. 

On  the  lower  floor  is  located  the  periodical  room.  It  seats  app'*oxi- 
mately  120  persons.  At  5:30  in  the  two  successive  evenings  there 
were  not  more  than  four  or  five  vacant  chau's. 

The  periodical  section  has  135  of  the  standard,  not  pulp  type, 
periodicals  from  the  United  States  available  to  the  readers. 

Mr.  Stefan.  What  I  am  getting  at  is  this:  Are  they  very  popular? 

Colonel  Binns.  They  are  very  popular. 

Mr.  Stefan.  The  private  citizens  seem  to  be  interested? 

Colonel  Binns.  Yes.  The  library  is  upstairs,  and  in  the  library 
section  the  students  do  research  work  and  get  reference  material. 
It  has  a  capacity  of  approximately  45.  There  were  12  there  in  one 
evening  and  about  15  the  second  evening.  They  were  using  the 
Encyclopedia  Britannica  to  extract  certain  information  to  help  them 
in  their  studies. 
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Mr.  Stefan.  I  would  like  to  have  you  put  in  the  record,  Colonel 
Binns,  the  number  of  books,  the  number  in  cu'culation. 

Colonel  Binns.  Yes. 

Mr.  Stefan.  And  also  the  number  of  newspapers  and  magazines. 

Colonel  Binns.  Yes. 

Mr.  Stefan.  I  do  not  mean  as  to  the  particular  titles,  but  the 
number  and  type. 

Colonel  Binns.  Yes. 

(The  information  requested  follows:) 

The  Information  Center  Program 

United  States  information  centers,  administered  and  maintained  by  United 
States  military  government  in  Germany,  Austria,  Japan,  and  Korea,  are  impor- 
tant among  those  cultural  agencies  in  the  occupied  areas  which  serve  to  imple- 
ment United  States  policy.  These  centers  are  similar  in  many  ways  to  the 
United  States  information  libraries  maintained  by  the  Department  of  State  in 
other  countries.  Built  around  basic  open-shelf  libraries  of  American  books, 
documents  and  periodicals,  free  for  loan  or  consultation,  each  center  also  contains 
motion  picture  films  and  film  strips,  with  projectors  and  screens  for  their  use, 
musical  scores  and  recordings,  with  play-back  machines,  reproductions  of  Ameri- 
can art,  maps,  charts,  and  other  exhibit  material.  The  centers,  each  of  which  is 
headed  by  an  American,  conduct  active  programs  of  lectures,  discussion  groups, 
concerts,  and  public  forums.  Attendance  at  these  centers  has  been  gratifyingly 
large,  and  the  statistics  of  loans  and  of  reference  use  of  the  collections  show  con- 
tinual increase.  Most  encouraging  has  been  the  spontaneous  formation  of 
"Book  Worm  Clubs,"  study  groups,  and  such  organizations  as  "The  Friends  and 
Foes  of  Modern  Music"  which  the  readers  of  the  various  centers  have  built  up  as  a 
result  of  the  stimulation  afforded  by  material  available  in  the  center  collections. 
Wholly  separate  from  any  formal  educational  programs  sponsored  by  military 
government,  these  groups  are  finding  the  information  centers  a  focal  point  for 
cultural  activities  of  as  varied  a  nature  as  the  best  public  libraries  in  the  United 
States  afford. 

Some  of  the  centers  have  been  in  existence  since  1945.  The  English  language 
collections  of  from  5,000  to  10,000  selected  volumes  and  300  periodicals  and 
newspapers,  are  regularly  supplemented  by  current  purchases  and  by  additional 
materials  in  German,  Japanese,  Korean,  and  other  languages.  A  break-down  of 
information  centers  follows: 


Number 
planned 
by  June 
30, 1948 


Germany... 

Austria 

Japan 

Korea 

Total 


During  fiscal  year  1947  books  and  other  printed  materials  totaling  $879,310 
were  ordered  for  a  total  of  49  information  centers  (20  in  Germany,  4  in  Austria, 
17  in  Japan,  7  in  Korea,  and  1  in  Trieste),  and  several  kindred  military  govern- 
ment agencies.  In  fiscal  year  1948  the  number  of  information  centers  increased 
to  59  (28  in  Germany,  5  in  Austria,  17  in  Japan,  and  9  in  Korea).  This  involved 
requests  totaling  $1,151,000. 

Import  of  books,  periodicals,  and  other  publications  from  the  United  States 
was  entirely  cut  off  from  the  areas  currently  occupied  at  the  declaration  of  war 
in  1941.  Since  the  war,  efforts  have  been  made  to  reestablish  tha  flow  of  printed 
materials  to  these  countries,  but  the  shortage  of  all  books,  and  of  American  books 
in  particular,  is  still  acute.  A  recent  report  issued  by  the  American  Textbook 
Publishers  Institute,  the  American  Book  Publishers  Council,  and  the  Association 
of  American  University  Presses  states  the  problem  of  overseas  book  shortage  as 
follows: 


m 
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"The  general  world  shortage  of  dollars  not  only  limits  the  importation  of  books, 
but  places  all  American  books  entering  'soft  currency'  countries  in  an  extremeW 
unfortunate  position.  Such  books  are  scarce,  and  the  demand  often  causes  a 
title  that  was  imported  for  $2  to  retail  at  the  equivalent  of  upward  of  $50.  The 
result  is  that  the  books  reach  an  extremely  limited  group  of  readers,  a  group  which, 
on  the  whole,  alread\'  has  a  better  conception  of  what  America  is  and  what  she 
is  trying  to  do  than  the  average  man  on  the  street.  The  situation  can  onlj^  be 
corrected  by  increasing  the  overseas  dissemination  of  the  American  books  to  the 
point  where  the  supply  equals  the  demand." 

The  population  of  the  occupied  areas  and  of  the  United  States  zone  to  which 
American  books  have  been  denied  except  through  such  outlets  as  United  States 
information  centers,  is  as  follows: 


Germany 
Austria. . 

Japan 

Korea — 


Estimated  total  popula- 
tion 


1939 


61, 000, 000 

6,  652,  720 

1  73, 075, 071 

'  23.  547,  000 


Current 


66, 000,  000 

7, 150, 000 

79,  000,  000 

32,  000,  000 


Estimated  United  States 
zone  population 


1939 


15,  558,  000 
1, 600,  000 


15,  500, 000 


Current 


18, 058, 000 
1, 942, 000 


22, 000, 000 


'  1940. 


There  follows  a  break-down  of  books,  periodicals,  and  newspapers,  documents, 
pamphlets,  etc.,  ordered  during  fiscal  year  1947  and  fiscal  year  1948  for  United 
States  information  centers,  textbook  centers,  and  other  military  government 
agencies  in  the  occupied  areas.  No  books  have  been  procured  from  appropriated 
funds  and  shipped  directly  to  local  libraries  not  under  the  control  of  United  States 
military  government.  Information  centers  and  other  military  government  agen- 
cies have,  however,  donated  quantities  of  books  procured  from  various  sources  to 
local  schools,  universities,  and  libraries.  Such  gifts  are  largely  in  the  form  of 
surplus  and  donated  materials,  although  some  have  been  procured  specifically  for 
this  purpose  in  Germany,  Austria,  and  Korea. 

Number  of  items  ordered 
FISCAL  YEAR  1947 


Germany 

Japan 

Korea 

Austria 

Total 

Books: 

Information  centers                   __  _      

74,940 

5,600 

11,255 

59, 925 
5,200 
3,525 

24,675 

1,600 

507 

10,  575 

1,600 

364 

170, 115 

Textbook  centers            - ■.j.. 

14,000 

Other                  ...  

15,651 

Total  books  -    ^-'-^ - 

91,795 

68,650 

26,782 

12, 539 

199,766 

Periodicals  and  newspapers: 

Information  centers          .      ..      -.  

9,870 
20 

7,268 
46 

2,989 

1,442 
20 

21,569 

Other                                                    -    -- 

86 

Total  npriodi'^als  and  newsDai)ers 

9,890 

7,314 

2,989 

1,462 

21,655 

Documents,  pamphlets,  etc.:  Information  centers.... 

9,471 

7,667 

3,157 

1,353 

21,648 

Total                   -- 

111,156 

83,631 

32,928 

15,354 

243,069 

ft 

FISCAL  YEAR  194S 

Books: 

Information  renters                                       

67,058 

31,050 

1  298, 167 

14,062 

8,073 

14,906 

18, 830 

5,589 

2  113,524 

16,513 

1,863 

115 

116.463 

Textbook  centers            .      

46, 575 

Other 

426,712 

Totalbooks     ..,    

396, 275 

37,041 

137, 943 

18, 491 

589,750 

'  Includes  293,248  surplus  US.VFI  texts  donated  by  WAA. 
'  Include?  105,600  textbooks  for  Department  of  Education. 
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Number  of  items  ordered — Continued 
FISCAL  YEAR  1948— Continued 


Germany 

Japan 

Korea 

Austria 

Total 

Periodicals  and  newspapers: 

Information  centers . ._ 

13, 326 

9,217 

2,706 

2,132 
271 
115 

27,381 
271 

Textbooks  centers ■ 

Otlier                              - 

1,093 

289 

3  50,204 

51  701 

Total  periodicals  and  newspapers    .-      .  - 

14,419 

9,506 

52.910 

2. 518 

79  353 

Documents,  pamphlets,  etc.: 

Informal  on  centers 

17, 533 

9,699 

7,852 

3,953 

39,032 

Textbook  centers 

Other                 

440 

440 

Total  docments,  etc 

17, 533 

9,699 

8,292 

3,953 

39, 477 

Total                    .-      -  

428,227 

56,246 

199, 145 

24, 962 

708  580 

'  Includes  48,100  subscriptions  to  My  Weekly  Reader  for  Department  of  Education. 

Mr.  Stefan.  And  I  would  like  to  have  you  tell  us  why  you  cannot 
buy  through  one  organization  instead  of  two  purchasing  agenices,  for 
the  same  thing,  for  the  same  books,  same  magazines,  the  same  news- 
papers, and  so  on. 

DUTIES    OF    FIELD    OFFICE    PERSONNEL 

Now  I  assume  that  in  this  field  office  the  duties  are  broken  down. 
Will  you  give  me  the  number  of  people  who  are  employed  in  each  of 
these  activities;  the  number  that  handle  the  motion  pictures,  the 
number  who  work  on  the  radio,  the  number  in  the  library,  and  also 
give  us  the  category  of  work  that  the  field  office  does? 

Colonel  BiNNS.  1  will  be  glad  to  do  that. 
•  (The  information  requested  follows:) 

Overt  Publications  in  Occupied  Areas 

GERMANY 

Newspaper. — Die  Neue  Zeitung,  published  twice  weekly  in  Munich;  circulation 
1,750,000. 

Magazine. — Heute,  published  semimonthly  in  Munich;  circulation  500,000. 
A  picture  magazine  similar  in  content  and  make-up  to  Life. 

Magazine. — Die  Amerikanische  Rundschau,  pubUshed  bimonthly  in  Munich; 
circulation  120,000.  A  magazine  for  the  literary  and  intellectual  type  reader 
similar  to  the  Atlantic  Monthly. 

Magazine. — Neue  Auslese  published  monthly  in  Munich;  circulation  260,000. 
A  magazine  for  the  average  educated  German  reader,  similar  to  the  Reader's 
Digest. 

AUSTRIA 


Newspaper 
tion  300,000. 

Magazine. — Erziehung,  published  monthly  in  Vienna;  circulation  27,000 
magazine  for  Austrian  teachers. 

JAPAN 


Wiener  Kurier,  puVjlished  dail,y  except  Sunday  in  Vienna;  circula- 

A 


No  overt  newspapers  or  magazines  are  published  in  Japan. 


KOREA 


Newspaper. — Farmers  Weekly,  published  in  Seoul;  circulation  300,000. 
Newspaper. — World  News,  published  weekly  in  Seoul;  circulation  300,000. 
Magazine. — Korea  Pictorial  Poster,  published  monthly  in  Seoul;  circulation 
12,000. 
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Magazine. — Culture  and  Customs,  published  monthly  in  Seoul;  circulation 
30,000. 

Articles. — US  Information,  3  at  90,000  weekly;  Adult  Education,  3  at  50,000 
weekly;  published  in  Seoul. 

PUBLICATIONS 

Mr.  Stefan.  What  else  besides  the  library  work  is  done?  Do  you 
disseminate  newspapers  of  some  kind  or  publications  of  some  kind, 
out  of  that  office? 

Colonel  BiNNs.  Yes;  we  do. 

Mr.  Stefan.  Is  there  a  news  service  going  out? 

Colonel  BiNNs.  Yes,  and  the  overt  magazines.  The  field  of  re- 
education and  reorientation,  within  the  occupied  areas,  is  comprised 
of  the  following  general  coverage : 

Periodicals  and  newspapers,  printed  for  the  distribution  of  people 
outside  the  United  States;  the  production  to  support  the  overt  news- 
papers within  the  occupied  areas;  and  third,  the  overt  magazines 
within  Germany  and  Austria. 

Mr.  Stefan.  Are  they  published  in  German? 

Colonel  BiNNS.  They  are  in  German;  the  material  is  prepared  here 
in  the  United  States  in  the  New  York  field  office. 

Mr.  Stefan.  Will  you  furnish  the  committee  with  copies  of  all  of 
those  publications? 

Colonel  BiNNs.  Yes. 

Mr.  Stefan.  Of  the  material  that  is  gotten  out  in  the  office  at 
New  York? 

Colonel  Binns.  Yes. 

Mr.  Stefan.  With  the  translation  in  each  instance? 

Colonel  Binns.  Yes. 

Mr.  Stefan.  Do  you  get  out  any  daily  news? 

Colonel  Binns.  They  are  semimonthly. 

Mr.  Stefan.  Semimonthly.     Are  there  any  weeklies? 

Colonel  Binns.  No  weeklies;  there  is  a  newspaper,  daily. 

Mr.  Stefan.  Do  you  have  any  daily  news  over  there  sent  from  this 
office? 

Colonel  Binns.  They  have  a  daily  newspaper. 

Mr.  Stefan.  A  paper? 

Colonel  Binns.  Yes;  no  magazine. 

Mr.  Stefan.  AMiat  is  it;  a  daily  news  service? 

Colonel  Binns.  A  daily  news  service  sent  to  the  area;  the  overt 
German  language  magazines,  newspapers  in  Germany;  and  the  Wiener 
Kurier  in  Austria. 

Mr.  Stefan.  How  many  words  a  day  are  sent? 

Colonel  Binns.  It  is  a  four-page  newspaper  on  week  days;  it  has 
eight  pages  on  Saturday  with  an  editorial  supplement,  for  a  total  of 
16  pages  Saturday.    It  has  a  circulation  of  360,000. 

Mr.  Stefan.  How  does  it  get  over  there;  by  radio? 

Colonel  Binns.  No;  it  is  distributed  by  automobile. 

Mr.  Stefan.  I  mean  how  does  the  news  get  over  there  from  here? 

Colonel  Binns.  The  United  Press,  the  Associated  Press,  and  the 
International  News  Service  furnish  us  the  information. 

Mr.  Stefan.  That  is  what  I  am  getting  at;  how  many  words  are 
cabled  by  radio  ?g:^  Is  that  sent  over  for  reediting? 
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Colonel  BiNNS.  Yes — no,  it  is  not  reedited.  That  would  be  con- 
sidered an  infringement  of  the  privilege  of  the  press. 

Mr.  Stefan.  In  other  words  you  deliver  and  they  receive  the 
copy  as  it  comes  to  you,  by  radio? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  From  the  UP,  the  AP 

Colonel  BiNNS.  And  the  International  News  Service. 

Mr.  Stefan.  You  get  the  AP,  UP,  and  INS? 

Colonel  BiNNs.  Yes. 

The  Chairman.  And  that  is  delivered  to  you  how? 

Colonel  BiNNS.  By  radio  from  the  United  States  to  London,  redis- 
tributed from  London  through  Berlin. 

Mr.  Stefan.  Do  you  carry  the  cost  of  that  service? 

Colonel  BiNNS.  There  is  no  cost. 

Mr.  Stefan.  You  get  that  free? 

Colonel  BiNNS.  Yes. 

Mr.  Stefan.  Who  pays  for  the  telegraph  charges? 

Colonel  Binns.  They  do. 

Mr.  Stefan.  They  pay  all  the  telegraph  charges? 

Colonel  Binns.  Yes.  They  will  get  some  relief  under  the  Economic 
Cooperation  Act;  there  is  something  like  $15,000,000  set  up  for  that. 
.  Mr.  Stefan.  How  many  words  are  contained  in  the  service? 

Colonel  Binns.  I  do  not  have  that  information;  I  would  have  to 
check  for  that. 

Mr.  Stefan.  What  time  do  they  start  send.ing  the  messages  to  you, 
the  press  dispatches,  what  tune  of  day  are  they  sent  to  you? 

Colonel  Binns.  I  believe  they  are  on  a  24-hour  basis,  we  are  on  the 
regular  circuit. 

Mr.  Stefan.  And  all  three  of  them  give  you  that  service  free  of 
charge? 

Colonel  Binns.  Yes. 

Mr.  Stefan.  Do  you  get  the  Array  news  service  by  cable  from  this 
office? 

Colonel  Binns.  No. 

Mr.  Stefan.  Does  that  office,  the  New  York  field  office,  cable  any 
newspaper  service? 

Colonel  Binns.  Not  to  my  knowledge.  I  know  that  every  week 
there  is  a  summary  of  the  news,  giving  the  high  points,  which  is  con- 
densed by  the  New  York  field  office  and  cabled  over. 

Mr.  Stefan.  That  is  what  I  am  referring  to.  That  comes  to  you 
by  radio? 

Colonel  Binns.  By  radio. 

Mr.  Stefan.  Who  sends  that? 

Colonel  Binns.  That  comes  from  the  New  York  office. 

Mr.  Stefan.  Do  you  know  how  many  words? 

Colonel  Binns.  No,  but  I  could  get  that. 

Mr.  Stefan.  Will  you  put  that  in  the  record? 

Colonel  Binns.  Yes. 

(The  information  is  as  follows:)  1  t 

i  1 
1 
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Press  Section,  Reorientation  Branch,  Civil  Affairs  Division 

Statistics  on  Press  Section  outi)ut,  4-\veek  i)eriod  April  19  to  May  14,  1948. 

1.  Cable  newsfile,  sent  via  Army  Signal  Corps  radio-teletype: 

Total  wordage  for  20  working  days  in  this  p(>ri()d  (not  including 

duplicate  count  of  wordage  sent  to  more  than  1  point) 126,  2o0 

Number  of  separate  stories  (not  including  duplicate  count  of 
stories  sent  to  more  than  1  point.  Total  includes  20  items 
which  were  round-ups  of  news  briefs,  each  of  the  20  comprising 
1 5  to  20  short  separate  news  stories) 187 

Average  per  week — 46  stories,  31,300  words. 

Average  per  day — 9  stories,  6,260  words. 

(Break-down  of  typical  week,  showing  wordage  sent  daily  to  each 
of  5  occupied  areas,  is  attached.) 

2.  Mail-Feature  Service: 

Staff-written  Americana  feature  articles  mailed  to  all  points  in 

Germany,  Japan,  Austria,  Trieste,  and  Korea 12 

Wordage  of  articles  mailed 8,  325 

Photographs  mailed  to  illustrate  staff-written  articles 66 

An  additional  7  staff-written  articles,  totaling  3,050  words,  had 
been  completed  prior  to  the  end  of  this  period  and  were  await- 
ing reproduction  of  photographs  to  illustrate  them. 
In  addition,  the  American  Education  group  of  stories  written  by 
Press  Section  as  part  of  a  series  requested  by  the  Wiener  Kurier 
(but  being  sent  to  all  areas)  had  been  through  reproduction 
and  was  being  assembled  for  mailing.  This  group  comprises 
23  articles  totaling  18,000  words,  and  147  photographs. 
Booklets,  etc.,  mailed  to  all  points  (ERP  data,  Agriculture  De- 
partment news  clipsheets.  Federal  Reserve  Bulletin,  etc.) 16 

Newspaper  clippings  (each  mailed  to  only  1  point) 176 

Photostatic  reproductions  of  early  United  States  newspapers, 
sent  to   Munich  only,  for  United  States  exhibit  in   German 

press  show 21 

Photographs    of   great    United    States   journalists,    for    Munich 

exhibit 10 

3.  Policy  guidance: 

Semiweekly  operational  policy  guidance  transmissions,  sent  to 
American  personnel  in  occupied  areas  who  deal  with  mass  infor- 
mation media;  transmitted  via  teleconference  to  Berlin  (for 
redistribution  throughout  AMZONE  Germany),  and  via  radio- 
teletype  regular  channels  to  Vienna,  Trieste,  Tokyo,  and 
Seoul 8 

Wordage 6,  381 

4.  London  coverage  of  Deputy  Foreign  Ministers  for  Austria: 

One  member  of  press  section  staff  was  in  London  throughout  this 
period,  covering  CFM  Deputies'  talks  re  an  Austrian  treaty. 
This  special  news  coverage  is  at  the  request  of  General  Keyes, 
United  States  High  Commissioner  for  Austria.  Daily  news 
story  written  by  press  section  representative  averages  800 
to  1,200  words.  It  is  transmitted  from  London  to  Vienna  via 
Army  communication  channels,  for  publication  in  the  Wiener 
Kurier.  It  also  is  radio-teletyped  back  to  Washington  for 
State  Department's  Wireless  Bulletin  and  the  Voice  of  the 
United  States  of  America. 

Break-down  of  wordage  sent  via  Signal   Corps  radio-teletype  to  individual  points 
overseas  during  week  of  Apr.  19-23,  inclusive,  1948 


Destination 


April  19 


April  20 


April  21 


April  22 


April  23 


Total 


Germany 
Austria. - 
Trieste... 
Tokyo.. - 
Seoul 


4,880 
4,230 
4,  230 
3,490 
3,490 


5,800 
5,800 
5,800 
5,430 
5,680 


5,630 
5, 030 
5,030 
4,170 
4,170 


8,140 
7,790 
7,  450 
6, 830 
6,830 


8,080 
8,080 
8,080 
6,000 
6,000 


32,530 
30, 930 
30,  590 
25, 920 
26, 170 


75408 — 18— pt.  2- 
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ARTS    PROGRAMS 


Mr.  Stefan.  Do  you  have  any  arts  program  there  or  pictures  that 
you  take  around  Germany  and  the  other  occupied  areas  to  display? 

Colonel  BiNNS.  We  have  musical  programs,  both  in  music  libraries, 
disks  and  records,  and  in  addition  to  that  we  furnish  scores  to  their 
first-class  German  orchestras  of  American  music,  and  the  thesaurus 
of  American  music  library. 

Mr.  Stefan.  Will  you  give  us  the  number  of  people  engaged  in 
that  and  the  circulation  of  it? 

Colonel  BiNNS.  Yes,  su'. 

Mr.  Stefan.  And  we  ought  to  have  some  information  as  to  the 
titles  there,  too. 

Colonel  BiNNs.  Yes,  sir. 

Mr.  Stefan.  How  about  your  arts? 

Colonel  BiNNs.  Arts? 

Mr.  Stefan.  Do  you  have  some  exhibits  going  around  in  any  of 
the  countries,  there,  any  art  exhibits  which  are  being  displayed? 

Colonel  Binns.  No,  sir,  not  of  American  art  that  has  been  taken 
over  there,  sir. 

Mr.  Stefan.  Have  you  had  any  pictures  whatsoever  over  there? 

Colonel  Binns.  Not  to  my  knowledge,  sir. 

Mr.  Stefan.  Well,  Mr.  Chairman,  and  gentlemen  of  the  committee, 
I  think  here  is  a  field  that,  while  on  the  face  of  it  it  does  not  look  very 
expensive,  it  is  something  that  has  to  be  looked  into  carefully  to 
eliminate  some  duplication,  where  one  field  is  getting  the  same  infor- 
mation that  ought  to  be  available  to  another  field  which  is  trying  to 
reach  the  same  objective. 

The  Chairman.  You  would  think  so,  but  that  does  not  seem  to  be 
the  rule.     The  only  recourse  we  have  is  to  cut  them  down. 

VISITING    consultants 

Mr.  Stefan.  Now,  referring  to  these  visiting  consultants,  183  of 
them,  at  $391,415. 

Colonel  Binns.  Yes,  sir. 

Mr.  Stefan.  That  is  for  all  areas,  is  it  not? 

Colonel  Binns.  Yes,  sir. 

Mr.  Stefan.  Will  you  tell  us  something  about  that? 

Colonel  Binns.  This  is  a  general  area  of  the  type  that  Mr.  Draper 
was  discussing  with  the  chairman  yesterday. 

For  instance,  right  now  there  is  a  committee  or  group  of  experts 
over  there  looking  into  the  reparations.  Was  the  plan  sound?  What 
policies  should  be  changed,  and  so  forth,  and  they  are  first-class 
engineers  who  go  over  there  to  make  surveys  for  the  United  States 
Government.  For  instance,  an  expert  may  be  needed  in  power,  or 
another  expert  may  be  needed  in  coal. 

Mr.  Stefan.  It  would  not  have  anything  to  do  with  these  consult- 
ants DIE  is  having? 

Colonel  Binns.  Might,  but  I  do  not  know  the  extent. 

Mr.  Stefan.  I  am  merely  trying  to  connect  this  up  with  the  appro- 
priation which  I  am  working  on  myself. 

Colonel  Binns.  Yes,  sir;  and  I  will  try  to  help  you  as  much  as 
possible,  Mr.  Stefan. 
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The  Chairman.  Are  they  pajnng  these  reparations? 

Colonel  BiNNS.  That  is  out  of  my  field,  sir. 

Mr.  Stefan.  These  are  in  all  categories,  in  all  of  the  occupied 
areas? 

Colonel  BiNNs.  Yes,  sir. 

Mr.  Stefan.  As  to  foreign  experts  and  specialists,  are  you  going  to 
exchange  some  of  them? 

Colonel  Binns.  The  idea  is  to  bring  some  of  those  people  over  to 
the  United  States,  to  equip  them  to  do  their  job,  particularly  with 
reference  to  Korea. 

Mr.  Stefan.  Why  did  you  not  do  that  before  instead  of  holding 
some  of  those  people  we  wanted  in  atomic  research  over  there?  At 
the  time  we  wanted  them  before  why  did  you  not  do  that? 

Colonel  Binns.  Congress  has  been  asked  to  do  this  the  last  2  years, 
and  it  was  the  sense  of  Congress  not  to. 

Mr.  Stefan.  I  suppose  by  this  time  Russia  has  some  of  those  people 
we  wanted  to  bring  over  here,  have  they  not? 

Colonel  Binns.  It  is  possible. 

Mr.  Stefan.  I  have  no  further  questions  right  now  Colonel,  but  I 
am  very  much  distressed  about  the  information  program  and  the 
material  we  are  getting  through  the  State  Department  which  you 
are  also  getting.  I  hate  to  see  two  people  buying  the  same  thing 
where  we  could  perhaps  buy  it  from  one  store. 

Colon  I  Bix?>s.  Yes,  sir. 

Mr.  Voorhees.  Vv  e  are  very  grateful  to  you  for  the  suggestion  that 
economies  might  be  effected  there,  Mr.  Stefan.  As  to  this  thing  I 
have  had  no  personal  knowledge  of  it  at  all,  but  it  would  certainly 
appear  to  be  something  on  which  we  might  effect  substantial  economies. 

I  want  to  assure  you,  sir,  that  it  will  be  immediately  and  thoroughly 
studied  and  that  we  will  make  a  report  to  you. 

MUNICH    radio    station 

Mr.  Stefan.  Now,  the  Munich  radio  station  w^hich  is  operated  by 
the  State  Department,  and  which  is  beamed  to  reach  other  countries 
in  Europe,  you  are  concerned  with.  Have  you  had  some  contact 
with  the  new  Assistant  Secretary  of  State,  Mr.  Allen,  as  to  the  avail- 
ability or  possibility  of  coordinating  some  of  your  radio  programs 
with  his  expanded  program? 

Colonel  Binns.  I  have  not  seen  what  General  McClure,  or  Colonel 
McMahon,  who  is  in  charge  of  the  program,  have  done  along  that 
line.     I  do  not  know. 

Mr.  Stefan.  I  have  no  further  questions  right  now,  Mr.  Chairman. 

The  Chairman.  Are  there  any  fm-ther  questions  until  we  get  to 
"Travel  and  transportation?" 

Mr.  Stefan.  Have  you  finished  part  1,  part  2,  part  3,  and  part  4 
on  page  1250,  or  did  you  want  to  go  into  that? 

The  Chairman.  I  have  not  covered  salaries  in  Japan  and  Korea  at 
aU. 

estimates  for  civilian  personnel  in  japan  and  ryukyus 

You  have  a  program  there  of  $20,000,000  for  Japan  and  the  Ryukyus, 
an  increase  of  a  couple  of  million  dollars  over  last  year.  Why  would 
that  be? 
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Colonel  BiNNs.  May  I  examine  that  figure,  sir? 

The  Chairman.  Well,  the  figui-e  you  just  gave  was  $18,000,000  for 
1948  or  $20,639,121  for  Japan  and  the  Kyukyus,  and  then  here  in 
my  book  it  is  $20,883,378,  or  about  a  couple  of  hundred  thousand 
dollars  more,  and  a  larger  number  of  employees.    Why  is  that? 

Colonel  BiNNs.  I  am  comparing  these  figures  on  this  sheet  here,  sir. 

The  Chairman.  They  do  not  seem  to  jibe  anywhere. 

Colonel  BiNNs.  The  figure  of  $20,883,378  is  the  Army's  request 
for  the  fiscal  year  1949. 

The  Chairman.  Where  did  I  get  this  $20,639,121?  I  thmk  you 
gave  me  that  figure. 

Colonel  BiNNS.  I  did  give  you  that  figm-e,  sir,  and  that  is  the 
figure,  less  the  lapses. 

The  Chairman.  All  right.  Why  would  that  figure  and  the  number 
of  employees  be  larger  than  last  year? 

Colonel  BiNNS.  The  number  of  employees,  su*,  required  for  the 
commg  year  is  4,113. 

That  was  effected  by  an  arbitrary  action  here  in  the  War  Depart- 
ment after  the  theater  had  screened  them  to  the  minimum.  They 
considered  that  4,554  were  necessary.  We  cut  it  by  more  than  400, 
reducing  the  amount  requested  from  $21,018,000  down  to  $20,883,000. 

EXPENDITURES   IN    CURRENT   YEAR   FOR   JAPAN   AND   RYUKYUS 

The  Chairman.  I  know;  but  that  is  still  $3,000,000,  practically, 
above  the  current  year.     How  much  did  you  spend  this  year? 

Colonel  BiNNS.  The  obligation  will  be  between  $18,000,000  and 
$19,000,000. 

The  Chairman.  Does  it  not  seem  that  we  ought  to  be  reducing  our 
requirements  there  and  be  able  to  have  the  Japanese  Government 
and  the  Ryukyus  Government  take  care  of  more  of  it? 

Colonel  BiNNs.  The  Ryukyuans,  Mr.  Chairman,  are  totally  incap- 
able of  taking  care  of  their  government. 

The  Chairman.  You  mean  that  the  people  who  live  there  never 
did  have  anything  to  do  with  their  government? 

Colonel  BiNNS.  No,  sir;  they  did  not.  If  was  a  prefectm-e  of  the 
Empu'e  of  Japan  and  the  people  had  nothing  to  do  with  government 
except  in  a  very  menial  capacity  and  in  very  low  scale  wage  brackets. 
Their  education  is  at  a  very,  very  poor  level. 

The  Chairman.  The  Japanese  ought  to  be  able  to  take  care  of  their 
ordinary  government  pretty  thoroughly  I  think.  Why  are  they  not 
able  to? 

Colonel  BiNNs.  The  Japanese  are  doing  a  good  job,  and  a  large 
xiumber  of  Japanese  are  being  used  for  that  purpose. 

However,  as  we  understand  the  activities  in  Japan,  especially  in 
trying  to  get  them  back  on  an  economic  basis,  I  believe  it  will  take 
more  people  to  supervise  it. 

number    of    civilian    PERSONNEL    IN    JAPAN    AND    RYUKYUS 

As  to  the  actual  number  of  people — for  instance,  on  the  31st  day 
of  December  in  Japan  and  the  Ryukyus  there  was  a  total  of  4,071 
civilians. 

The  Chairman.  That  is,  as  of  December  31? 
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Colonel  BiNNs.  Yes,  sir;  as  of  December  31 — excuse  me;  March 
31,  there  were  4,071  civilians;  and,  in  addition,  there  were  2,661 
military. 

The  Chairman.  Two  thousand  and  what? 

Colonel  BiNNS.  2,661  mihtary. 

The  Chairman.  Yes. 

Colonel  BiNNS.  And  1,700  enlisted  mihtary.  The  first  figure  was 
officers. 

The  Chairman.  How  many  enlisted  men? 

Colonel  BiNNS.  One  thousand  seven  hundred. 

The  Chairman.  This  is  in  Japan? 

Colonel  BiNNS.  Yes,  sir;  and  the  Ryukyus.  The  same  pohcy  is 
being  followed  in  Japan  as  in  Germany  of  reducing  the  military  and 
civilianizing  the  employees  and  a  certain  number  of  officers  and  en- 
listed men  will  be  moved  from  the  military  rolls  into  civilian  capacity, 
with  a  grand  total  of  4,113. 

The  Chairman.  It  would  seem  as  though  we  ought  to  be  able  to 
turn  more  of  that  stuff  back  to  the  Japanese  to  look  after.  They  are 
pretty  well  able  to  take  care  of  their  Government,  are  they  not? 
How  many  do  we  have  in  Japan,  and  how  many  do  we  have  in  the 
Ryukyus? 

Colonel  BiXNs.  In  Japan  it  is  3,867,  and  in  the  Ryukyus  it  is  204. 

NEED    FOR    REDUCTION    OF   ACTIVITIES    IN    JAPAN 

The  Chairman.  "\'Vliy  are  we  not  getting  rid  of  a  lot  of  our  activities 
in  Japan?  It  would  seem  as  though  those  people  are  contributing 
more  towards  recovery  than  these  other  people  and  that  they  ought 
to  be  able  to  get  along  and  run  their  own  business  more. 

Colonel  BiNNs.  That  is  true. 

The  Chairman.  Why  are  we  not  begiiming  to  reduce  it  con- 
siderably? 

Colonel  BiNNs.  Because  there  is  a  factor  which  I  think  has  not  yet 
been  considered. 

The  Chairman.  What  is  it? 

Colonel  BiNNS.  At  General  MacArthur's  headquarters  we  actually 
have  there  three  headquarters  in  one;  that  is,  he  must  maintain  his 
headquarters  as  Supreme  Commander  of  the  Allied  Powers,  he  must 
maintain  his  headquarters  as  liead  of  the  military  government,  and  he 
must  maintain  his  military  headquarters,  and  to  eft'ect  the  savmgs 
which  the  chahman  is  indicatmg  he  has  integrated  that  into  one 
headquarters  rather  than  having  thi^ee  separate  headquarters,  but  the 
ramifications  of  the  task  completely  cut  across  the  civilian  govern- 
ment, the  military  government,  and  his  relations  with  the  Far  Eastern 
Commission  as  Supreme  Commander  of  the  Allied  Powers. 

You  can  see  all  of  the  multiple  purposes  and  the  multiple  fields  that 
are  covered  there.  There  would  have  to  be  three  separate  head- 
quarters, and  we  would  have  to  have  a  pyramiding  rather  than  a 
contraction. 

The  Chairman.  Vrdl,  it  seems  to  me  that  we  are  going  too  strong 
on  this  and  that  we  ought  to  be  able  to  operate  these  countries  and 
begin  to  get  them  where  they  could  look  after  their  own  government 
instead  of  our  having  to  do  so  much  about  it,  if  we  are  ever  going  to 
get  them  anywhere. 
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Colonel  BiNNS.  Well,  of  course,  in  Japan  I  might  say  that  we  are 
effecting  many  changes  in  their  Government.  It  is  not  a  question  of 
operating  the  Government  the  way  it  was.  For  instance,  people  must 
be  trained  in  positions  to  operate  the  new  type  of  government,  and  I 
thmk  that  adds  to  the  difficulty. 

We  have  4,000  people  for  a  population  of  80,000,000  people,  and  I 
think  if  we  compared  that  with  the  number  of  employees  just  in  any 
one  State  we  might  want  to  choose,  the  comparison  would  be  very 
favorable. 

The  Chairman.  I  do  not  think  there  is  any  question  of  that,  but  I 
think  we  ought  to  be  able  to  get  them  to  a  point  where  those  local 
people  could  do  most  of  it. 

Colonel  BiNNs.  We  think  that  we  are  making  progress.  For 
instonce,  ]ast  year  in  Japan  alone  it  was  the  estimat?  of  Jcipan  that 
they  would  need  5,028  people,  and  we  have  brought  that  number 
down  now  to  4,113. 

CIVILIAN    PERSONNEL    IN    KOREA 

The  Chairman.  Well,  take  Korea,  for  instance. 

Colonel  Binns.  Yes,  sir. 

The  Chairman.  They  have  more  civilian  employees  than  Japan  has. 

Colonel  Binns.  May  I  point  that  out  to  you,  sir? 

The  Chairman.  Sure. 

Colonel  Binns.  There  are  only  917  United  States  employees  in 
that  figure  of  4,863.  The  actual  break-down  is:  United  States 
employees,  917;  and  Koreans,  3,946. 

The  average  yearly  salary  of  a  Korean  is  only  $308.  In  that 
$5,700,000  is  included  $1,215,000  which  will  be  required  to  implement 
what  I  will  refer  to  on  the  record  as  the  Korean  policy. 

civilian  personnel  in  AUSTRIA 

The  Chairman.  Now,  you  have  3,504  people  in  Austria. 

Colonel  Binns.  Yes,  sir;  in  Austria. 

The  Chairman.  Wliy  would  they  need  so  many  people  there? 

Colonel  Binns.  There  are  471  American  employees  in  Austria  and 
3,033  Austrian  indigenous  employees. 

The  Chairman.  3,083? 

Colonel  Binns.  3,033,  sir,  and  471  Americans.  Those  people, 
speaking  particidarly  of  the  Americans,  are  engaged  in  three  separate 
capacities:  The  High  Commissioner  for  Austria,  the  military  govern- 
ment for  Austria,  and  throughout  all  of  Austria  the  military  govern- 
ment functions.     The  High  Commissioner  functions  only  in  Vienna. 

The  Chairman.  Now,  why  do  you  need  so  many  people  there? 
Here  you  have  as  many  people,  practically,  as  in  Japan  and  the 
Ryukyus,  when  the  number  of  people  involved  in  om-  zone  is  only 
about  2,000,000,  or  about  one-fortieth  of  the  number  involved  in  the 
other  picture. 

Colonel  Binns.  That  question  has  been  asked  by  ourselves.  I 
examined  that  question  last  week  when  I  was  in  Austria,  and  that 
figure  compares  with  a  prior  figure  of  5,050. 

The  Chairman.  5,050? 
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Colonel  BiNNS.  Yes,  sir;  5,050,  which  has  been  brought  down  to 
3,033,  sir.  The  answer  appears  to  be  the  guild  system,  sir,  where 
they  have  apprentices,  and  so  forth. 

The  Chairman.  Now,  Colonel,  we  have  finished  up  those  items 
on  Austria  as  far  as  we  can. 

Colonel  BiNNS.  We  have  arrived  at  the  break-down  figure  of  471 
American  personnel  and  3,033  Austrians. 

The  Chairman.  That  is  right.  Are  there  any  questions  about 
this  personnel  set-up  in  these  places  other  than  we  have  had? 

Break-down  of  Pay  of  Civilian  Employees 

You  could  put  that  table  on  page  1250  into  the  record  just  as  it 
stands. 
'     (The  matter  referred  to  is  as  follows;) 

Pay  of  civilian  em-ploy ees 


Total  01  and  total  for  project. 


Actual,  fiscal 
year  1947 


$42, 098, 333 


Obligations, 

estimated, 

fiscal  year 

1948 


$49,  743, 701 


Estimated, 

fiscal  year 

1949 


$50, 958,  701 


SUPPORTING  data 


Total 
number 


Total 
salary 


Estimated, 

fiscal  5'ear 

1949 


01     PERSONAL  SERVICES 

Total  (all  areas) : 

Part        I.  Germany 

Part      II.  Japan  and  Ryukyus 

Part     III.  Korea 

Part     IV.  Austria 

Part       V.  New  York  field  office -. 

Part     VI.  Visiting  consultants 

Part    VII.  Foreign  experts,  specialists. 
Part  VIII.  Foreign  students. 

Total  (all  areas) 

Deduct  lapses 

Balance 


3,707 


113 
863 
504 

75 
183 

87 
100 


$18, 

20, 

5, 


16, 632 
173 


16, 159 


313, 393 

883, 378 
722. 128 
199, 375 
327, 276 
391,415 
387,  585 
221,000 


51,  445,  550 
486,  849 


$50, 958,  701 


Mr.  WiGGLESwoRTH.  What  is  that  million  dollars  under  the  column 
"Others"? 

The  Chairman.  That  must  mean  personnel. 

Colonel  BiNNS.  That  is  consultants  and  visiting  experts,  items  6,  7, 
and  8,  on  page  1,250. 

Mr.  WiGGLESWORTH.  Added  together  to  total  that  $1,000,000? 

Colonel  BiNNS.  Those  are  not  charged  to  any  specific  theater  but 
across  the  board. 

The  Chairman.  Now,  referring  to  your  New  York  field  office,  you 
told  Mr.  Stefan  about  that  this  mornhig,  I  guess. 

Colonel  BiNNS.  Yes,  su"  and  we  will  furnish  a  com-plete  break-down 
on  that  for  the  record. 

The  Chairman.  And  you  will  do  that  same  thing  as  to  those  foreign 
experts  and  foreign  students? 
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Colonel  BiNNS.  Yes,  sir. 

(The  information  requested  is  as  follows:) 

Interchange  of  Persons  Program 

At  the  request  of  the  commanders  of  the  various  theaters,  a  program  has  been 
developed,  with  concurrence  of  the  Departinent  of  State,  to  bring  selected  ap- 
proved nationals  to  assist  more  effectively  in  the  promotion  of  the  reorientation 
program  in  these  countries.  The  free  exclaange  of  ideas  between  present  occupied 
countries  and  the  outside  world  was  restricted  even  before  the  war  by  the  censor- 
ship policies  of  totalitarian  governments.  Materials  published  within  the  coun- 
tries were  distorted  to  a  large  degree.  During  the  war,  remaining  contacts  with 
the  outside  world  were  severed  completely.  Consequently,  it  is  of  utmost  impor- 
tance to  the  success  of  the  reorientation  program  that  as  large  a  number  as  possible 
of  prospective  leaders  in  all  fields  of  political,  social,  and  cultural  life  be  given  the 
opportunity  to  observe  and  study  at  first  hand  the  operation  of  democratic  insti- 
tutions in  the  United  States. 

The  individuals  selected  for  such  training  in  the  United  States  wiU  be  chosen  from 
many  fields,  such  as  the  various  levels  of  education,  journalism,  radio,  govern- 
mental bodies,  political  parties,  and  labor  organizations.  Since  a  thorough  and 
far-reaching  school  reform  is  essential  for  the  ultimate  development  of  democratic 
thinking  in  the  former  totalitarian  countries,  a  large  number  of  the  trainees 
selected  will  be  young  teachers  and  school  administrators.  Students  preparing 
themselves  for  teaching  positions  wiU  also  be  given  a  high  priority.  It  is  hoped 
that  a  reliable  group  of  educators  can  be  prepared  in  this  way  to  assume  leadership 
in  the  reorganization  of  education  in  their  own  countries. 

The  program  is  already  under  way  in  Germany  and  Austria,  but  since  no  funds 
have  been  provided  for  this  purpose,  only  those  students  who  are  sponsored  and 
given  the  necessary  financial  support  by  some  organization  or  institution  in  the 
United  States  can  be  brought  over.  This  limits  the  program  to  a  few  individuals. 
It  is  hoped  that  several  hundred  trainees  can  be  selected  when  funds  are  provided. 
No  students  have  come  from  Japan  to  date.  Koreans  may  secure  United  States 
visas  in  this  country  and  come  to  the  United  States  without  sponsorship  of  the 
reorientation  branch. 

Another  phase  of  the  interchange  of  persons  program  consists  of  sending 
American  professors  to  teach  in  German  universities.  In  the  past,  this  has  been 
possible  only  through  private  grants  and  as  a  result,  a  very  limited  number  could 
be  sent  to  teach  especially  in  those  fields  where  the  former  nationalistic  govern- 
ments prevented  an  objective  treatment  of  the  subject,  such  as  in  history,  social 
sciences,  government,  politics,  and  the  biological  sciences. 

It  is  the  conviction  of  military  government  education  officers  that  the  successful 
execution  of  the  above  programs  on  a  large  scale  will  have  a  far-reaching  and 
permanent  influence  on  the  reorientation  program  as  a  whole. 

TrAjVel  of  Civilian  Employees 

The  Chairman.  Now,  we  want  to  go  into  this  item  of  travel 
expenses. 

Colonel  BiNNS.  Yes,  sir. 

We  have  effected  a  saving  of  $4,100,000  on  that,  but  that  is  logical. 
Since  the  number  of  employees  is  being  reduced,  of  course,  the  travel 
will  go  down. 

The  Chairman.  That  is  project  415? 

Colonel  Binns.  Yes,  sir;  on  page  1264  of  the  justifications. 

BREAK-DOWN    OF    ESTIMATE 

The  Chairman.  Turning  to  page  1264  we  will  put  that  in  the 
record  at  this  point. 

(The  matter  referred  to  is  as  follows:) 
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Travel  of  civilian  employees 

Obligations 

.\ctual,  fiscal 
year  1947 

Estimated, 

fiscal  year 

1948 

Estimated, 

fiscal  year 

1949 

Total  02  03.  07.  and  total  for  Droiect     .  . 

$2,603,766 

$4,700,000 

$4, 715, 790 

SUPPORTING  DATA 


02    Travel 


03    Trans- 
portation 
of  things 

(household 
goods) 


07    Other 

contractual 

services 


Estimated 
total  cost 


Total  (all  areas') : 

Part  I— Germany 

Part  II— Japan  and  Ryukyus 

Part  III— Korea 

Part  IV— Austria 

Part  V— New  York  field  office  and  consult- 
ants  

Total 


$1, 092,  766 

1, 000, 000 

604, 475 

926, 000 

315, 790 


$205, 370 

200, 000 

95,  525 

115, 000 


$101, 864 


3, 939, 031 


615,  S95 


59,000 


$1,400,000 

1,200,000 

700, 000 

1, 100, 000 

315,  790 


160,864 


4, 715, 790 


QUESTION  AS  TO  AMOUNT  OF  TRAVEL  IN  OCCUPIED  AREAS 

The  Chairman.  Now,  why  is  it  that  the  travel  in  Austria  runs  so 
much  with  very  Uttle  but  indigenous  employees,  and  the  travel  in 
Korea  runs  so  much  with  so  large  a  percentage  of  indigenous  employ- 
ees, and  many  of  those  4,071  civilians  in  Japan  are  going  to  be  indigen- 
ous employees,  are  they  not? 

Colonel  BiNNS.  May  I  answer  your  question  a  piece  at  a  time,  sir? 

The  Chairman.  Yes. 

Colonel  Binns.  The  travel  for  Austria  and  Korea  appears  dis- 
proportionate in  the  total,  but  the  reason  for  that  is  that  Austria,  at 
the  moment,  is  on  a  pay-as-you-go  basis  and  the  projected  Korean 
policy  will  establish  a  similar  condition  in  Korea  now  that  the  elections 
have  been  completed. 

The  Chairman.  Yes;  but  with  a  very  small  number  of  United 
States  citizen  employees  as  compared  with  Germany,  Austria  has 
practically  as  much  travel  as  Germany.  Now,  it  just  does  not  seem 
to  add  up. 

Colonel  Binns.  Well,  the  particular  figure  in  Austria  that  I  have 
marked  here  to  bring  to  the  attention  of  the  committee  is  that  $367,200 
should  be  deducted,  because  in  my  recent  visit  to  Austria  I  found  that 
they  had  erroneously  carried  the  military  in  their  total,  and  they  have 
it  in  a  separate  sum,  $367,200  to  cover  travel  of  military  personnel,  and 
that  is  found  on  page  1268  of  the  justifications,  the  last  item. 

The  Chairman.  You  mean  we  should  deduct  that? 

Colonel  Binns.  $367,200,  sir. 

The  Chairman.  That  should  be  deducted? 

Colonel  Binns.  Yes,  sir,  on  page  1268,  the  last  item. 

The  Chairman.  The  same  thmg  seems  to  apply  to  Korea.  That 
item  looks  awfully  big  for  the  number  of  United  States  employees 
that  are  there. 
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Colonel  BiNNS.  The  figure  is  large  there,  but  I  believe  it  is  justified. 
That  is  the  last  item  on  page  1267,  travel  of  military  personnel  engaged 
primarily  in  CA/MG  activities.  The  item  is  $182,210.  Korea  is  so 
far  away  and  the  contacts  that  the  Korea  military  government  has 
basically  are  here  in  the  United  States,  so  that  the  travel  is  both  ways 
from  Korea  to  here  or  from  here  to  Korea  either  by  air  or  by  ship. 

The  Chairman.  What  about  the  Japanese  figure  there? 

Mr.  BiNNS.  The  same  thing  is  true  there,  sir.  Their  contact  is 
here  with  Washington. 

Mr.  WiGGLESwoRTH.  You  actually  expect  more  travel  in  1949  than 
in  1948,  is  that  right? 

Colonel  BiNNS.  No,  I  think  that  is  not  correct,  sir. 

Mr.  WiGGLESWORTH.  The  over-all  sheet  has  indicated  it  as  a  total 
of  $4,700,000  in  1948  and  $4,715,790  for  1949. 

Colonel  BiNNS.  Under  415  for  Japan  and  the  Ryukyus  the  travel 
figure  was  $1,200,000. 

Mr.  WiGGLESWORTH.  For  both  years? 

Colonel  BiNNS.  In  1948  and  1949,  that  is  correct,  and  in  Korea  it 
is  $700,000. 

Mr.  WiGGLESWORTH.  For  both  years? 

Colonel  BiNNS.  That  compares  with  previous  estimates  of 
$8,820,766,  which  has  been  reduced  to  $4,715,790  for  all  areas,  or  a 
reduction  of  $4,104,976. 

Mr.  WiGGLESWORTH.  That  is  an  estimate.  It  is  not  in  terms  of 
experience  as  I  read  this  over-all  total. 

Colonel  BiNNS.  Yes,  sir. 

Mr.  Wiggles w?)RTH.  Because  your  over-all  figure  for  1948  is 
$4,700,000  for  travel  in  Germany,  Japan,  and  the  Ryukyus,  Korea, 
Austria,  and  the  New  York  field  office. 

Colonel  BiNNS.  That  is  correct. 

Mr.  WiGGLESWORTH.  Aiid  the  corresponding  figure  for  1949  is 
$4,715,790,  so  that  there  is,  apparently,  no  reduction  whatsoever  but, 
in  reality,  a  slight  increase. 

Colonel  BiNNS.  $16,000,  yes,  sir.  Part  of  that  is  accounted  for  by 
the  new  Korean  policy  which  will  require  us  to  pay  our-  way  on  the 
railroads  in  Korea  which  we  have  not  previously  done. 

Mr.  WiGGLESWORTH.  Well,  but  you  told  us  under  project  410  that 
your  civilian  emplovees  in  Germany  were  dropping  off  to  the  extent 
of  $2,500,000. 

Colonel  BiNNS.  Yes,  sir. 

Mr.  WiGGLESWORTH.  Yet  the  travel  of  those  civilian  employees  is 
exactl}^  what  it  was  in  1948;  there  is  no  reduction. 

Colonel  BiNNS.  May  I  state  it  this  way:  Did  we  not  say  that  for 
Germany  our  civilian  employees  were  going  to  pick  up  due  to  the 
fact  that  the  number  of  military  employees  was  being  reduced?  The 
chairman  explored  that  at  considerable  length  with  Colonel  Dubbelde. 
The  officers  who  are  leaving  the  military  pay  roll  are  going  onto  the 
civilian  pay  roll,  so  the  civilians  are  going  up  from  3,500  to  3,695. 

Mr.  VooRHEES.  That  increase  is  solely  in  the  New  York  field  ofiice. 

Mr.  WiGGLESWORTH.  I  iioticc  that,  but  I  do  not  understand  why 
the  other  item  should  not  fall  oft'  materially  as  the  personnal  falls  off. 

Mr.  VooRHEES.  Because  of  the  conversion  from  military  to  civilian 
personnel  we  felt  that  we  should  compute  it  on  the  basis  of  1948  ex- 
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penditiires,  and  you  will  notice  that  the  estimates  are  based  for  1949 
upon  our  estimated  expenditures  for  1948. 

Colonel  BiNNS.  I  might  make  it  a  little  clearer  this  way:  The 
travel  of  military  personnel  paid  from  this  appropriation  is  only  when 
they  are  primarily  engaged  on  CA/MG  activities. 

Air.  WiGGLESWORTH.    CA/MG? 

Colonel  BiNNS.  Yes,  sir. 

Mr.  WiGGLESWORTH.  What  is  that? 

Colonel  BiNNS.  Civil  affairs,  military  government.  For  instance, 
if  General  Mac  Arthur  went  from  his  headquarters,  or,  if  his  opera- 
tions officer  went  to  Okinawa  on  a  military  government  mission  this 
appropriation  pays  for  his  travel.  On  the  other  hand  if  he  went  there 
for  the  purpose  of  inspecting  troops  that  would  be  charged  against 
the  Alilitary  Establishment. 

Mr.  WiGGLESWORTH.  It  makcs  this  travel  requirement  pretty 
nebulous  then,  does  it  not,  because  an  officer  can  travel  one  way  one 
day  and  the  other  way  the  next  day. 

Colonel  BiNNs.  The  criterion  is  what  his  mission  is  when  he  travels. 

Mr.  VooRHEEs.  And  that  is  true  as  to  various  items  in  endeavoring 
to  apportion  the  cost  between  the  purely  military  expenses  and  the 
governmental  expenses. 

Colonel  BiNNs.  He  may  travel  away  from  his  headquarters  for  a 
specific  project  and  the  appropriation  from  which  the  travel  is  paid 
changes. 

Mr.  WiGGLESWORTH.  You  have  told  us  that  you  had  1,640  military 
people  doing  this  work  in  1948,  and  that  you  are  going  to  transfer 
about  425  of  them  to  civilian  status  and  presumably  send  the  rest 
of  them  home. 

Colonel  BiNNs.  Yes,  sir. 

Mr.  WiGGLESWORTH.  I  fail  to  understand  why  under  those  condi- 
tions if  the  military  doing  this  CA/MG  work  is  chargeable  to  this 
item,  why  there  is  not  a  very  material  drop  in  your  travel  expenses  in 
1949  as  compared  with  1948. 

Colonel  BiNNS.  I  think  I  can  explain  that.  If  you  look  at  any  one 
of  the  tables,  for  instance,  the  one  on  page  1266,  it  is  not  specifically 
Germany.  This  travel  in  this  project  is  not  travel  within  a  particular 
area,  but  travel  from  the  United  States  and  return  of  the  particular 
individuals  and  their  dependents. 

Mr.  WiGGLESWORTH.  Well,  you  simply  put  down  the  same  figure 
for  1949  as  for  1948.  That  was  not  based  on  very  close  figuring,  and 
you  just  put  down  the  same  figure  as  experience  indicated  for  1948, 
did  you  not? 

Colonel  BiNNS.  The  experience  for  1948  is  that  we  will  just  exactly 
break  even.  Now  we  are  going  to  pay  some  452  additional  civilian 
employees. 

Alr^  WiGGLESWORTH.  I  would  think  that  you  were  going  to  take 
some  1,233  employees  out  of  this  travel  item  from  what  was  said  this 
morning. 

Colonel  BiNN's.  A  great  many  of  those  are  military  personnel. 

Mr.  WiGGLESWORTH.  I  kuow,  but  as  long  as  they  are  doing  this 
work  I  understood  you  to  say  that  their  travel  is  taken  out  of  this 
item. 

Colonel  BiNXS.  Yes;  but  all  of  those  officers  who  were  on  duty 
with  civil  affairs  and  military  government  in  Germany  are  not  ordered 
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back  here  today.  They  will  not  be  back  immediately.  Therefore, 
when  they  are  released  from  CA/MG  in  Germany  they  revert  to  the 
pool  and  come  back  under  the  Alilitary  Establishment. 

'These  figures  are  preponderately  for  civilian  employees,  as  notice 
on  page  1266  of  the  justifications  that  we  do  not  in  there  give  the 
quantity  of  the  number  of  people.  We  take  the  same  figm-e  which 
was  actually  a  lump  sum  of  $190,766,  but  the  figures  shown  there  of 
2,000,  2,000,  and  2,000  pertain  particularly  to  civilians. 

Mr.  WiGGLESwoRTH.  I  do  uot  Want  to  dwell  on  tliis  too  long,  but 
the  $1,400,000  expended  in  Germany  for  travel  of  employees  will 
include  the  travel  of  1,648  military  personnel  assigned  to  CA/MG? 

Colonel  BiNNS.  Only  to  the  extent  that  they  are  traveling  from 
Germany  to  neighboring  areas.  That  involves  mdividuals  whose 
orders  specifically  state  thr.t  thej^  were  traveling  from  here  to  Germany 
for  military  government. 

Mr.  VooRHEES.  If  this  is  not  a  businesslike  method  of  computing 
it  I  am  the  one  who  is  responsible  for  it.  The  computations  from  the 
theaters  were  higher,  and  I  reduced  them  to  the  amounts  that  we 
estimated  that  we  spent  in  1948.  I  did  not  dare  to  reduce  them 
below  that  amount  because  of  this  conversion  from  military  to 
civilian  personnel. 

Colonel  BiNNS.  One  reason  in  that  is  that  most  of  the  ocean  trans- 
portation back  and  forth  between  the  occupied  areas  and  this  country 
of  military  is  paid  for  as  a  direct  military  expenditure.  Unless  there 
is  a  specific  trip  made  for  military  government  purposes  it  would  be 
paid  for  as  a  military  expenditure,  aiid  not  out  of  this  appropriation 
at  all. 

On  the  other  hand  all  of  the  civilian  emploj  ees  travel  and  that  for 
their  dependents  is  paid  for  our  of  this  appropriation. 

I  did  not  think  due  to  the  decrease  in  military  relative  to  the 
number  of  civilians  that  we  dared  reduce  it  below  that  amount. 

Colonel  BiNNS.  I  can  see  why  it  is  confusing,  Mr.  Wigglesworth, 
but  let  me  cite  the  example  of  my  own  personal  travel  last  week. 
Since  I  went  to  Germany  and  Austria  my  own  travel  was  charged  to 
the  415  project,  you  know,  because  I  went  there  primarily  for  CA/AIG 
activities,  although  I  do  not  belong  to  the  theater.  I  traveled  to  the 
theater  on  duty,  so  that  the  charge  was  made  against  that  fund. 
Colonel  Dubbelde  and  his  people,  I  believe,  set  the  figm'e  at  2,722 
people,  and  we  just  could  not  go  along  with  it,  and  after  analyzing 
it  completely,  against  their  will  it  was  reduced  to  2,000. 

Have  I  answered  your  question,  sir? 

Mr.  Wigglesworth.  It  would  still  seem  to  me  that  the  travel  for 
military  personnel  to  the  extent  of  1,648,  less  425  or  1,223  persons 
would  be  removed  completely  from  the  travel  picture  for  the  fiscal 
year  1949. 

Colonel  BiNNS.  As  to  this  1,648  people  their  travel  was  never  in- 
cluded in  this  item  because  they  are  Military  Establishment  people 
who  were  detailed  from  the  United  States  to  Germany,  and  after 
ariiving  in  Germany  they  were  told  you  are  assigned  to  the  military 
government.  Their  travel  is  under  the  Military  Establishment 
budget.  They  were  not  in  here  last  year,  and  they  are  not  in  here 
this  year. 

Mr.  Wigglesworth.  But  I  understood  you  to  say  previously  that 
as  long  as  they  were  doing  this  CA/MG  work  that  theu-  travel  would 
come  out  of  this  item. 
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Colonel  BiNNS.  But  until  a  particular  officer  was  assigncnl  to  the 
military  government  in  Germany  lie  was  a  member  of  the  Military 
Establishment. 

For  example,  if  Lieutenant  X  is  assigned  to  the  European  theater, 
and  upon  his  arrival  he  is  assigned  to  the  military  government, 
assigned  to  a  station  in  Stuttgart,  for  example,  up  to  that  point  the 
Military  Establishment  bears  the  cost  of  his  travel  and  that  of  his 
dependents. 

On  the  other  hand,  let  us  assimie  that  6  months  from  that  date  he 
is  transferred  to  travel  to  Berlin,  the  travel  of  the  officer  and  his 
dependents  is  then  the  responsibility  of  this  appropriation. 

Mr.  WiGGLESwoRTH.  Aud  he  becomes  one  of  the  1,648  that  you 
have  included  in  your  1948  travel? 

Colonel  BiNNS.  Yes,  sir;  that  is  correct. 

At  the  termination  of  this  officer's  duty  in  Europe  if  he  is  released 
merely  for  return  to  the  United  States  his  travel  is  paid  for  imder  the 
Military  Establishment  budget. 

On  the  other  hand  should  he  be  ordered  back  to  civil  affairs,  mili- 
tary government  duty  in  the  United  States  then  this  appropriation 
would  pay  the  cost  of  returning  him  and  his  family  to  the  United 
States. 

IVIr.  WiGGLESWORTH.  Suppose  he  is  ordered  to  do  some  travel 
while  in  Germany;  does  not  that  come  out  of  this? 

Colonel  Bin:* :s.  Yes,  sir;  and  it  is  shown  in  the  last  item  on  page 

126(:. 

Mr.  "WiGGLESWORTH.  And  any  such  travel  for  any  one  of  the  1,223 
military  personnel  in  the  fiscal  year  1948  would  be  completely  out  of 
the  picture  in  1949,  would  it  not? 

Colonel  BiNNs.  No;  because  there  will  be  a  certain  percentage  of 
them  still  remaining  there. 

Mr.  WiGGLESWORTH.  The  1,223  are  not  going  to  be  there,  as  I 
understand  it.  Therefore  there  cannot  be  any  travel  for  them  as 
far  as  anyone  of  those  people  want  to  travel  in  1948,  and  that  travel 
is  reflected  in  the  over-all  request  here.  It  seems  to  me  that  there 
would  be  a  corresponding  reduction  made. 

Colonel  BiNNs.  You  visualize,  as  I  see  it,  that  these  people  will  be 
immediately  dropped  from  the  rolls  on  the  first  day  of  July  1948. 
That  is  not  my  understanding,  but  by  the  end  of  the  fiscal  year  1949 
all  of  them  will  have  been  gone. 

Mr.  WiGGLESWORTH.  I  do  uot  care  when  they  go.  As  soon  as  they 
go  then  there  is  no  travel  for  them. 

,Colonel  BiNNS.  There  will  be  a  decreasing  amount. 

Mr.  WiGGLESWORTH.  But  there  is  not  any  decrease  reflected  here. 

Colonel  BiNNS.  But  on  the  other  hand  we  are  picking  up  425 
civilian  employees,  and  w^e  will  become  responsible  for  their  travel, 
regardless  of  what  they  do  it  for  and  their  return  to  the  United  States. 

Mr.  W^IGGLESWORTH.  I  gucss  wc  havc  taken  up  enough  time  ou 
that. 

The  Chairman.  Are  there  any  further  questions  on  travel? 

TRANSPORTATION    OF   THINGS 

The  next  item  is  "Transportation  of  things,"  project  420.     You 
have  there  an  over-all  figure  of  $3,000,000  more  than  the  present  year. 
Colonel  BiNNs.  That  is  Mr.  Voorhees'  project. 


236 

IMr.  VooRHEES.  I  will  call  Colonel  Gillespie,  the  transportation 
man  to  handle  that. 

FKEIGHT    CHARGES 

The  Chairman.  Why  do  we  have  as  heavy  freight  charges  as  we 
seem  to  have  here? 

Colonel  Gillespie.  These  rates  in  the  budget  are  the  rates  which 
are  at  present  the  prevailing  rates  for  the  movement  of  these  cargoes. 
In  the  case  of  berth-term  cargo  they  are  the  commercial  rate  net  less 
10  percent.  Berth-term  cargo  is  cargo  which  is  moved  by  berth 
operators,  a  berth  operator  being  a  steamship  company  which  main- 
tains a  schedule  from  a  given  port  to  a  given  port  and  moves  cargo  in 
bags,  boxes,  bales,  or  bundled  items. 

The  Chairman.  A  good  deal  of  the  stuff  like  coal  and  grain  would 
certainly  go  to  Germany  and  Japan  by  bulk  load.  It  would  go  to 
Germany  by  bulk  load,  and  I  would  say  the  same  thing  about  Austria, 
it  seems,  and  I  do  not  know  but  what  Korea  would  be  in  the  same  class. 
Why  is  not  that  so? 

Colonel  Gillespie.  That  is  so. 

The  Chairman.  Then  your  rates  ought  not  to  be  as  high  as  your 
berth-term  rate. 

Colonel  Gillespie.  That  is  right,  they  are  not. 

The  Chairman.  According  to  that  there  ought  to  be  a  considerable 
saving  below  these  figures. 

Colonel  Gillespie.  I  might  explain  further,  sir,  that  in  tje  case  of 
full  cargoes  such  as  grain  or  coal  that  they  are  moved  on  vessels  which 
are  chartered  by  the  Transportation  Corps  and  they  are  chartered  at 
a  much  lower  rate  than  in  the  other  rates  for  that  purpose. 

The  Chairman.  Wliy  should  there  not  be  a  considerable  cut  m  this 
figure? 

Colonel  Gillespie.  There  figures  include  that  type  of  transporta- 
tion, berth-term  cargo  which  I  have  mentioned,  including  these  items 
such  as  dried  milk,  package  goods,  and  so  forth,  but  all  of  our  full 
cargoes  move  on  vessels  which  are  chartered  by  the  Transportation 
Corps  and  would  move  in  terms  of  full  or  bulk  cargoes. 

Mr.  Voorhees.  You  will  notice  the  difference  in  the  rates,  Mr. 
Chairman,  on  page  1276  there  for  Germany  between  bulk  cargoes  and 
the  others.  For  example,  grain  and  flom-  a  ton  are  about  $15,  and 
sugar  which  is  bulk  cargo  is  $18  a  ton,  and  some  of  the  other  things 
that  are  package  cargoes  run  a  great  deal  higher  than  that. 

Colonel  Gillespie.  That  is  right. 

Mr.  Voorhees.  In  each  case  that  can  be  moved  as  bulk  cargo  we, 
of  course,  move  it  in  that  way. 

These  figures  were  prepared  in  detail  by  Colonel  Gillespie,  who  is  a 
Transportation  Corps  officer  whom  I  borrowed  from  the  Transporta- 
tion Corps  for  the  Food  Administrator's  office  last  winter,  and  he  is 
in  charge  of  our  transportation,  and  he  has  gone  over  each  of  the 
different  kinds  of  products  and  the  quantities  involved,  and  of  course 
the  destinations  and  sources  that  we  will  have  to  move  from  and  have 
detsrmined  on  an  actual  experience  basis  what  he  has  to  pay  for  the 
ships  in  order  to  move  them. 

This  is  very  close  figuring,  assuming  that  there  is  no  change  in  the 
transportation  rates  and  that  we  actually  may  have  the  funds  for 
food  and  other  supplies  that  we  have  provided  for. 
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Colonel  Gillespie.  That  is  rip;ht. 

The  Chairman.  Is  not  that  ammonium  nitrate  bulk  cargo? 

Colonel  Gillespie.  No,  sir.  Under  the  maritime  regulations,  and 
so  forth,  we  are  required  to  move  that  under  berth  terms.  Ammonium 
nitrate  is  packed  in  bags,  and  we  are  required  to  move  that  as  berth- 
term  cargo. 

The  Chairman.  Why? 

Colonel  Gillespie.  The  maritime  ruling  is  that  the  Transportation 
Corps  are  required  to  do  that. 

The  Chairman.  There  is  not  any  shipping  to  do  any  of  this  except 
United  States  shipping,  except  what  little  the  British  contribute, 
is  there? 

Colonel  Gillespie.  That  is  right. 

Mr.  Voorhees.  I  think  I  may  say  that  we  are  planning  to  move 
a  certain  amoimt  of  petroleum  in  those  SCAP  tankers. 

The  Chairman.  What  is  that? 

Mr.  Voorhees.  Supreme  Commander  Allied  Powers.  General 
Mac  Arthur,  I  think,  had  some  tankers  that  I  think  we  are  planning 
to  get. 

Colonel  Gillespie.  That  is  right.  These  figures  are  all  ex-United 
States,  other  than  as  indicated  by  the  footnotes. 

Transportation  of  Civilian  Supplies 

The  Chairman.  We  will  put  in  the  record  the  table  beginning  on 
page  1275. 

(The  matter  above  referred  to  is  as  follows:) 


Transportation  of  civilian  supplies 

Obligations 

Actual,  fiscal 
year  1947 

Estimated, 

fiscal  year 

1948 

Estimated, 

fiscal  year 

1949 

Total  03  and  total  for  Droiect       

$128, 869, 913 

$177,095,022 

$180, 462, 355 

SUPPORTING  DATA 


Quantity 
(metric  tons) 


Estimated, 

fiscal  year 

1949 


03     TRANSPORTATION  OF  THINGS 

Total  (all  areas) : 

Part     I.  Germany 

Part   II.  Japan 

Part  III.  Ryukyus 

Part  IV.  Korea 

Part    V.  Austria 

Total -— 


7,  739, 606 

3, 823, 485 

126,  948 

1,056,114 

35,  764 


$80, 266,  777 

72, 122, 326 

4,  690.  785 

22,815,077 

567, 390 


12,  781, 917 


180, 462, 355 


In  the  following  table  flour  is  included  for  purposes  of  computing  transportation 
costs  at  its  actual  product  weight,  instead  of  its  grain  equivalent  tonnage  as  used 
in  other  tables  herein.  The  following  figure  of  3,939,000  tons  for  grain  and  flour 
therefore  corresponds  with  the  figure  of  4,115,000  tons  shown  on  the  tables  at 
pages  1155  and  1171.  A  similar  explanation  applies  to  the  grain  tonnages  shown 
for  Japan  and  Korea  in  the  tables  appearing  later. 
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PART  I.  GERMANY 


Item 


■p       J.  A.  REQUIREMEXTS 

Grain  and  flour  ' 

Fats  and  oils  2 

Sugar  3 

Dried  skim  milk 

Pulses  4 

Dried  fruit 

Fish 

Seeds  5 

Fertilizer: 

Ammonium  nitrate  (ex-United  States) 

Calcium  nitrate  (Linz-Austria) 

Phosphate  rock  6 

Superphosphates ' 

Petroleum  products: 

Civilian  purposes 

Military  goverimient  administrative  purposes. 
Other  supplies* 


Total  for  Germany,.. 
I/ess:  British  contribution. 

United  States  cost... 


Quantity 

(metric  tons) 

(product 

vt'eight) 


,  9:19,  000 
60, 000 

426, 000 
45,  000 

115,000 
20, 000 
50, 000 

128, 300 

141,000 
100, 000 
666, 305 
757, 600 

,  246, 630 
22, 639 
22, 132 


7,  739,  606 


Cost  (per 

metric 

ton) 


$15. 18 
28.95 
18.59 
24.34 
20. 33 
32.50 
(") 
18.02 

21.82 

(12) 

15.00 
4.60 

5.69 
6.18 
4.80 


Estimated 
fiscal  year 
1949  total 

requirement; 

United  States 
cost 


$59,  780,  000 
1,  737, 000 
7,  921,  200 
1, 095,  300 
2, 337, 950 
650, 000 


2, 313, 000 

3, 076, 620 

None 

9, 994, 600 

3, 484, 960 

7, 095, 70O 
139, 000 
106, 477 


99, 731, 777 
19,  465,  OOP 


10  80,  266,  777 


>  Break-dovs^n  in  metric  tons:  Bread  grains, 
2,062,000  ex  United  States  and  200,000  ex  Canada, 
150,000  ex  Argentina,  500,000  ex  nonparticipating 
countries;  flour,  512,000  ex  United  States;  coarse 
grain,  420,000  ex  United  States,  95,000  ex  Argentina. 

•  Includes  30,000  metric  tons  ex  South  America. 
Ocean  transportation  costs  are  for  fortified  quantities. 

3  Sugar  ex  Cuba. 

••  Includes  40,000  metric  tons  ex  South  America. 

i  Includes  82,203  metric  tons  ex  Europe. 


6  Includes  656,100  metric  tons  ex  North  Africa. 

"  Ex  Europe  (Low  Countries). 

*  In  the  case  of  "Other  Supplies,"  this  quantity 
represents  United  States  procurement  only. 

9  Does  not  include  37,100  metric  tons  ammonium 
nitrate,  ex  United  Kingdom  ordnance. 

'"  This  is  the  same  figure  which  appears  in  the 
ECA  reconciliation  at  p.  1157  above. 

"  CIF  procurement. 

'2  Free  Austro-Gerraan  border. 


BREAK-DOWN    OF    PROJECT    FOR   JAPAN 

The  Chairman.  I  believe  we  had  also  better  put  in  the   table 
beginning  on  page  1278  with  reference  to  Japan. 
(The  matter  above  referred  to  is  as  follows:) 

Transportation  of  civilian  supplies 
PART  II.  JAPAN 


Item 


■p      jj.  A.   REQUIREMENTS 

Grains  and  flour  ^ 

Soybeans 

Soya  flour 

Dried  skim  milk 

Copra 

Sugar  2 

Salt 

Seeds 

Fertilizer: 

Ammonium  nitrate 

Phosphate  rock  (ex- 
Phosphate  rock  (ex- 
Polash  * 

Fishinc  fleet  supplies  s 

Miscellaneous  .supplies  and  insecticides  ^ 

Petroleum  products: 

Civilian  purposes 

Military  government  administrative  purposes. 

Medieal  supplies 

Other  supplies  '._ 


-United  States). 
-Angam-) 


Total  for  Japan . 


Quantity 
(metric  tons) 


,  452,  000 

104, 000 

50, 000 

21,  000 
70,  000 

300, 000 

463,  000 

1,755 

303,  678 
158,  812 
180,  000 
304, 300 

22,  451 
3,874 

378, 086 

5,577 

957 

3,  995 


Cost  (per 

metric 

ton) 


$19. 13 
29.50 
25.00 
45.00 
20.00 
24.50 
16.55 
39.20 

25.80 

16.29 

(') 

27.23 

52.41 

35.50 

6.21 

7.00 

30. 00 

39.87 


Estimated 

fiscal  year 
1949  total 

requirement; 

United  States 
cost 


$27,  778,  640 

3, 068,  000 

1,  250,  OOO 

945,  000 

1,  400, 000 
7,  350,  000 
7,  662,  650 

68,  800 

7, 834,  900 

2,  587, 05O 


8,  289,  OOO 

1, 176,  70O 

137,  500 

2, 347. 082 

39. 039 

28,710 

159,255 


3.  82:?.  485 


122  .326 


1  Break-down  of  grains  and  flour  (in  metric  tons) : 
Wheat,  780,000  ex  United  States;  flour,  192,000  ex 
United  States;  coarse  grains,  480,000  ex  United 
States. 

2  Ex-Cuba. 
3SCAJAP. 

<  Ex  Europe. 


5  Break-down  in  pounds:  Cotton,  16,508,000  ex 
United  States;  abaca,  21,442,000  ex  Canal  Zone; 
coir,  7,040,000  ex  India. 

6  Includes  fin  metric  tons):  Nicotine  sulphate, 
1.30  ex  United  States;  derris  root,  146  ex  Formosa, 
DDT,  100  percent,  415  ex  United  States. 

'  Includes  supplies  for  Ryukyus. 
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The  Chairman.  Then  you  have  the  Ryiikyus.  I  do  not  know  that 
it  is  necessary  to  break  down  the  requirements  there. 

Mr.  VooRHEES.  That  is  relatively  small.  If  you  have  the  over-all 
break-down  and  then  just  an  illustrative  break-down  from  on(^  of  the 
countries,  I  think  that  would  cover  it. 

The  Chairman.  I  guess  that  would  do.  If  we  take  the  German 
break-down,  I  think  we  had  better  put  the  Japanese  in,  too. 

Mr.  Voorhees.  Those  are  the  two  large  ones. 

INCIDENTAL  OPERATING  EXPENSES 

The  Chairman.  Are  there  any  further  questions  on  transportation 
of  things?  If  not,  the  next  one  seems  to  be  project  430,  "Incidental 
operating  expenses." 

You  show  an  increase  of  about  300  percent. 

Colonel  BiNNS.  Yes,  sir. 

The  Chairman.  Why? 

Colonel  Binns.  There  are  many  reasons. 

Mr.  Stefan.  Why  should  we  have  to  rent  anything  at  all  in  an 
occcupied  area? 

Colonel  Binns.  Wlien  we  are  in  a  liberated  country,  we  do;  yes, 
sir. 

The  Chairman.  You  have  a  big  item  for  rents  in  Germany  and 
Japan.  In  Korea  you  have  some,  and  in  Austria  you  have  con- 
siderable. 

Colonel  Binns.  May  I  point  out  that  the  rents,  which  are  05  are 
only  in  Korea  and  Austria?  04  is  purely  communication  cost  within 
the  theater  and  between  the  theater  and  the  United  States,  and  these 
figures  are  based  on  either  3  or  6  months  actual  tallying  of  the  messages 
within  the  theater. 

The  Chairman.  Your  figure  on  Germany  is  practically  all  new? 

Colonel  Binns.  That  is  correct,  sir.  That  was  carried  last  year  in 
the  Military  Establislunent  budget.  Again,  in  an  eft'ort  to  get  the 
true  cost  of  occupation  in  the  occupation  budget  so  that  when  infor- 
mation is  needed  we  can  pick  it  out,  the  cost  of  communications  for 
Germany  has  been  picked  up  here  and  deducted  from  the  Military 
Establishment  budget. 

The  Chairman.  Your  figure  on  Japan  seems  to  be  down  consider- 
ably. 

Colonel  Binns.  Yes,  sir. 

communications 

Mr.  Stefan.  Let  us  find  out  what  that  German  thing  is —  $871,000. 

Colonel  Binns.  That  is  communications. 

Mr.  Stefan.  Is  that  all  of  it? 

Colonel  Binns.  That  is  all  of  it,  sir. 

Mr.  Stefan.  There  are  no  rents  in  there  at  all? 

Colonel  Binns.  None  at  all;  only  in  Austria  and  Korea. 

Mr.  WiGGLESwoRTH.  What  about  that  Japanese  item  break-down 
on  page  1290?  I  notice  you  have  $422,700  for  communications  from 
general  headquarters. 

Colonel  Binns.  Yes,  sir. 

Mr.  WiGGLEswoRTH.  Then  you  have  another  $46,000  down  for 
communications  for  the  Eighth  Army. 

75408— 48— pt.  2 16 
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Colonel  BiNNS.  Yes,  sir. 

Mr.  WiGGLESWORTH.  What  is  that — long  distance? 

Colonel  BiNNs.  The  communications  basically  in  Japan  is  cable 
service.  The  "general  headquarters"  referred  to  there  are  two 
headquarters — SCAP's  headquarters  of  General  MacArthur,  as 
Supreme  Commander  of  the  Allied  Powers,  and  the  headquarters 
under  the  commander  in  chief  of  the  Far  East,  the  Eighth  Army, 
a  subsidiary  headquarters  which  is  in  actual  charge  of  the  Japanese 
occupation  of  the  home  islands. 

Mr.  WiGGLESWORTH.  Docs  not  the  Eighth  Army  have  to  go  through 
general  headquarters? 

Colonel  BiNNS.  They  did,  but  we  merely  broke  it  down  to  show 
where  the  conmiunications  initiated  or  were  received  instead  of 
putting  down  the  bulk  sum  of  $878,700. 

Mr.  WiGGLESWORTH.  What  is  the  estimated  figure  for  1948? 

Colonel  BiNNs.  The  estimated  figure  for  1948  was  considerably 
more  than  that.     It  was  $1,450,000. 

Mr.  WiGGLESWORTH.  That  is  running  up  around  $5,000  a  day: 
is  it  not? 

Colonel  BiNNs.  Yes,  sir. 

Mr.  WiGGLESWORTH.  It  sounds  like  a  lot  of  communications. 

Colonel  BiNNS.  Well,  there  is  a  tremendous  number. 

The  Chairman.  Now,  there  is  something  I  do  not  just  figure.  So 
that  we  can  get  a  little  better  picture,  I  would  like  to  have  you  turn 
to  this  purple  sheet  and  tell  me  what  is  the  trouble  with  the  1948  total. 

Colonel  BiNNS.  That  is  under  project  430? 

The  Chairman.  Yes.  There  is  one  item  there  of  $2,148,000,  and 
the  total  of  the  five  items  is  put  down  as  $1,400,000;  so  the  total  must 
be  wrong. 

Colonel  BiNNS.  My  total  is  $4,464,000. 

The  Chairman.  I  would  like  to  have  that  checked  in  the  record, 
where  we  put  that  table  in. 

Mr.  VooRHEEs.  Yes,  sir. 

The  Chairman.  You  show  a  considerable  reduction  in  the  Japanese 
figure,  and  in  Korea  you  show  a  reduction. 

Colonel  Binns.  Yes,  sir.     That  is ''Communications,"  04. 

The  Chairman.  That  is  just  communications? 

Colonel  Binns.  Yes,  sir.  There  are  three  items  which  follow  in 
turn. 

Mr.  WiGGLESWORTH.  You  havc  two  items  here,  one  "Austria"  and 
one  "New  York  field  office,"  under  project  430. 

Colonel  Binns.  Yes,  sir. 

Mr.  WiGGLESWORTH.  Why  the  Austrian  item  and  why  double  the 
New  York  field  office  item? 

Colonel  Binns.  The  New  York  field  office  has  two  items— $47,800 
under  04  and  $900  under  07. 

The  Chairman.  But  that  is  as  compared  with  $29,000  last  year. 

Colonel  Binns.  Yes,  sir. 

The  Chairman.  Why  do  you  do  that? 

Colonel  Binns.  The  justification  of  the  break-down  is  on  page  1293. 
Last  year  there  was  no  air  mail  or  postage. 

The  Chairman.  Why? 

Colonel  Binns.  Because  at  that  time  penalty  mail  was  free. 
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The  Chairman'.  Then  you  have  radio  transmission  of  pross  nows, 
and  you  have  just  been  teUing  us  a  littk'  whih'  back  that  the  press 
services  paid  for  the  transmission  of  tlieir  own  messages.  You  told 
Mr.  Stefan  this  morning  that  the  press  services  paid  for  the  trans- 
mission of  their  own  messages. 

Colonel  JiiNNS.  They  do,  but  I  also  pointed  out 

Mr.  Stefan.  This  is  your  own  radio? 

Colonel  BiNNS.  Yes,  sir;  this  is  our  own  item  of  $30,000. 

Mr.  Stefan.  This  is  their  own  radio  press  news;  this  is  not  the 
service  press  news — the  International  News,  UP,  or  AP — which  they 
get  free,  but  this  is  their  own  summary  or  news  that  they  transmit 
by  radio. 

Colonel  BiNNS.  That  is  correct. 

Mr.  Stefan.  I  was  asking  for  the  over-all  cost  of  the  whole  opera- 
tion. 

Colonel  Binns.  That  is  already  under  way. 

The  Chairman.  There  is  nothing  much  there  for  telephone. 

You  have  not  told  us  why  the  incidental  operating  expenses  for 
Austria  were  quite  so  elaborate. 

Colonel  Binns.  Austria  and  Korea  are  the  two,  I  believe,  you  would 
be  interested  in,  particularlv  under  the  "Objects,  05"  found  on  page 
1295. 

The  Chairman.  How  does  that  compare;  that  is  about  the  same 
as  it  was  last  year? 

repairs  and  maintenance  of  real  estate 

Colonel  Binns.  Y^es,  sir.  I  would  like  to  point  out  to  the  commit- 
tee the  reason  for  those  charges  is  the  fact  that  the  policy  in  Austria 
is  to  pay  as  you  go.  I  would  further  like  to  point  out  the  last  item 
on  page  1295,  "Repau's  and  mamteiiance  of  real  estate,  $75,000,"  is 
set  out  there  for  a  specific  purpose.  It  actually  will  be  spent  to  buy 
certain  things  to  put  into  the  officers'  quarters,  and  so  forth,  that 
are  just  not  obtainable  in  Austria,  but  that  amount  of  money  will  be 
deducted  from  the  over-all  amount  paid  for  rent. 

Mr.  Stefan.  Wliat  things  are  you  going  to  put  in  that  you  cannot 
get  in  Austria? 

Colonel  Binns.  Any  number  of  things;  for  instance,  toilets,  as  an 
example. 

Mr.  Stefan.  Plumbing? 

Colonel  Binns.  Plumbmg  fixtures  are  practically  unobtainable.  I 
showed  it  in  the  budget  in  this  way  because  it  will  actually  be  spent 
that  way,  although  it  will  be  deducted  from  the  rent. 

Mr.  Stefan.  \Vliat  other  things  besides  plumbing? 

Colonel  Binns.  Glass  for  the  wmdows.  That  glass  comes  from 
Italy.     Glass  and  plumbing  supplies  are  the  principal  items. 

We  also  find  that  some  of  the  repair  and  maintenance  pertains  to 
railroad  equipment.  Again,  that  is  deducted  from  the  over-all 
contract  with  the  railroads;  so  that  we  are  not  paying  rent  for  these 
services  or  properties;  and,  in  addition,  they  are  putting  it  in  capital 
gains  or  putting  it  m  capital  investment. 

Mr.  Case.  You  have  put  together  lu3re  items  you  would  need  dollars 
for  with  items  which  could  be  paid  for  in  local  currency,  have  you  not? 

Colonel  Binns.  If  they  were  available. 
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HEADQUARTERS    AND    OFFICE    SPACE 

Mr.  Case.  What  about  "Headquarters  and  office  space"? 

Colonel  BiNNs.  We  must  pay  rent  for  those. 

Mr.  Case.  But  can  you  not  pay  that  in  local  currency? 

Colonel  BiNNS.  No,  sir. 

Mr.  Case.  Why  not? 

Colonel  BiNNS.  Because,  just  the  same  as  though  we  went  intO' 
France  or  any  other  free,  liberated  country,  we  would  pay  in  dollars. 
If  we  went  into  France,  we  would  pay  francs,  but  we  would  have  to 
get  dollars  to  pay  for  them. 

Mr.  Voorhees.  I  explained  that  this  morning  when  I  think  you 
were  not  here.  The  policy  was  changed  as  to  Austria  and  is  being 
changed  as  to  Korea.  They  are  treating  them  as  liberated  areas  in 
which  we  would  pay  in  dollars,  and  in  the  occupied  areas,  the  cap- 
tured areas,  we  do  not. 

Mr.  Case.  I  recognize  that,  but  when  we  had  the  interim,  aid  bill 
passed  there  was  a  provision  for  paying  for  the  commodities  ad- 
vanced in  local  currency,  subject  to  the  terms  of  an  agreement,  and 
that  agreement  had  three  categories  in  which  local  currency  could 
be  expended.  The  first  one  was  cost  of  administration  in  connection 
with  the  administration  program.  In  view  of  that  being  specifically 
provided  in  the  agreement,  I  do  not  see  why  we  could  not  pay  such 
costs  as  those  out  of  local  currency. 

Mr.  Voorhees.  I  have  no  fh-st-hand  knowledge  of  that,  but  this 
was  a  State  Department  policy.  The  policy  was  changed  from  what 
it  was  originally. 

Mr.  Case.  This  agreement  was  concluded  by  the  State  Depart- 
ment. I  recognize  you.  had  nothing  to  do  with  it,  because  it  was  a 
State  Department  policy,  but  those  agreements  have  three  provisions. 
The  first  was  to  pay  for  the  cost  of  administration  within  the  country 
and  the  other  two  were  items  from  which  we  got  no  direct  benefit. 
They  could  retire  their  local  currency  irrevocably  or  could  reduce 
the  national  debt.  If  we  cannot  pay  for  headquarters  and  office 
space  and  family  billet  costs  out  of  the  local  currency  fund,  I  do  not 
know  what  we  could  pay. 

Colonel  BiNNS.  May  I  explain  the  mechanics  of  how  this  particular 
operation  is  conducted?  The  dollars  mentioned  in  here  are  paid  to 
the  Austrian  Government;  they  are  not  paid  to  the  owner  of  the 
particular  real  estate. 

Mr.  Case.  That  is  all  the  more  reason  why  the  Austrian  Govern- 
ment ought  to  absorb  the  cost. 

Colonel  BiNNS.  Then  the  Austrian  Government  pays  the  individual 
the  schillings.  In  reference  to  the  officers'  quarters,  the  officers,  of 
course,  do  not  draw  commutation;  therefore,  the  commutation  of  all 
officers  reverts  to  the  Treasury. 

Mr.  Voorhees.  We  will  have  to  get  someone  here  from  the  State 
Department  to  explain  the  reason,  but  a  specific  agreement  was  made 
as  to  Austria  by  the  State  Department  that  the  Army  would  pay  in 
dollars. 

Mr.  Case.  It  was  a  specific  agreement  between  the  State  Depart- 
ment and  Austria  that  this  local  currency  fund  should  be  ro.ade  avail- 
able, in  the  first  instance,  for  the  payment  of  our  local  costs  there, 
and  in  these  items  in  this  budget  there  is  "Headquarters  and  office 
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space,  $54,700";  "Storage  and  auxiliaiy  space,  $41,500";  "Family 
billets,  $92,400";  "Repairs  and  maintenance  of  real  estate,  $75,000." 
I  cannot  see  why  all  of  those  I  have  enumerated  would  not  be  payable 
in  local  currency. 

Mr.  Stefan.  I  think  we  must  have  som.ebody  up  here  from  the 
State  Department  to  clarify  this. 

Mr.  VooRHEES.  I  have  sent  for  someone  from  the  State  Depart- 
ment for  that  purpose. 

Mr.  WiGGLESwoRTH.  Are  there  any  other  questions  on  project  430? 
If  not,  there  is  one  other,  project  No.  440. 

CONTINGENCY  FOR  ENTERTAINMENT  EXPENSE 

Colonel  Bixxs.  If  there  are  no  questions  by  the  committee,  I  would 
particularly  like  to  draw  the  attention  of  the  committee  to  page  1298, 
because  it  is  new.  That  is  the  sum  of  $70,000  set  up  as  a  contingency 
for  entertainment  expense  m  the  respective  areas. 

Mr.  WiGGLESwoRTH.  It  is  labeled  "Supplies  and  materials,"  but, 
in  fact,  it  is  for  contingencies? 

Colonel  BiNNs.  And  it  is  marked  "Entertainment  expenses."  Take 
Germany,  for  example,  where  we  are  asking  for  $20,000.  This  year 
the  German  cost  alone  of  official  enter taiimient  will  exceed  $32,000 — ■ 
not  individual  parties  that  someone  wants  to  give,  but  actual  official 
entertaiiunent.  In  the  past,  the  bulk  of  that  has  been  borne  by  con- 
tributions from  individual  officers  and  the  higher  paid  civilians. 

Mr.  WIGGLESWORTH.  Official  entertainment  by  whom? 

Colonel  BiNNS.  For  instance,  let  us  take  Germany.  Whenever 
General  Clay  is  in  the  chair,  he  is  responsible  for  the  entertainment 
through  the  period  that  the  United  States  holds  the  chair. 

Mr.  Case.  You  mean  the  chair  of  the  Quadripartite  Council? 

Colonel  BiNNS.  Yes,  sir.  In  Austria,  for  3  months  every  3'ear, 
General  Keyes  is  responsible,  and  there  is  a  constant  stream  of  func- 
tionaries and  governmental  officials  from  the  different  countries  who 
come  there  and  have  to  be  entertained. 

Mr.  WiGGLESwoRTH.  Should  there  be  as  much  for  Korea  as  for 
Austria,  and  should  either  of  them  be  three-quarters  of  the  amount 
for  Germany? 

Colonel  BiNNS.  The  figm-e  in  Austria  last  year  exceeded  $16,000, 
every  penny  of  which  was  paid  for  out  of  personal  pockets. 

Air.  WiGGLESWORTH.  But  I  do  not  understand  the  relationship 
between  the  $15,000  for  Korea  and  the  $20,000  for  Germany. 

Colonel  BiNNS.  I  woidd  not  argue  that  $15,000  is  the  exact  amount 
for  Korea,  but  take  General  Hodges'  position  very  recently,  where  he 
has  had  the  United  Nations  group  with  him  continually  for  a  period 
of  3  months — •- — 

Mr.  WiGGLESWORTH.  This  is  lor  entertainment  by  commanding 
officers  in  each  of  the  four  fields? 

Colonel  BiNNs.  Yes,  sir — pm-ely  official,  required  entertainment. 

Mr.  WiGGLESWORTH.  By  the  commander-in-chief  or  the  command- 
ing officer? 

Colonel  BiNNs.  Yes,  sir. 

Mr.  Stefan.  How  much? 

Colonel  BiNNs.  $20,000  for  Germany. 

Mr.  Stefan.  Limited  to  the  commanding  officer? 
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Colonel  BiNNS.  No,  sir.  What  he  does  is  to  apportion  that  down 
among:  his  subordinates.  For  instance,  General  Clay,  if  the  money  is 
available,  would  give  a  portion  to  the  military  commander  of  Bavaria, 
give  a  portion  to  Land  Hesse  and  also  to  Wurttemberg.  He  is  re- 
sponsible for  oflBcial  entertainment,  but  some  of  his  subordinates  have 
to  carry  it  out  in  different  places. 

Mr.  Stefan.  Is  that  total  of  $70,000  for  entertainment  allowance? 

Colonel  BiNNS.  Yes,  sir. 

Mr.  Stefan.  Could  not  the  State  Department  transfer  some  of 
their  $7,000,000  representation  allowance  to  Austria? 

Colonel  BiNNS.  I  am  not  familiar  with  their  allowance,  and,  of 
course,  I  do  not  know  whether  money  appropriated  to  that  Depart- 
ment could  be  made  available  to  another  department. 

Mr.  Stefan.  I  am  just  asking  you  would  it  not  be  possible  for  the 
State  Department  to  transfer  some  of  their  money  to  you  for  represen- 
tation allowance  in  Austria. 

Colonel  BiNNS.  If  they  have  an  excess ;  yes,  sir. 

Mr.  Stefan.  Of  course,  nobody  has  an  excess  in  the  representation 
allowance.     There  is  no  limit  to  that. 

Maintenance  of  Motor  Vehicles 

The  Chairman.  The  next  project,  number  440,  is  for  the  main- 
tenance of  motor  vehicles  of  the  military  government.  The  amount 
for  that  jumps  up  considerably. 

Colonel  BiNNs.  The  reason  for  putting  that  in  this  budget  is  that 
we  have  moved  the  items  out  of  the  military  budget. 

Mr.  WiGGLESwoRTH.  Have  you  actually  taken  them  out? 

Colonel  BiNNs.  Yes. 

The  Chairman.  You  are  going  to  see  that  they  are  actuallv  taken 
out? 

Mr.    VooRHEES.  Yes. 

The  Chairman.  You  will  see  that  they  are  taken  out  of  the  militarv 
bill? 

Colonel  BiNNs.  This  has  been  coordinated  by  the  budget  officer 
and  the  comptroller.  Previously  this  was  a  drain  on  the  Military 
Establishment  appropriation;  and  secondly,  we  could  not  get  a  break- 
down of  what  it  was  costing  the  military  government  and  what  it 
was  costing  the  Military  Establishment. 

The  Chairman.  Under  object  09,  under  the  first  item  under  motor 
vehicles,  you  have  Austria,  Germany,  Japan  and  the  Ryukyus,  and 
Korea.    Is  that  for  maintenance  also? 

Colonel  BiNNs.  Yes. 

The  Chairman.  Or  is  that  for  new  equipment? 

Colonel  BiNNS.  No ;  that  is  for  spare  parts. 

The  Chairman.  Spare  parts  and  maintenance? 

Colonel  BiNNs.  Yes. 

The  Chairman.  How  many  automobiles  do  you  have  in  these  two 
places?  You  have  1,125  for  the  military"  government  in  Austria;  is 
that  right? 

Colonel  BiNNS.  That  is  correct. 

The  Chairman.  Could  that  be  possible? 

Colonel  BiNNs.  That  is  the  figure  given  directly  from  the  theater. 

The  Chairman.  That  means  repairs,  gasoliae,  and  spare  parts? 
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Colonel  BiNNS.  Yes,  and  the  reason  the  number  is  inordinately  high 
in  Austria  is  because  that  goes  back  again  to  the  fact  that  these  are 
used  vehicles  and  you  have  bad  roads  also. 

Mr.  Wiggles  WORTH.  These  are  for  the  military  government? 

Colonel  BiNNS.  Yes. 

The  Chairman.  I  believe  I  run  a  car  about  as  much  as  anybody 
ought  to  and  I  do  not  pay  that  amount  for  maintenance. 

Colonel  BiNNs.  No,  but  may  I  suggest  that  these  vehicles  are  old ; 
vehicles  in  which  the  Army  advanced  across  Europe,  and  they  are 
just  barely  hanging  together.  Besides,  they  are  used  on  roads  that 
are  in  terrific  condition. 

Mr.  Mahon.  That  is  about  $500  a  car? 

The  Chairman.  Yes. 

Mr.  VooRHEES.  They  are  not  passenger  cars. 

Colonel  BiNNS.  No;  they  are  trucks,  jeeps,  %-ton  trucks. 

The  Chairman.  You  have  passenger  cars  down  here  too.  Does  it 
cost  a  lot  to  maintain  them? 

Colonel  BiNNS.  Yes. 

The  Chairman.  Is  that  because  they  are  driving  around  a  lot  of 
blunder  buses  or  doing  too  much  driving? 

Colonel  BiNNS.  No;  there  are  two  conditions:  One  is  the  condition 
of  the  vehicles,  due  to  their  age,  and  the  other  is  the  condition  of  the 
roads. 

The  Chairman.  $650  for  the  maintenance  of  a  passenger  car  seems 
elaborate. 

Mr.  Voorhees.  Another  factor  is  because  the  limited  railroad 
service  makes  it  necessary  to  use  automobiles. 

BREAK-DOWN    OF    REQUIREMENTS    FOR    AUSTRIA    AND    GERMANY 

The  Chairman.  I  would  like  to  have  inserted  in  the  record  pages 
1306  and  1307.  Wliat  happened  to  the  succeeding  pages,  1308  to 
1331? 

Mr.  Voorhees.  We  consolidated  a  lot  of  material  and  eliminated 
some  of  the  explanations. 

(The  statements  referred  to  follow:) 


Maintenance  of  motor  vehicles 

PART  IV.  AUSTRIA 


Item 

Quantity 

Unit  cost 

Estimated, 

fiscal  year 

1949 

A.  REQUIREMENTS 

Vehicle  maintenance . 

1, 125 

$467.  50 

$525,  938 

B.    JUSTIFICATION 


One  thousand,  one  hundred  and  twenty-five  vehicles  are  assigned  to  carry  out 
the  activities  of  mihtary  government  in  Austria.  These  vehicles  are  hold-overs 
from  combat  in  the  European  theater.  Through  age  and  use  these  vehicles 
suffer  a  high  rate  of  mechanical  failure  which  results  in  high  maintenance  costs. 
Many  essential  replacements  are  unavailable  from  Army  stocks  and  as  a  result 
must  be  either  manufactured  locally  or  modified  from  similar  parts. 

No  object  09  (equipment)  expenditure  is  requested  since  the  source  of  supply 
for  Austria  is  the  European  Command  in  Germany. 
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Maintenance  of  motor  vehicles — military  government 

PART  I,  GERMANY— PART  II.  JAPAN  AND  RYUKYUS— PART  III.  KOREA 


Item 

Quantity 

Unit  cost 

Estimated, 

fiscal  year 

1949 

A.   REQUIREMENTS 

Germany,  vehicle  maintenance 

2,539 
747 
453 

.$467.  50 
467.50 
467.50 

$1, 186,  983 
349.  223 

Japan  and  Ryukvus,  vehicle  maintenance 

Korea,  vehicle  maintenance _  

211,  778 

Total 

1,  747, 984 

B.    JUSTIFICATION 

This  estimate  provides  only  for  the  maintenance  of  United  States  miUtary 
vehicles  used  for  military  government  activities.  The  unit  costs  are  derived  from 
actual  experience  gained  in  overseas  maintenance  of  various  types  of  motor 
vehicles.     This  experience  indicates  an  annual  maintenance  cost  as  follows: 

Truck,  Yi-ion $320 

Truck,  %-ton 370 

Truck,  2K-ton 530 

Bus,  2^-ton 530 

Sedans,  5-passenger 650 

Maintenance  costs  are  reaching  the  top  limit,  since  vehicles  in  use  are  all  war- 
time stocks  which  have  become  surplus  to  military  requirements.  Most  of  these 
vehicles  have  been  in  continuous  service  for  4  years  or  more  and  therefore  require 
higher  cost  maintenance  than  would  otherwise  be  necessary. 


UNIT  COST  OF  MAINTENANCE 

Mr.  Mahon.  I  would  like  to  have  a  better  understanding;  of  the 
unit  costs  of  these  vehicles.  Does  that  cost  include  the  repair  shops 
and  all  of  the  different  items,  perhaps  rent  and  whatnot? 

Colonel  Binns.  No;  it  includes  basically,  the  costs  of  maintenance, 
or  basically  for  the  replacements  and  spare  parts  that  are  drawn  from 
the  Military  Establishment,  and  this  is  to  pay  the  Military  Establish- 
ment for  the  parts  withdrawn  from  their  budget,  so  they  can  buy  new 
parts;  it  also  includes  certain  supervisory  personnel. 

Mr.  Mahon.  Does  it  also  include  labor? 

Colonel  Binns.  Yes. 

Mr.  Mahon.  And  the  installation  costs? 

Colonel  Binns.  Yes;  these  figures  are  actually  twice  the  figures  for 
the  maintenance  of  automobiles  in  the  United  States,  as  computed 
by  the  Ordnance  Department. 

Mr.  Mahon.  Is  that  an  arbitrary  figure? 

Colonel  Binns.  That  is  a  figure  used  by  the  Army  Ground  Forces 
for  all  overseas  area,  twice  the  United  States  cost.  Those  figures  are 
arrived  at  by  the  Chief  of  Ordnance. 

Air.  jMahon.  Does  your  experience  show  that  this  will  actually  be 
the  approximate  cost  during  the  coming  fiscal  year  for  maintenance? 

Colonel  Binns.  That  is  correct;  these  figures  come  from  the  Chief 
of  Ordnance  who  is  responsible  for  the  maintenance  of  the  experience 
figures  and  we  get  the  figures  direct  from  him. 

Mr.  VooRHEES.  If  you  wish  further  information  we  will  get  some- 
one from  Ordnance  here  to  give  you  the  details. 

Mr.  Mahon.  This  may  be  a  reasonable  sum,  but  it  looks  like  a 
rather  large  item. 


247 

Colonel  BiNNS.  The  figures  here  were  not  selected  by  us.  We 
went  to  the  technicians  of  the  Ordnance  Department;  they  gave  us 
the  figures  for  the  United  States  and  then  told  us  to  double  those 
figures,  because  the  figures  for  the  areas  overseas  would  be  double 
that  in  the  United  States. 

jMr.  VooRHEES.  They  said  double  the  figures;  that  is  the  explana- 
tion. 

Purchase  of  Grain,  Food  and  Kindred  Products,  for  Japan  and 

Ryukyus 

The  Chairman.  We  will  take  up  at  this  time  the  item  for  agri- 
culture, for  Japan  and  Korea,  where  vou  show  an  increase  of  $42,000,- 
OCO. 

In  the  first  item  vou  showed  $218,751,000  as  against  $231,000,000. 
Why  is  that? 

Mr.  Garvin.  The  Ryukyus  is  mcluded  in  the  Japan  figures,  the 
purple  chart. 

The  Chairman.  That  shows  $1,520,000  of  grain  and  flour  equiva- 
lent. How  does  that  compare  with  the  current  year?  Do  you  have 
those  figures?  I  thought  you  could  give  us  the  tonnage.  You  gave 
for  this  year. 

Mr.  Garvin.  Is  that  on  Japan? 

The  Chairman.  Yes;  that  is  what  is  before  me;  page  1177  of  the 
justifications. 

Mr.  Garvin.  That  is  approximately  the  same  in  grain  as  they  are 
getting  this  year. 

The  Chairman.  The  money  is  more. 

Mr.  Garvin.  I  think  if  I  could  point  out,  on  the  money  indicated 
here  for  Japan  and  the  Ryukyus  of  $189,000,000  for  the  fiscal  year 
1948 — that  is  insofar  as  the  fiscal  year  1948  fimds  are  concerned — but 
you  will  recall  that  in  the  fiscal  year  1948  budget  justifications  we 
pointed  out  that  there  was  $53,000,000  of  1947  funds  carried  over  and 
made  available  to  this  year's  program. 

The  Chairman.  You  will  have  a  lot  of  money  to  carry  over  into 
next  year's  funds;  will  you  not? 

Mr.  Garvin.  No;  not  that  amount.  And  those  figures  include  grain 
shipments 

The  Chairman.  Are  your  pipe  lines  going  to  be  full  enough  to  carry 
you  to  the  middle  of  September? 

Mr.  Garvin.  The  $53,000,000  excludes  grain  shipped  to  July  of 
1947,  which  were  regarded  as  properly  in  the  pipe  lines  of  the  fiscal 
year  1947. 

The  Chairman.  I  do  not  know;  but  I  thought  we  were  given  these 
figures. 

Mr.  Voorhees.  I  do  not  have  the  1949,  but  with  reference  to  the 
appropriation  in  the  second  deficiency  appropriation  request  which 
we  made  here,  the  total  import  requirements  for  the  fiscal  year  1948 
were  based  upon  2,025,000  tons;  and  the  figure  is  $242,000,000  giving 
the  nearest  million  dollar  figure. 

We  have  procured  this  for  Japan  and  the  Ruykyus,  together.  We 
have  procured  $53,000,000  of  that  with  1947  funds  and  $189,000,000 
with  1948  funds.  That  is  the  $189,000,000  in  the  table  which  you 
have  before  you. 
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STATUS  OF  OBLIGATIONS  AND  EXPENDITURES  FOR  ALL 

OCCUPIED  AREAS 

The  Chairman.  How  much  of  that  has  been  spent? 

Mr.  VooRHEEs.  I  gave  you  the  total  obhgations.  I  think  I  can 
give  you  that  break-down.     We  have  spent  $150,000,000. 

The  Chairman.  You  have  spent  $150,000,000? 

Mr.  VooRHEES.  Out  of  the  $189,000,000. 

The  Chairman.  You  mean  you  do  not  know  how  much  the  obliga- 
tions have  been? 

Mr.  Voorhees.  These  figures  are  given  to  April  30.  I  have  the 
over-all  obligations.     They  are  $824,000,000  out  of  $940,000,000. 

The  Chairman.  $824,000,000  out  of  $940,000,000? 

Mr.  Voorhees.  Yes.  And  the  April  figures  of  that  are  an  esti- 
mate, because  we  did  not  have  firm  figures.  If  you  take  the  amounts 
that  we  have  allocated,  that  is,  where  we  had  a  project  and  told 
somebody  to  go  and  make  a  contract,  the  amount  would  be 
$939,500,000  out  of  a  total  of  $940,000,000. 

The  Chairman.  How  much  of  that  has  actually  been  drawn  down 
say  to  the  first  of  May;  would  you  be  able  to  give  that  to  us? 

Mr.  Voorhees.  I  cannot  give  it  offhand.  I  can  furnish  you  a  state- 
ment, but  it  would  be  just  a  guess. 

The  Chairman.  You  do  not  laiow? 

Mr.  Voorhees.  I  cannot  tell  you  now.  We  can  furnish  you  some 
kind  of  a  statement  at  least  by  Alonday  morning. 

The  Chairman.  Will  you  do  the  same  thing  on  Germany  and 
Korea? 

Mr.  Voorhees.  Yes;  we  will  get  those  figures  for  you.  Do  you 
want  them  just  for  food? 

The  Chairman.  Just  for  food.  Well,  I  would  like  to  have  it  for  all 
of  the  items. 

Mr.  Voorhees.  Do  you  want  us  to  take  the  bigger  groups? 

The  Chairman.  Just  take  the  major  groups.  For  instance,  grain, 
fertilizer,  sugar,  soybeans,  and  copra.  The  little  items  you  can  lump 
together. 

(The  mformation  requested  follows:) 

Expenditures,  Garioa,  fiscal  year  1948,  for  period  July  1,  19^7,  to  Apr.  30,  1948  ' 


Total 

Germany 

Japan  and 
Ryukyus 

Korea 

All  other 
areas 

Project  110.  Purchase  of  grain  food 
and  kindred  products 

Project  120.  Purchase  of  fertihzer 
and  agricultural  supplies 

All  other  projects 

$453,  200,  000 

30,  200,  000 
1.33,  577,  252 

$292,  400,  000 

16, 000, 000 
57, 378,  452  • 

$142, 400, 000 

10, 100,  000 
53, 174,  700 

$18,  400,  000 

4, 100, 000 
18,  775, 100 

0 

0 
$4,  249, 000 

Totnl  expenditures . . . 

616, 977,  252 

365,  778,  452 

205,  674,  700 

41,  275, 100 

4  249  000 

'  Actual  expenditures  through  May  1  cannot  be  given:  these  are  available  only  through  Mar.  31.  How- 
ever, these  figures  are  projections  from  Mar.  31  through  Apr.  .30,  based  on  experience.  Actual  figures 
through  Apr.  30  are  available  for  allocations  and  obligations.    Tliese  follow: 

Total  appropriated  (Since  Apr.  30  an  additional  $143,000,000  has  been  appropriated. 

This  appropriation  bill  was  signed  by  the  President  on  May  10,  1948) $940,000,000 

Allocations  to  Apr.  30,  1948 939,573,582 

Obligations  to  Apr.  30,  1948 824, 157,  703 
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The  Chairman.  Are  these  items  larger  than  they  were  for  last  year? 

Mr.  VooRHEES.  No,  the  total  of  the  program — you  are  referring 
to  Japan? 

The  Chairman.  Yes. 

Mr.  VooRHEES.  The  total  program  is  down  in  dollars  about 
$10,000,000,  as  I  recall,  from  the  figures  I  gave  for  last  year. 

FOOD    PRODUCTION    IN    JAPAN 

The  Chairman.  What  is  the  prospect  of  Japan  feeding  herself  and 
earning  money  by  exports  to  other  countries  that  might  feed  her? 

Mr.  VooRHEEs.  Excuse  me;  there  is  no  prospect  of  her  feeding 
herself,  in  my  judgment. 

The  Chairman.  Is  she  raising  more  this  current  year  than  she  did 
last  year? 

Mr.  VooRHEES.  Yes;  but  the  ration  is  being  raised  to  1,425  caloi-ies 
from  1,300. 

The  Chairman.  Yes.  But  I  was  wondering  what  her  crops  were 
going  to  be  this  year  as  compared  with  last  year? 

^Ir.  Garvin.  The  crops  on  the  average  will  be  about  10  percent 
above  last  year. 

Mr.  Voorhees.  Yes.  We  figured  on  about  10  percent  above  last 
year  as  being  available  for  the  ration;  I  mean  the  next  year  will  be 
about  that  much,  above  the  cmTcnt  year. 

Mr.  Garvin.  Yes. 

Mr.  Mahon.  We  have  saddled  upon  us  the  necessity  of  feeding 
those  people  until  their  industry  gets  sufficiently  active  to  balance 
their  trade;  is  that  it? 

Mr.  Garvin.  That  is  correct. 

Mr.  Voorhees.  There  is  no  question  about  it. 

The  Chairman.  As  long  as  we  stay  there. 

Mr.  Voorhees.  Yes. 

The  Chairman.  Do  you  have  any  idea  what  her  crops  were  in  tons 
]ast  year? 

Mr.  Garvin.  Last  year  the  total  in  tons? 

The  Chairman.  The  grain  crops,  for  instance? 

Mr.  Garvin.  The  principal  crop  is  rice. 

The  Chairman.  I  guess  it  is. 

Mr.  Garvin.  Last  year  it  was  8,852,000  tons. 

The  Chairman.  That  is  only  about  two-thirds  of  the  prewar  crop. 
The  prewar  crop  was  13.5  million  tons,  according  to  the  figures  I  have 
before  me. 

Mr.  Garvin.  Is  that  for  rice  alone? 

The  Chairman.  Yes.  Wheat,  barlej^  oats,  and  corn  have  run 
about  3,000.000  tons  besides  that.     What  did  they  get  with  that? 

Mr.  Voorhees.  I  think  the  prewar  statistics  must  include  very 
substantial  producing  areas  that  have  been  lost  to  Japan. 

The  Chairman.  Not  much  producing  areas. 

Mr.  Mahon.  Did  they  include  the  production  in  Korea? 

The  Chairman.  No.     Korea  is  shown  separately. 

Mr.  Voorhees.  I  think  Korea  is  shown  separately  but  they  perhaps 
include  Formosa;  and  it  covers  some  other  areas  that  have  since  been 
lost  to  the  Empire  of  Japan.  You  asked  for  figures  a  moment  concern- 
ing the  production  for  the  ration  for  a  year  ago  and  now. 
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The  production  for  the  ratio,  stated  in  brown  rice  equivalent, 
which  is  the  lowest  common  denominator,  was  about  5,660,000  tons 
this  fiscal  year,  and  next  year  it  is  6,390,000  tons.  There  has  been  a 
very  substantial  increase,  and  last  year  showed  a  very  subtantial 
increase  over  the  preceding  year. 

The  Chairman.  I  do  not  believe  that  the  production  in  Formosa 
was  included  in  these  Japanese  statistics.  That  island  does  not 
appear  on  this  map,  as  a  part  of  it. 

Mr.  VooRHEES.  I  would  not  know.  May  I  complete  the  informa- 
tion I  started  to  give  you,  for  the  current  year,  that  is  for  1948,  in 
which  we  have  been  trying  to  feed  1,300  calories,  which  required 
imports,  stated  in  brown  rice  equivalent,  of  2,025,000  tons. 

For  the  fiscal  year  1948  the  amount  was  2,025,000;  and  for  the 
fiscal  year  1949  we  expect  to  feed  a  ration  to  the  normal  consumer,  to 
average  throughout  the  year  1,425  calories,  which  is  comparable  for 
orientals  to  1,800  calories  for  the  people  in  Germanv. 

And  we  are  only  asking  funds  to  import  1,886,000  tons;  so  we 
have  made  a  very  substantial  cut,  although  we  are  feeding  a  higher 
ration,  because  it  will  be  supplemented  by  larger  indigenous  pro- 
duction. 

The  Chairman.  The  table  I  have  before  me  indicates  imports  of 
2.5  million  tons  of  food,  of  which  1.5  represents  grains. 

Mr.  VooRHEEs.  Which  table  are  you  referring  to,  Mr.  Chairman? 
That  on  page  1172? 

The  Chairman.  The  table  on  page  1177  is  what  I  was  looking  at; 
and  that  seems  to  be  the  table  containing  the  figures  I  was  inquiring 
about. 

Mr.  Voorhees.  The  over-all  requirements  are  stated  on  page  1172, 
and  the  detailed  break-down  is  given  on  page  1176.  Now  the  figures 
of  import  requirements,  shown  on  page  1176,  correspond  with  the 
figures  that  1  just  quoted  from  page  1172,  and  are  given  in  the  next 
to  the  last  column.  That  is,  the  total  import  x'eqiiirements  of 
1,886,000  metric  tons. 

The  Chairman.  Maybe  this  figure  includes  some  other  tilings. 

Mr.  Garvin.  There  is  in  there  463,000  tons  of  salt;  in  the  table 
on  page  1176. 

The  Chairman.  Do  they  have  to  import  salt? 

Mr.  Garvin.  Yes. 

The  Chairman.  They  do  not  produce  aiw  salt  themselves?  That 
does  not  sound  reasonable. 

Mr.  Voorhees.  They  do  not  have  salt. 

The  Chairman.  They  do  not? 

Mr.  Voorhees.  The  figures  which  I  have  given  throughout  have 
been  in  brown-rice  equivalent;  that  is  to  get  them  down  to  a  common 
denominator. 

The  Chairman.  Salt  does  not  come  into  that? 

Mr.  Voorhees.  No.  Salt  is  regarded  primarilj^  as  a  preservative 
for  other  foods.  We  have  debated  as  to  whether  salt  should  be  in- 
cluded as  a  food  or  whether  it  should  be  included  under  some  other 
classification.  As  you  know  it  has  no  caloric  value  in  itself,  but  it  is 
an  essential  thing  not  only  for  health,  but  also  for  use  as  a  preserva- 
tive for  other  foods.  But  the  figures  on  page  1177,  which  you  have 
in  that  table,  are  the  figures  giving  the  product  weight  for  the  purpose 
of  showing  the  units  costs,  and  the  actual  tonnage  for  each  of  them. 
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Those  figures  in  turn  are  used  in  computing  the  transportation  costs. 
But  the  common  denominator  has  been  worked  out  by  Dr.  Garvin 
on  the  brown-rice  equivalent  basis. 

Air.  Garvin.  With  reference  to  the  question  of  rice  production  in 
the  Japanese  area,  prewar,  I  just  received  from  the  theater  the 
figures  giving  rice  production  for  tlie  years  1931  to  1935.  They  are 
quite  variable.     For  1931  it  was  8,282,000  tons. 

The  Chairman.  How  do  they  arrive  at  such  a  difference  in  the 
statistics? 

Mr.  VooRHEES.  They  are  talking  about  the  four  islands. 

Mr.  Garvin.  Japan  proper. 

Mr.  VooRHEES.  Those  are  comparable  figures.  The  figures  which 
Dr.  Garvin  has  are  official,  and  I  am  sure  they  are  given  on  a  correct 
basis. 

The  Chairman.  There  are  just  four  islands  in  Japan  proper,  as  I 
understand  it.  They  may  have  included  the  production  in  Formosa, 
but  I  cannot  find  anything  here  to  intlicate  that  Formosa  has  been 
included  in  these  statistics.     I  know  Korea  is  not  included. 

Mr.  VooRHEES.  The  south  half  of  the  island  Sakhalin,  I  do  not 
know  about  its  production. 

The  Chairman.  They  would  not  raise  much  rice  there. 

Mr.  VooRHEES.  I  do  not  know  as  to  the  other  areas  that  were 
formerly  a  part  of  the  Empire,  which  are  not  now  in  the  Japanese 
producing  area. 

The  Chairman.  The  rice  production  in  Korea  was  only  some 
4,000,000  tons. 

Mr.  VooRHEES.  I  think  these  figures  from  the  theater  will  give 
very  accurate  statistics;  they  are  comparable  figures  for  the  four 
islands. 

The  Chairman.  It  does  not  seem  possible  that  you  would  include 
Formosa,  if  it  were  included,  with  the  5,000,000  tons,  because  that  is 
a  veiy  small  territory,  comparatively  speaking. 

Mr.  VooRHEES.  I  do  not  think  they  w^ould  amount  to  that  much. 
But  I  do  not  know  what  is  included  in  the  figures  you  are  referring  to. 

Mr.' Garvin.  Would  you  like  to  have  these  figm-es  for  the  5-year 
period,  1931  to  1935? 

The  Chairman.  You  might  give  them  for  the  record. 

Mr.  Garvin.  For  1931,  8,282,000  tons;  for  1932,  9,059,000  tons; 
1933,  10,624,000  tons;  1934,  7,776,000  tons;  1935,  8,619,000  tons. 
That  is  an  average  for  the  period  of  8,872,000  tons. 

The  Chairman.  That  is  for  the  period  1931  to  1935.  The  figm-es 
which  I  have  given  here  are  for  1938;  and  they  may  have  included 
something  else;  although  I  doubt  if  much  else  has  been  included. 

COPRA 

Mr.  Case,  Before  the  war  we  were  buying  copra  from  the  Philippine 
Islands. 

Mr.  Garvin.  Yes.  I  think  they  hope  to  get  some  of  it  out  of  the 
Netherlands  East  Indies  now. 

Mr.  Case.  Do  we  pay  dollars  for  that? 

Air.  Garvin.  Yes. 

Mr.  Case.  In  the  administration  of  the  aid  program  in  the  Philip- 
pines do  you  just  tm*n  over  so  much  money  for  the  rehabilitation 
program,  or  is  the  State  Department  handling  that  program? 
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Mr.  VooEHEES.  I  do  not  know,  but  we  have  to  pay  dollars,  and 
have  to  pay  through  the  nose  for  everything  we  get  from  them.  The 
price  of  copra  has  more  than  doubled;  in  fact,  we  have  laid  off  the 
market,  stayed  out  of  the  market,  because  the  price  was  so  high;  and 
yet  it  should  have  been  the  most  desirable  fat,  with  byproducts  which 
are  extremel}^  useful. 

SUGAR 

Mr.  Case.  Do  you  bm^  their  sugar? 

Mr.  VooRHEES.  Most  of  our  sugar  comes  from  Cuba. 

Mr.  Case.  That  is  under  the  2-year  Department  of  Agriculture 
program  of  the  Government? 

Mr.  VooRHEES.  Up  until  last  December  31  the  program  called  for 
the  purchase  of  the  entire  Cuban  sugar  crop.  That  program  termin- 
ated at  that  time,  but  for  this  year  the  Department  of  Agriculture  has 
bought  up,  for  us,  as  a  stock-piling  operation,  through  the  Commodity 
Credit  Corporation,  a  million  tons  of  sugar. 

salt 

Mr.  Case.  Where  did  Japan  ordinarly  get  her  salt? 

Mr.  Garvin.  Before  the  war  the  salt  came  largely  from  China, 
and  some  from  the  Red  Sea  area. 

Mr.  Case.  Where  would  this  salt  come  from? 

Mr.  Garvin.  This  salt,  I  believe,  would  come  from  the  Red  Sea  area. 

Mr.  Case.  From  the  Red  Sea  area. 

Mr.  Garvin.  Yes. 

Mr.  Case.  Do  you  know  if  Japan  has  had  any  process  for  the 
recovery  of  salt  from  the  sea? 

Mr.  Garvin.  Their  own  production  of  salt  is  relatively  small.  I 
am  not  familiar  for  the  reason  for  it;  but  to  a  large  extent  it  has  been 
imported. 

Mr.  Case.  I  do  not  presume  to  be  expert  on  the  recovery  of  salt 
from  sea  water,  bat  I  suppose  that  some  of  the  salt  from  the  Red 
Sea  area  would  come  from  that  source.  With  the  manpower  available 
in  Japan  that  would  seem  to  be  a  possible  source  of  raw  material  is 
available  from  which  to  recover  some  of  their  needs. 

Mr.  Voorhees.  We  will  be  glad  to  check  into  that  and  make  a 
report  to  you. 

In  this  hearing  which  was  started  last  January,  we  brought  the 
representatives  from  Japan  and  from  Korea,  and  General  Clay  from 
Germany,  for  the  hearings  conducted  in  January.  We  did  not  bring 
them  back  this  time  for  the  continued  hearings  because  it  was  my 
understanding  that  it  was  not  the  wish  of  the  committee,  except  in 
the  case  of  Colonel  Wilkinson,  Colonel  Dubbelde,  and  Mr.  Andrews, 
whom  we  thought  can  give  the  information  you  may  desire. 

Mr.  Case.  Is  there  any  copra  produced  in  Okinawa? 

Mr.  Voorhees.  Our  source  is  entirely  from  the  Philippine  Islands 
and  the  Dutch  East  Indies.  I  do  not  know  of  any  production  on 
Okinawa.  Mr.  Weber,  who  was  in  the  Navy,  spent  quite  a  long  time 
there,  and  he  says  he  knows  of  none. 

Mr.  Weber.  I  do  not  believe  I  saw  a  coconut  on  the  island  while 
I  was  there. 
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Mr.  Case.  I  was  there  for  about  2  days.  I  do  not  remember  seeing 
any,  but  still  I  thought  there  might  be. 

Mr.  Weber.  I  do  not  believe  I  saw  a  coconut  over  the  entire  length 
of  the  island. 

BASIS    OF    ESTIMATED    SUPPLIES 

Mr.  Mahon.  Who  actually  told  you  that  we  should  provide  these 
special  amounts  of  salt,  sugar,  copra,  and  so  forth?  Did  these  repre- 
sentations come  from  General  MacArtliur,  or  how  did  they  come  to 
you? 

Mr.  Garvin.  As  to  the  requirements? 

Mr.  Mahon.  Yes. 

Mr.  VooRHEES.  Dr.  Garvin  can  give  you  the  details  of  that. 

Air.  Garvin.  As  to  the  requirements  that  are  submitted  by  General 
MacArthur's  headquarters,  broken  down  by  commodities:  Usually 
they  have  asked  for  more  gi-ain,  as  the  cheapest  source  of  calories, 
than  we  can  provide,  or  can  have  any  assurance  of  providing,  and 
consequently  we  have  had  to  make  some  changes  in  regard  to  com- 
modity items. 

One  of  the  principal  ones  which  has  occurred  this  year,  is  in  the  case 
of  sugar,  which  we  plan  to  send  as  a  substitute  for  bread  grains,  in 
order  to  reach  the  requirement  necessary  to  meet  the  small  increase 
in  ration,  which  until  recently  was  only  60,000  tons. 

But  we  could  not  meet  the  total  bread-grain  requirements,  and  we  are 
trying  to  meet  the  increased  ration  by  increasing  the  amount  of  sugar 
at  the  expense  of  bread  gi'ains. 

availability    of    UNITED    STATES    GRAIN    FOR    PROGRAM 

Mr.  Mahon.  We  have  at  the  present  time  quite  an  abundance  of 
grains  available,  as  you  may  know;  and  more  than  was  anticipated 
some  time  ago  would  be  the  case.  In  fact,  I  am  getting  letters  from 
milling  companies  and  others  insisting  that  they  be  permitted  to  export 
flour  and  grain  to  their  regular  customers  in  South  American  last  year, 
because  they  are  building  up  a  backlog  that  is  eventually  going  to  be 
reflected  in  the  markets  here,  and  they  want  to  s'lip  those  commodities 
out. 

Mr.  VooRHEES.  Aly  only  comment  would  be  that  I  wish  you  could 
convince  the  Department  of  Agriculture  of  that  fact,  because  we  are 
very  anxious  to  get  that  flour  and  wheat.  We  are  shipping  out  the 
maximum  amount  of  grains  allowed  under  their  allocation,  and  as 
the  result  of  the  very  urgent  plea  we  made  some  2  weeks  ago,  we  got 
an  additional  200,000  tons  which  can  be  preshipped  before  the  1st 
of  July.  Up  to  that  time  the  limitation  on  all  kinds  of  grains  and 
flour  had  been  fixed  for  this  year  at  3.6  millions  for  Germany,  and 
1.5  million  for  Japan,  the  Ryukyus,  and  Korea  all  together.  It  was 
very  insufficient,  and  because  of  that  insufficiency,  we  have  tried  to 
use  aU  of  the  surplus  foods  and  other  foods  that  we  have  been  able 
to  get. 

Also  we  have  used  corn  from  the  Argentine;  and  we  are  now  buying 
some  rice  from  Egypt,  and  we  made  a  trade  with  the  Belgians,  to  get 
some  of  their  corn  from  the  Argentine.  But  because  of  this  mandatory 
carry-over  requirement  for  the  United  States  of  150,000,000  by  July 
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1,  we  were  told  that  the  above  United  States  figures  were  all  we  could 
export. 

Mr.  Mahon.  I  understand  that  there  is  no  possibility  of  exporting 
grain  down  to  the  point  where  we  would  have  only  150,000,000 
bushels  of  grain.  And  the  information  I  get  is  that  we  will  have 
more  than  that.  I  think  that  information  was  also  given  to  this  com- 
mittee by  Dr.  Dodd. 

Mr.  Stefan.  That  we  would  have  150,000,000  bushels  of  corn; 
that  we  could  not  possibly  get  it  down  to  100,000,000  bushels. 

Mr.  Mahon.  And  the  same  thing  was  true  of  wheat. 

The  Chairman.  Mr.  Dodd  told  us  that  he  could  not  move  the 
wheat  fast  enough  to  get  it  down  to  150,000,000  bushels,  if  he  had  the 
authority  right  now. 

Mr.  Stefan.  And  with  the  new  crop  coming  on. 

The  Chairman.  Because  the  facilities  were  not  available  for  him 
to  move  it  that  fast. 

Mr.  Mahon.  That  is  what  I  understood  him  to  say. 

The  Chairman.  So  really  that  would  seem  to  have  no  bearing  on 
the  picture  whatever,  so  far  as  wheat  is  concerned. 

Air.  Stefan.  As  I  recall  it.  Dr.  Dodd  told  us,  that  we  were  going  to 
have  more  than  150,000,000  bushels  of  wheat  carry-over,  and  with 
the  prospects  in  the  Southwest  area,  since  the  rains,  it  might  be 
200,000,000. 

The  Chairman.  I  understand  that  the  rains  would  not  make  any 
dift'erence  in  this  carry-over. 

Mr.  Mahon.  No. 

The  Chairman.  But  that  the  facilities  were  not  such  that  he  could 
move  the  wheat  and  get  it  down  to  that  amount. 

Mr.  Mahon.  Is  that  your  understanding,  that  we  have  such  a 
surplus  as  that? 

Mr.  Voorhees.  Generally  speaking,  yes.  But  I  think  the  carry- 
over is  affected  by  the  grains  in  the  Southwest,  because  some  of  that 
crop  will  come  in  before  the  1st  of  July. 

The  Chairman.  That  might  be. 

Mr.  Voorhees.  There  is  quite  a  bit  of  the  wheat  produced  in  the 
Southwest  which  is  actually  available  before  the  1st  of  July. 

Mr.  Mahon.  That  is  right. 

The  Chairman.  I  thought  perhaps  he  was  talking  about  the  carry- 
over from  the  last  year's  crop. 

Mr.  Mahon.  That  was  my  impression  of  what  he  said. 

Mr.  Voorhees.  I  do  not  laiow,  but  they  can  get  out  a  substantial 
amount  of  the  new  grain,  and  if  they  will  make  it  available  we  will 
move  it. 

Mr.  Mahon.  I  am  sure  that  there  will  be  more  than  150,000,000 
bushels  of  wheat  available,  unless  we  have  been  misled,  and  that  you 
ought  to  have  an  opportunity  to  move  it. 

Mr.  Voorhees.  We  have  turned  loose  all  the  persuasive  powers  we 
had  on  the  Department.  That  is  where  Colonel  Andrews  spent  his 
time  yesterday  and  a  part  of  today,  trying  to  get  them  to  see  it  that 
way,  because  we  are  going  to  have  a  very  tight  situation  in  trying  to 
maintain  the  bread  ration  in  Germany. 

Mr.  Stefan.  Do  you  have  the  bottoms? 

Mr.  Voorhees.  Yes;  we  will  have  the  ships  available  any  day  the 
grain  is  made  available.     And  I  am  not  criticising  the  Department  of 
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Agriculture ;  they  have  been  cooperating  in  a  very  fine  manner  in  this 
whole  program. 

Mr.  Stefan.  I  am  positive,  Mr.  Voorhees,  that  Dr.  Dodcl  indicated 
that  we  are  going  to  have  so  much  wheat  that  he  is  not  worryhig  about 
the  carry-over  of  150,000,000  limit;  and  that  if  the  new  crop  turns 
out  the  way  it  looks,  that  it  will  be  a  bumper  crop,  and  the  carry-over 
may  run  to  about  200,000,000  bushels. 

Mr.  Mahon.  I  am  not  sure  but  what  he  referred  to  the  carry-over 
into  the  next  year. 

The  Chairman.  At  any  rate,  he  was  not  worried  about  having  the 
150,000,000  bushels. 

Mr.  Stefan.  You  think  there  will  be  more  than  150,000,000. 

Mr.  Mahon.  Yes;  far  in  excess  of  150,000,000. 

Mr.  Stefan.  I  know  he  did  refer  to  the  need  of  getting  it  down 
'because  of  the  possible  effect  on  the  price  of  w^heat. 

Mr.  Case.  I  think  Mr.  Dodd  indicated  he  would  not  be  worried  if 
the  limitation  were  reduced  to  100,000,000. 

The  Chairman.  That  is  right. 

Mr.  Case.  But  he  indicated  that  because  of  the  transportation 
situation  he  did  not  think  it  could  get  down  to  150,000,000.  I  think 
Dr.  Dodd  had  reference  to  water-borne  traffic,  at  the  seaboard. 

The  Chairman.  That  is  what  I  understood. 

The  Chairman.  That  is  what  I  understood  him  to  mean;  I  did  not 
understand  him  to  mean  bottoms.  I  understood  him  to  mean  domestic 
transportation. 

Mr.  Voorhees.  No;  it  is  not  the  ocean  shipping.  That  is  not  the 
bottleneck. 

Mr.  Stefan.  How  much  grain  did  you  buy  from  Argentina? 

Mr.  Voorhees.  200,000  tons  and  they  are  delayed  in  the  delivery 
of  it.  I  got  a  cable  today  advising  us  of  that.  We  need  this  United 
States  grain.    You  cannot  imagine  how  badly  it  is  needed, 

Mr.  Stefan.  You  say  there  is  a  bottleneck  there  and  they  are  not 
moving  it? 

Mr.  Voorhees.  We  would  not  take  their  old  crop  because  it  is 
infested  with  weevils,  and  the  200,000  tons  that  we  bought  under  the 
direction  of  the  Cabinet  Food  Committee  was  to  be  delivered  in  May, 
June,  and  July  proportionately,  and  we  have  just  had  a  cable  from 
them  stating  that  very  heavy  rains  down  there  have  delayed  the 
delivery  of  it  to  the  elevators,  and  that  we  will  not  get  more  than 
50,000  tons  out  between  June  15  and  July  15,  and  the  rest  of  it  after 
that.    That  is  very  bad  for  us. 

The  Chairman.  I  know  this  about  the  wheat  picture,  I  was  told 
by  Buffalo  people  that  they  were  down  in  their  elevators  to  30,000,000 
bushels,  which  is  the  lowest  they  have  been  down  in  10  years,  and 
that  they  were  down  there  because  the  Lakes  were  tighter,  that  is, 
the  ice  was  longer  in  coming  out  than  at  normal  times,  and  that  they 
were  trying  to  fill  up,  but  that  they  have  not  been  able  to  make 
any  progress  toward  filling  up. 

Mr.  Voorhees.  We  can  ship  substantially  out  through  Albany  all 
that  comes  to  Buffalo,  but  big  shipments  at  this  time  that  we  could 
get  out  w^ould  also  be  from  the  Gulf,  because  there  is  an  awful  lot 
of  that  very  early  wheat  that  is  available  down  there  near  seaboard. 

You  recall  at  this  time  last  year  there  were  widespread  sti-ikes  in 
Germany  and  the  German  food  crisis,  and  the  Japanese  ration  was 
down  by  10  to  15  percent,  even  below  the  1,300  calories. 

75408 — 48— pt.  2 17 


256 

The  Chairman.  Yes. 

Mr.  VooRHEES.  In  the  month  of  July  we  shipped  something  over 
900,000  tons  of  grain  to  Germany  and  Japan.  I  think  it  was  579,000 
tons  to  Germany. 

Now,  enormous  sliipments  could  be  made  this  year  if  we  had  the 
stuff.  We  can  get  it  to  the  seaboard  to  some  extent.  We  may  not 
get  all  that  we  want,  but  we  will  get  a  lot  of  it  there.  The  bottleneck 
has  been  that  the  Department  of  Agriculture  people  felt  that  they 
could  not  buy  more  wheat  without  sphaling  the  cost  of  living.  I 
think  they  have  done  a  fine  job,  and  I  have  nothmg  but  praise  in  every 
way  for  the  cooperation  that  we  have  had  there,  but  I  state  that 
frankly  as  our  problem. 

The  Chairman.  Now,  you  have  this  problem  in  connection  with 
your  wheat  too,  and  you  may  just  as  well  think  about  it.  Your  grain 
crop  this  year  is  not  going  to  be  within  250,000,000  bushels  of  last  year, 
and  next  year  you  have  stepped  up  the  imports  to  these  different 
countries  of  one  kind  and  another  by  at  least  50  percent  more  stuff 
than  last  year,  and  that  is  starting  off  with  at  least  200,000,000  bushels 
less  of  exports  out  of  the  United  States.  Now,  a  larger  carry-over  is 
going  to  be  necessary  if  we  expect  any  kind  of  an  approach  to  the 
figure  that  is  mvolved  in  these  estimates.     Do  you  see  what  I  mean? 

Mr.  VooRHEES.  Yes,  sir;  I  see  exactly,  sir. 

Of  course,  all  I  am  trying  to  do  is  administer  the  food  for  those 
countries  in  a  way  to  do  the  job  with  the  least  impact  on  the  United 
States  economy. 

The  corn  crop  is  the  most  stable  crop  we  have,  and  the  biggest. 
Two  years  ago  it  was  about  3,300,000,000  bushels. 

The  Chairman.  That  was  the  1946  crop? 

Mr.  VooRHEES.  Yes.  The  corn  crop  is  very  stable,  and  Mr. 
Hoover  tells  me  that  it  does  not  ordinarily  vary  10  percent  a  year. 
Last  year  they  had  a  big  drought,  and  it  dropped  25  percent,  around 
850,000,000  bushels. 

The  Chairman.  Down  to  2,400,000,000. 

Mr.  VooRHEEs.  Yes.  Wliat  we  are  trying  to  do  in  feeding  these 
occupied  areas  is  not  to  give  them  luxury  food,  but  sustaining  food, 
and  we  can  use  25  percent  coarse  gi'ains  in  feeding  them.  Coarse 
grain  means  largely  corn. 

The  Chairman.  If  we  have  a  good  oats  crop  and  a  good  barley  crop 
the  corn  crop  can  be  made  available. 

Mr.  VooRHEES.  We  will  use  25  percent  of  the  coarse  grains,  most 
of  which  will  be  corn  if  we  can  get  it. 

In  the  past  year  the  big  pinch  has  been  the  failure  in  the  corn 
crop,  which  meant  that  we  could  not  ship  any  corn  out  of  the  United 
States  since  last  summer,  and  therefore  we  have  had  to  do  it  entirely 
by  shipping  out  wheat  and  flour;  but  this  coming  year  I  hope  to  do 
a  lot  more  by  corn. 

One  of  the  things  that  we  have  done  because  we  had  wheat,  which 
is  a  luxury  food,  was  where  we  could  to  trade  the  wheat  with  some 
other  country  hke  Belgium  and  get  corn  for  it.  It  was  a  less  desirable 
food  but  it  provided  more  calories  for  the  Germans. 

Next  year  with  this  big  amount  of  sugar  that  we  plan  to  put  in  the 
food-import  programs,  I  think  we  will  do  all  right  if  the  corn  crop 
comes  tluough,  and  I  do  not  think  we  will  make  anything  like  the 
demands  on  wheat  that  we  have  made  this  year. 
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The  Chairman.  Aie  there  any  further  questions  on  the  Japanese 
food  picture?     If  not,  wc  will  go  on  to  the  Korean  picture. 


BREAK-DOWN    OF    FOOD    PURCHASES    FOR    RYUKYUS 

Mr.  VooRHEES.  There  is  a  very  small  item  there  for  the  Ryukyus, 
but  I  do  not  think  you  care  to  bother  with  that. 

The  Chairman.  That  is  on  page  1181.  I  guess  we  could  put  that 
table  on  page  1181  in  the  record. 

(The  matter  referred  to  is  as  follows :) 

Purchase  of  grain,  food,  and  kindred  products 

PART  III.    RTUKYUS 

B.  J  ustificaiion 

Importation  of  3,900  tons  of  salt,  in  addition  to  the  foods  shown  in  the  preceding 
table,  will  also  be  required  for  the  processing  and  preservation  of  indigenous  and 
imported  foods.      The  itemized  cost  of  all  imports  is  shown  in  the  table  Ijelow: 


Item 


Flour 

Rice 

Soybeans 

Fats  and  oils 

Dried  skim  milk 

Palt 

Ryukyus  total 


Brown  rice 

equivakut 

(metric  tons) 


20,000 

30. 000 

19,000 

5,400 

1,400 

0 


Product 
weight 


Average  unit 
cost 


20,000 

30.000 

19, 000 

2,000 

1,400 

3,900 


75, 800 


76, 300 


$135 
175 
165 
500 
245 
6 


Estimated^ 

fiscal  year 

1949 


$2,  700, 000 

5,  250, 000 

3, 135, 000 

1,000,000 

343, 00(1 

23,400 


12, 451,  400 


Purchase   of  Grain  Food   and  Kindred  Products  for  Korea 

The  Chairman.  Now"  we  will  go  on  to  Korea.  That  is  on  page 
1184-A  of  the  justifications. 

Mr.  Voorhees.  Yes,  sir. 

The  Chairman.  That  shows  184,000  tons  of  grains  and  flour, 
47,000  tons  of  rice,  28,000  tons  of  sugar,  and  21,000  tons  of  salt.  Do 
they  not  raise  enough  in  Korea  to  take  care  of  themselves? 

Mr.  Voorhees.  There  is  one  encouraging  thing  about  it,  and  that 
is  that  Korea,  if  they  get  the  crop  expected  this  year,  will  really  get 
off  our  back  as  to  food,  when  the  crop  comes  in  and  is  available  for 
rationing  in  December. 

The  Chairman.  They  always  used  to  be  self-supporting. 

Mr.  Voorhees.  You  see,  the  south  Korea  area  was  left  denuded  of 
fertilizer  because  all  the  fertilizer  plants  were  in  north  Korea,  and  we 
could  not  get  the  fertilizer  from  the  United  States.  The  fact  that 
Korea  now  becomes  food  self-sufficient  is  a  direct  result  of  the  oper- 
ation of  our  ordnance  nitrogen  plants. 


phosphate  rock 

The  Chairman.  Do  they  not  have  phosphate  over  there?     * 
]Mr.  Voorhees.  We  can  get  all  the  rock  we  want. 
The  Chairman.  Do  they  not  have  it  in  Japan? 
Mr.  Voorhees.  We  can  get  some  of  it  out  there  in  Anguar,  and  in. 
some  other  Pacific  islands. 

The  Chairman,  What  about  New  Caledonia? 
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Mr.  VooRHEES.  Yes,  there  are  several  of  those  Pacific  islands  out 
there  that  have  the  rock,  but  that  is  not  the  problem. 

Colonel  NoRVELL.  The  Japanese  rock  is  of  very  low  quantity.  It 
runs  about  2  percent  phosphoric  acid  content,  which  is  the  plant  food. 

The  rock  that  has  been  processed  in  Japan  in  the  past  comes  from 
Anguar  Island,  just  north  of  Australia,  where  we  get  fairly  high  grade 
phosphate  rock,  and  some  of  it  comes  from  the  west  coast  of  the 
United  States.  The  rock  which  is  shipped  in  from  the  west  coast  of 
the  United  States  is  the  same  rock  that  we  purchased  back  in  1947. 
We  require  no  additional  funds  for  phosphate  rock  this  year  except 
a  small  amount  to  pay  for  the  labor  in  Anguar. 

BREAK-DOWN  OF  PURCHASE  OF  AGRICULTURAL  SUPPLIES  AND  FERTILIZER 

FOR  JAPAN 

The  Chairman.  You  might  put  that  table  on  page  1192  in  the 
record. 

(The  matter  referred  to  is  as  follows:) 

Purchase  of  agricultural  supplies  and  fertilizer 

PART  II.  JAPAN 


Item 


A.  EEQUIREMENT3 

Fertilizer:                                                  t,    ^  j 
Nitrocen  (ammonium  nitrate,  U.  S.  Ord- 
nance)  

Phospliate  rock: 

United  States  west  coast 

Ansaur 

Potash  (Europe)-. 

Subtotal 


Quantity  (metric  tons) 


Net  weight 
(contained 
element) 


101, 226 

47, 644 

63, 000 

121,800 


Shipping 
weight 


303, 678 

158. 812 
180, 000 
304, 300 


333, 670 


946, 790 


Unit  cost 


$72. 20 


1.39 
44.00 


Estimated 

fiscal   year 

1949 


$21,925,000 

(■) 
250,000 
13,389,000 


>  Procured  with  fiscal  year  1947  funds. 


Colonel  NoRVELL.  Yes,  sir. 
The  Chairman.  Put  that  in  the  record  at  this  point, 
the  reporter. 

Colonel  NoRVELL.  Yes,  sir. 


35, 564, 600 


The  Chairman.  Now,  the  seed  picture  for  Japan  seems  to  be  quite 
good.  That  table  better  be  thrown  together,  the  table  that  totals 
$53,000,000  ought  to  be  put  in  as  one  table. 

Colonel  NoRVELL.  I  have  prepared  one  here. 

The  Chairman.  You  have? 


Give  it  to 


^■1 

It 
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(The  matter  referred  to  is  as  follows :) 


Purchase  of  agricultural  supplies  and  fertilizer 
PART  n.  JAPAN 


Item 


A.  REQUIREMENTS 

Fertilizer: 

Nitrogen  (ammonium  nitrate,  U.  S.  Ord 

nance). 

(      Phosphate  rock: 

United  States  west  coast 

Angaur_. 

Potash  (Europe).- 

Subtotal. -. 


Quantity  (metric  tons) 


Net  weight 
(contained 
element) 


101, 226 

47, 644 

63, 000 

121,800 


333, 670 


Shipping 
weight 


303, 678 

158,  812 
180, 000 
304, 300 


946,  790 


Unit  cost 


$72.20 


1.39 
44.00 


Estimated, 

fiscal   year 

1949 


$21,926,600 

(') 
250,000 
13, 389, 000 


35,  564. 600 


Net  prod- 
uct weight 


Shipping 
weight 


Unit  cost 


Estimated 

fiscal  year 

1949 


Insecticides: 

Nicotine  sulfate  (United  States) 

Derris  root  (Formosa) 

DDT  crystal  (100  percent)  (United  States). 

Subtotal 


130 
146 
415 


195 
160 

744 


$1, 492. 05 

1,301.88 

745. 56 


$290,  950 
208, 300 
554,  693 


691 


1,009 


1, 053, 943 


Cumulative  subtotal. 


36, 618, 543 


Seeds: 

Grass  seeds. 
Pulse  seeds. 
Jute 


60 

1,700 

30 


50 

1,675 

30 


300.00 

340.00 

4, 408. 00 


15,000 
569,  500 
132.  240 


Total  seeds- 


iscellaneous  products... 

Morgantown  repair  (prorated  cost,  as  above  explained). 
Fishing  fleet  supplies 


1,780 
1,687 


1,755 
2,775 


7)6,740 


37, 335,  283 
415,  743 
420, 361 

15, 105, 000 


Total  for  Japan. 


337, 828 


952, 419 


53,276,387 


>  Procured  with  fiscal  year  1947  fund. 

FISHING  FLEET  SUPPLIES 

Mr.  Case.  Have  we  had  something  on  the  fishing  fleet  supplies? 

The  Chairman.  We  have  not  yet.     We  better  get  it  in. 

Mr.  Case.  Referring  to  this  item  of  $15,105,000  for  fishing  fleet 
supplies,  what  is  that? 

Colonel  NoRVELL.  That  is  mostly  for  fiber  for  the  manufacture  of 
fish  nets,  to  maintain  the  present  fishing  fleet  in  Japan. 

Mr.  Case.  A\liy  should  there  be  such  a  large  repair  item  as  that? 
Certainly  the  Japanese  have  been  in  the  fishing  business  for  a  long 
time.  While  I  know  that  some  maintenance  might  be  required,  why 
should  that  be  as  large  as  that? 

Colonel  NoRVELL.  The  only  source  that  they  have  for  the  main- 
tenance of  that  fishing  fleet  is  from  our  funds.  We  furnished  the 
same  amount  during  the  fiscal  year  1948  for  the  maintenance  of  the 
fleet.     This  is  quite  an  item  in  their  fish  catch.     They  have  17,000 
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vessels  that  are  over  5,000  tons,  and  they  have  250,000  smaller  ones. 
There  is  quite  a  sizable  fleet  there. 

Mr.  Case.  How  many  do  they  have? 

Colonel  NoRVELL.  They  have  17,000  that  are  over  5,000  tons,  and 
about  250,000  of  them  that  are  smaller  boats. 

Mr.  VooRHEES.  They  came  to  us  with  the  word  that  if  they  did  not 
have  this  $15,000,000  wliich  is  made  available  from  1948  funds  that 
they  would  lose  800,000  tons  of  fish  over  the  next  12  months'  period. 
That  interested  me  sufficiently  to  try  to  provide  the  money  for  that 
purpose. 

Mr.  Case.  I  know,  but  a  thousand  dollars  a  ton  is  quite  a  bit  of 
repairs  too,  is  it  not? 

Mr.  VooRHEES.  As  to  why  they  need  exactly  that  amount,  I  cannot 
give  you  the  answer.  Colonel  Norvell  has  a  lot  of  information  that 
they  have  sent  on  that.  We  can  get  up  that  information  and  furnish 
it  to  you.  If  you  want  the  detailed  information  on  it  we  would  have 
to  bring  somebody  over  from  there  but  we  would  be  glad  to  do  it. 
Here  is  a  statement  that  was  prepared  giving  a  summary  of  the  needs. 
I  do  not  know  whether  you  will  want  that  or  not. 

The  Chairman.  Give  that  to  Mr.  Case. 

Mr.  VooRHEES.  We  thought  that  there  was  nothing  that  we  could 
spend  the  money  on  that  would  give  us  a  longer  range  value  than  the 
things  that  would  enable  these  people  to  produce  food  for  themselves. 

Air.  Case.  I  do  not  think  that  requires  any  argument,  and  the 
only  thing  I  do  not  understand  is  why  you  do  not  follow  that  through 
and  let  the  Germans  produce  some  of  their  own  food. 

Mr.  VooRHEES.  Alay  I  answer  that? 

Mr.  Case.  We  have  gone  into  that  before,  and  I  do  not  want  to 
bring  that  in  here  again. 

This  table  that  has  been  handed  to  me  shows  large  purchases  of 
materials  from  the  Philippines,  and  there  is  a  little  table  of  about  four 
lines,  which  I  think  ought  to  be  put  into  the  record. 

The  Chairman.  This  one? 

Mt.  Case.  Yes,  sir. 

The  Chairman.  All  right,  put  it  in. 

Mr.  Case.  Showing  how  that  $15,105,000  is  to  be  expended. 

The  Chairman.  Yes,  put  that  break-down  in  the  record. 

(The  matter  referred  to  is  as  follows:) 


Item 

Source 

Quantity 

Unit  cost 

Total  cost 

Raw  cotton 

United  States 

Aleirictons 

7,486 

19,448 

3,192 

$683.  94 
410.  22 
441.  10 

$^,  120, 000 

Abaca.  .  . 

Philippines .     .. 

8,577,000 

Coir 

India  and  Philippines 

1,408,000 

Total.   .. 

30. 126 

15, 105, 000 

Mr.  Voorhees.  The  total  fish  catch  Japan  has  is  about  3,000,000 
tons,  but  prewar  the  catch  was  substantially  bigger  than  that. 

The  Chairman.  Why  is  that? 

Mr.  Voorhees.  It  is  a  question  of  the  area  in  which  to  fish.  I 
think  1  went  into  that  at  some  length  when  you  were  not  here.  It 
is  in  the  record. 

The  Chairm.vn.  Is  it  because  the  Russians  have  taken  over  a  lot 
of  that  area? 
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Mr.  VooRHEES.  It  is  due  to  the  fishing  area  which  they  are  limited 
to  under  present  conditions.  The  study  that  we  have  made  of  it  in- 
dicates that  they  are  getting  as  much  as  was  gotten  prewar  from  the 
areas  in  wliich  they  are  allowed  to  fish.  It  is  a  question  of  area  and 
maintaining  the  fleet. 

The  Chairman.  Why  can  they  not  maintain  it  themselves? 

Mr.  VooRHEES.  There  is  no  doubt  that  they  have  no  sources  of 
these  raw  materials  except  from  the  funds  that  we  have  provided 
here.     All  we  give  them  is  the  raw  material. 

Colonel  NoRVEL.  That  is  correct.  The  situation  as  far  as  their 
nets  are  concerned  is  seriousl}'-  hampering  their  fish  catch. 

PURCHASE   OF  AGRICULTURAL  SUPPLIES  AND  FERTILIZER  FOR  RYUKYUS 

The  Chairman.  The  next  item  is  on  page   1198,   the  Ryukyus. 
You  prepared  a  consolidated  table  for  that,  did  you  not? 
Colonel  NoRVELL.  Yes,  sir. 

The  Chairman.  Do  you  have  that  table  for  the  Ryukyus? 
Colonel  NoRVELL.  Yes,  sir. 
(The  matter  referred  to  is  as  follows:) 

Purchase  of  agricultural  supplies  and  fertilizer 
part  iil  ryukyus 


Quantity 

Unit  cost 

Estimated 

Item 

Net  prod- 
uct weight 

Shipping 
weight 

fiscal  year 
1949 

A.   REQUIREMENTS 

Fertilizer,  nitrogen: 

Ammonium  nitrate  (United  States  Ord- 
nance)  metric  tons-. 

Potash  (Europe) do 

Insecticides,  miscellaneous  (United  States) do 

12.620 
11,280 
107.8 

7,860 

3,200 

116 

$72.20 
44.00 

$567,  500 

140, 800 

80,071 

Subtotal do 

4,007.8 

15 

12.9 
950 

11, 176 

15 

13 

950 

788, 371 

Seeds: 

Field  seeds do 

Vegetable  seeds do 

Seed  potatoes do 

220.00 

1,919.38 

75.00 

3,300 
24, 952 
71, 250 

Total  seeds do  -.. 

977.9 
15,  736 
14, 029 
70,  957 

978 

99,502 

Live  animals                                        '              '        each 

2, 362,  536 

Livestock  feed  metric  tons- - 

15, 000 

1, 146, 972 

Agricultural  implements,  miscellaneous                 each 

32,640 

Subtotal 

4, 430, 021 

Morgantown  repair  (prorated  share  as  above  explained) 

10,880 

Fishing  fleet  supplies     

1,  595, 520 

Total  for  Ryukyus 

6. 036, 421 

1  Net  weight  of  contained  element  only. 


LIVE  ANIMALS 

The  Chairman.  This  involves  a  total  of  $6,000,000.  Here  is  some- 
thing I  do  not  understand,  live  animals,  15,736  each.  I  do  not  know 
what  that  means. 

]Mr.  Y'ooRHEES.  There  is  a  certain  number  of  animals  there  for  im- 
provement of  the  breed. 

The  Chairman.  That,  "each,"  does  not  belong  there,  does  it? 
Does  the  word,  "each,"  belong  there? 
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Colonel  NoRVELL.  That  is  head. 

The  Chairman.  That  means  head? 

Colonel  NoRVELL.  Yes,  su-. 

The  Chairman.  You  better  change  that  to  head. 

Mr.  Voorhees.  The  word,  "each,"  is  not  correct.     It  should  read, 


"head,"  of  course. 

The  Chairman. 

Mr.  Case.  This 
horses. 

The  Chairman.  That  may  be  included  in  the  record. 


What  are  the  animals  that  you  are  sending  them? 
table  gives  it,  chickens,  cattle,  goats,  hogs,  and 


(The  matter  referred  to  is  as  follows:) 


Chickens: 

Roosters 

Pullets 

Cattle: 

HoiStein  (female)  -  - 
Holstein  (bulls) 

Goats: 

Female 

Male 

Hogs: 

Female 

Male 

Horses: 

Stallion 

Female  (3-year-old) 

Total 


Each 


500 
1,000 

6,744 
2,088 

1,344 
1,740 

480 
160 

600 

1,080 


15,  736 


Estimated  cost 


Unit 


$1.25 
1.00 

150. 00 
450. 00 

25.00 
50.00 

33.00 
33.00 

200.00 
137. 03 


Total 


$625 
1,000 

1,011,600 
939, 600 

33, 600 

87,000 

15, 840 
5,280 

120, 000 
147,  991 


2, 362,  536 


The  Chairman.  You  are  sending  chickens  over  there? 

Colonel  Norvell.  Yes,  sir,  in  order  to  build  up  the  stock  of  the 
farmers,  to  improve  them. 

The  Chairman.  Why  do  you  not  send  them  eggs  and  let  them  raise 
their  own  chickens? 

Colonel  Norvell.  Those  chickens  are  for  the  experimental  stations 
there  where  they  will  raise  chickens  to  give  to  the  farmers. 

Mr.  Voorhees.  This  is  simply  selected  stock  for  the  purpose  of 
trying  to  improve  the  breeds. 

The  Chairman.  Do  you  mean  that  they  have  not  any  chickens^ 
cattle,  goats,  or  hogs  over  there? 

Colonel  Norvell.  All  of  their  livestock  was  very  badly  depleted 
during  the  war,  sir. 

Mr.  Case.  What  are  these  unit  costs  supposed  to  be,  the  original 
purchase  costs  without  transportation? 

Colonel  Norvell.  Yes,  sir. 

Mr.  Case.  You  have  female  Holstein  cattle  in  here  at  $150  a  head. 
Do  you  expect  to  buy  good  milk  cows  at  $150  a  head  now?  That 
price,  on  the  one  hand  is  low  on  the  present  market,  but  on  the  other 
hand,  you  have  female  horses,  three  years  old,  at  $137.03  each. 

Two  weeks  ago  there  were  two  men  in  here  who  were  begging  me  to 
find  some  place  where  they  could  sell  some  horses.  These  two 
brothers  had  1,500  head  of  horses,  and  the  only  market  that  they  had 
for  them  was  at  about  IK  cents  a  pound. 

Mr.  Stefan.  I  have  been  trying  to  give  you  some  horses  for  a  year 
for  nothing. 
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The  Chaieman.  It  does  not  seem  that  you  are  good  buyers, 

Mr.  Case.  $137  a  head  for  the  original  purchase  price  of  female 
horses  is  from  two  to  three  times  above  what  they  could  be  bought  for, 
whereas  the  price  for  female  Holstein  cattle  is  about  50  percent  of 
what  they  will  bring  in  the  market  around  Sioux  City  today. 

Mr.  VooRHEES.  There  is  nothing  that  I  am  more  ignorant  about 
than  that,  and  I  do  not  know  the  basis  for  the  prices  which  are  set 
forth  here.  The  object  here  is  primarily  for  the  improvement  of  the 
breed  and  these  are  figiu'es  which  we  obtained  on  this. 

The  Chairman.  And  whether  we  are  getting  stuck  or  not  j'^ou  do 
not  know. 

Mr.  VooRHEES.  I  will  find  out  and  give  you  a  statement  on  it. 

If  this  does  not  make  sense  it  will  be  changed,  and  I  will  give  you  a 
full  explanation  of  it. 

Colonel  Gillespie  tells  me  some  of  that  stock  was  donated  to  us,  and 
that  is  the  reason  that  the  average  price  of  some  of  it  might  be  down. 
Tor  instance,  somebody  gave  them  125  goats,  Mr.  Stefan. 

Purchase  of  Agricultural  Supplies  and  Fertilizer  for  Korea. 

The  Chairman.  Do  you  have  a  consolidated  table  on  Korea  for  us? 
Colonel  Norvell.  Yes,  sir. 

The  Chairman.  Let  us  have  that  and  give  the  reporter  one  for  the 
record. 

(The  statement  referred  to  is  as  follows:) 


Pu  rchase  of  agricultural  supplies  and  fertlizer 
PART  IV.  KOREA 


Quantity  (metric  tons) 

Unit  cost 

Estimated, 

Net  prod- 
uct weight 

Shipping 
weight 

fiscal  year 
1949 

A.  REQUIREMENTS 

Fertilizers: 
Nitrogen: 

Ammonium  nitrate  (United  States  Ordnance). . 

Ammonium  sulfate  (United  States  Ordnance)... 

Potash  (Europe) 

5?,  840 
51,450 
27, 160 

161, 520 

244. 898 

67, 900 

$72.  20 
40.94 
44.00 

$11,661,700 

10,026,4.50 

2, 987,  600 

Total  fprtllizpj 

132,  450 
2,773 

474, 318 
2,773 

24,  675,  750 

947,  792 

Subtotal                              --  ---  --- 

25, 623,  542 

TVTarhinpvv  and  pnninmpnt  mipcpllanpous  50.020 itfUls 

120 

316,000 

Morganto'wn   repairs    (prorated   share  as  above  ex- 
Dlainp(l)                                                           -            

123, 581 

"Pishini^  flppt  siiDDlip^ 

3. 183.  .398 

Total  for  Korpa 

135,  223 

477,  2n 

29, 346, 521 

The  Chairman.  I  guess  I  understand  these  things.  You  have  here 
machinery  and  equipment.  You  do  not  have  a  very  big  item  there, 
and  I  will  not  go  into  that  much.  You  have  fishing-fleet  repairs, 
$3,000,000  again.  I  suppose  that  is  the  same  thmg  we  have  been 
discussing. 

Mr.  Voorhees.  Yes,  sir.     That  is  for  Korea,  of  course. 

The  Chairman.  Now,  Alorgantown  repau-s.  That  is  that  fertilizer 
I)usiness? 

Colonel  Norvell.  Yes,  sir. 
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The  Chairman.  Of  course  I  will  not  go  into  that  now.  Are  there 
any  other  questions  on  the  Korean  table? 

Purchase  of  Petroleum  and  Petroleum  Products 

The  Chairman.  The  next  item  is  the  purchase  of  petroleum  and 
petroleum  products.  Did  we  put  the  table  on  page  1208  in  the 
record 

Mr.  VooRHEES.  I  am  not  sure  whether  it  was  put  in  or  not. 

The  Chairman.  I  do  not  think  we  did.  Check  up  on  it  to  see  if 
it  is  duplicated. 

(The  matter  referred  to  is  as  follows:) 

Purchase  of  petroleum  and  petroleum  products 


Obligations 

Actual,  fiscal 
year  1947 

Estimated, 

fiscal  year 

1948 

Estimated, 

fiscal  year 

1949 

Total  08  and  total  for  project ._ 

$33,700,000 

$59,861,324 

$80, 467, 935 

SUPPORTING  DATA 


Quantity 
(metric  tons) 


Average 
unit  cost 


Estimated, 

fiscal  year 

19J9 


08  SUPPLIES  AND  MATERIALS 

Total  (all  areas); 

Part  I.  Germany 

Part  11.  Austria  (see  pt.  VI) 

Part  III.  Japan 

Part  IV.  RvukjTis _._ 

Part  V.  Korea 

Part  VI.  POL  for  military  government  administrative 
purposes  (all  areas) 


1,246,630 


$32.85 


I  $40, 953, 645 


1,284,720 

40,  752 

420, 120 

39, 236 


19.87 
23.25 
26.75 

45.68 


25,  532,  535 

947, 468 

11,241,918 

1,792,369 


Total  (all  areas)  _ 


3,031,458 


80, 467, 935 


1  The  United  States  appropriation  requested  for  fertilizer,  seed  and  POL  as  given  in  the  ERP  recon 
ciliation  at  p.  1156  is  the  sum  of  this  amount  plus  the  United  States  estimate  for  Germany  for  fertilizer  and 
seed  which  appears  on  p.  1187. 

Petroleum  and  Petroleum  Products  for  Japan 

The  Chairman,  Now,  for  Japan  we  have  gasoline,  kerosene,  Diesel 
oil,  fuel  oil,  lubricating  oil,  grease,  and  paraffin  wax  totaling  1,284,000 
tons,  and  $25,000,000.  Are  we  figuring  that  Japan  will  buy  anything 
at  all  like  that  with  their  own  exports? 

Major  Stalheim.  Not  in  this  connection. 

The  Chairman.  They  will  not? 

Major  Stalheim.  No,  sir,  no. 

The  Chairman.  How  much  was  supplied  to  them  this  year  along 
that  line? 

Major  Stalheim.  In  1948? 

The  Chairman.  Yes. 

Major  Stalheim.  A  total  of  1,474,000  tons. 

The  Chairman.  From  where  does  it  come? 

Major  Stalheim.  It  is  divided.  If  I  may,  sir,  I  would  like  to  explain 
a  little  about  the  procurement  procedure  of  that  because  we  buy  it 
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from  Army  stocks  in  the  theater,  and  it  is  procured  in  the  best  way 
that  is  advantageous  to  the  whole  mihtary  picture,  as  the  mihtary 
buys  not  only  for  us,  but  for  the  Army,  the  Air  Corps,  and  the  Navy. 

The    Chairman.  Yes. 

Major  Stalheim.  Now,  all  of  the  bulk  products  of  fuel  come  from 
the  Persian  Gulf. 

In  the  case  of  Japan  out  of  this  anticipated  total  for  1949,  930,000 
tons  of  that  total  comes  from  the  Persian  Gulf. 

The  Chairman.  You  mean  gasoline? 

Major  Stalheim.  I  am  talking  generally.  As  to  gasoline  10  per- 
cent of  it  comes  from  the  Persian  Gulf. 

The  Chairman.  The  rest  of  it  comes  from  here? 

Major  Stalheim.  That  is  right,  from  the  United  States  west  coast. 

The  Chairman.  Is  that  the  normal  source  of  supply? 

Major  Stalheim.  Yes,  sir.  You  see,  our  procurement  policy,  of 
necessity,  is  integrated  with  the  total  military  plan. 

The  Chairman.  Yes. 

Major  Stalheim.  And  they  also  have  to  consider,  in  that  connec- 
tion, the  best  utilization  of  the  tankers  which  are  available. 

The  Chairman.  But  the  fuel  oil  comes  mostlv  from  the  Persian 
Gulf? 

Major  Stalheim.  That  is  right,  from  the  Persian  Gulf, 

Mr.  VooRHEES.  And  by  doing  this  we  get  the  benefit  of  very  much 
lower  purchase  prices. 

The  Chairman.  Yes.  Are  there  any  further  questions  on  this  oil 
picture  for  Japan? 

Purchase    of    Petroleum    and    Petroleum    Products    for    the 

Ryukyus 

The  next  item  is  oil  for  the  Ryukyus.     Page  1213  of  the  justifica- 
tions will  be  put  in  the  record  at  this  point. 
(The  matter  referred  to  is  as  follows:) 


Purchase  of  petroleum  and  petroleum  products 
PART  IV.  RYUKYUS 


Item 

Quantity 

(metric 
tons) 

Unit  cost 

Estimated, 

fiscal  year 

1949 

A.  REQUIREMENTS 

Gasoline    .      

6,732 

80 

32.  575 

900 

47 

418 

.$42. 09 
29.03 
15.00 
112.76 
176. 40 
151. 49 

$283, 350 

2,312 

Diesol  oil                                                                        

488,  625 

101,484 

Grease                                                                           -  

8,291 

63,406 

Total  for  Rvukvus                               -        -               - 

40,  752 

947, 468 

The  Chairman.  TMiat  did  Ave  give  them  last  year? 

Major  Stalheim.  That  was  combined  in  the  Japanese  total  last 
year. 

The  Chairman.  That  is  included  in  that  total? 

Mr.  Voorhees.  If  I  may  give  you  the  comparable  figures,  last 
year  it  was  $30,500,000,  and  this  year  it  is  $26,800,000. 

The  Chairman.  It  was  $30,000,000  last  year? 
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Mr.  VooRHEEs.  Thirty  million  dollars,  yes,  sii-;  and  it  is  $26,800,000 
this  year  for  Japan  and  the  Ryukyus  together. 

Purchase  of  Petroleum  and   Petroleum  Products  for  Korea 

The  Chairman.  In  the  Korean  picture  you  have  420,000  tons. 
What  was  yoiu"  1948  figure  there? 

Major  Stalheim.  It  was  295,000  tons  in  1948. 

The  Chairman.  And  the  dollar  picture  was  what? 

Major  Stalheim.  $7,116,813. 

The  Chairman.  Why  do  we  jump  up  so  much  there? 

Major  Stalheim.  The  jump  primarily  in  Korea  is  in  their  fuel  oil. 
It  is  fortunate  that  General  Hodge  anticipated  this  need  for  electric 
power  because,  as  you  may  realize  had  they  cut  the  power  in  south 
Korea  they  made  provisions  for  any  contingencies  to  take  care  of 
emergency  electric  power  in  that  event  by  utilizing  barges  that  use 
fuel  oil  and  various  Diesel  power  generators. 

The  Chairman.  We  have  another  table  here  that  seems  to  call  for 
the  same  sort  of  thing.     It  is  a  small  item,  comparatively — $1,000,000. 

Major  Stalheim.  That  was  broken  out  because,  for  the  first  time, 
we  are  budgeting  for  the  military  government's  administrative  uses 
which  previously  was  a  military  responsibility. 

Mr.  VooRHEEs.  Our  over-all  table  at  the  beginning  of  the  project 
wiU  show  that. 

The  Chairman.  Then  we  won't  need  to  put  that  in. 


Purchase  of  Medical  Supplies  and  Equipment 

Now,  we  have  medical  supplies  in  Japan  and  the  Ryukyus. 
will  put  in  the  table  on  page  1223. 

(The  matter  above  referred  to  is  as  follows:) 


We 


Purchase  of  7nedical  supplies 

a7id  equipment 

Obligations 

Actual,  fiscal 
year  1947 

Estimated, 

fiscal  year 

1948 

Estimated, 

fiscal  year 

1949 

Total  08  and  total  for  project  ... 

$4, 469, 056 

$7, 980,  570 

$7, 980,  570 

SUPPORTING  data 

Quantity 

(metric 

tons) 

Estimated, 

fiscal  year 

1949 

08  SUPPLIES  AND  MATERIALS 

Total  (all  areas): 

Parti.  Japan  

957 

451 

1,655 

$3,  572,  450 

Part  II.  Rvukvus 

450, 000 

Part  III.  Korea 

3, 958, 120 

Total  (all  areas) .            .      .                            

3,063 

7, 980,  570 
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The  Chairman.  You  show  quite  a  big  figure  there. 

Mr.  VooRHEEs.  I  am  familiar  with  this.  We  cut  that  from  $16,000,- 
000,  as  originally  budgeted  to  $8,000,000.  It  is  not  that  we  would  not 
have  liked  to  have  had  all  the  medical  supplies,  but  the  requirements 
of  this  fishing-fleet  equipment  were  so  acute  it  was  decided  we  would 
rather  have  the  fishing  equipment  than  the  medical  supplies. 

The  Chairman.  Where  did  they  get  their  medical  supplies  for  these 
three  places  before? 

Major  Stalheim.  In  Japan  they  developed  quite  a  pharmaceutical 
industry  which  was  dependent  on  raw  materials  and  certain  processing 
materials  from  the  United  States.  The  emphasis  this  year  is  toward 
raw  materials  for  them  to  process  then-  own  finished  medicines. 

The  Chairman.  What  about  Korea? 

Major  Stalheim.  The  same  applies  there  to  a  lesser  degree. 

Mr.  VooRHEEs.  I  think  we  are  probably  on  the  firmest  possible 
ground  in  medical  supplies  there,  because  we  have  our  public  health 
autliorities  and  General  Crawford  Sams  who  is  the  head  of  public 
health  in  Japan  has  done  one  of  the  outstanding  public-health  jobs  in 
the  world.    It  is  internationally  recognized. 

The  Chairman.  Did  not  they  have  a  good  health  set-up  of  their 
own? 

Mr.  VooRHEES.  I  do  not  know  the  extent  of  that. 

Major  Stahlheim.  It  was  much  better,  of  cooi'se,  in  Japan  than 
in  Korea,  but  it  was  not  organized  along  efficient  lines. 

The  Chairman.  You  mean  it  was  not  scientifically  set  up? 

Major  Stahlheim.  Their  experimental  stations  and  that  sort  of 
thing  were  excellent,  where  they  made  their  own  vaccines  and  that 
sort  of  thing,  but  the  general  standard  of  providing  the  mass  health 
care  has  been  improved,  I  think,  particularly  through  the  good 
ofiices  of  General  Sams. 

Mr.  Mahon.  You  are  giving  them  here  about  one-half  of  what  their 
request  was? 

Mr.  Voorhees.  We  are  giving  them  just  half  of  their  original 
request. 

The  Chairman.  On  the  other  hand,  it  is  just  as  large  as  this  current 
year. 

Major  Stahlheim.  That  is  correct. 

The  Chairman.  And  they  ought  to  be  in  better  shape,  being  a  year 
further  away  from  the  war. 

Mr.  Case.  Wliat  is  the  population  of  the  Ryiikyus? 

Mr.  Voorhees.  Eight  hundred  and  fifty  thousand. 

Mr.  Mahon.  The  per  capita  expense  there  is  gomg  to  be  very 
considerable. 

Mr.  Voorhees.  Yes,  su-;  it  is  high. 

The  Chairman.  You  have  quite  a  big  item  for  Korea;  you  have 
three  million  nine  hundred  thousand  and-odd  dollars  for  Korea  for 
medicine.  It  sounds  pretty  big.  It  has  less  than  a  third  of  the  popu- 
lation of  Japan  and  just  as  much  money. 

Major  Stahlheim.  They  are  not  quite  as  fortunate  in  having  the 
indigenous  availabilities  of  raw  materials  and  the  facilities  to  process. 

Mr.  Voorhees.  In  Japan  the  majority  of  the  expenditure  is  for 
ra\Y  materials  which  can  be  entirely  processed  in  Japan.  In  Korea, 
which  is  a  primitive  area,  out  of  the  $4,000,000,  there  is  only  a  little 
over  half  for  raw  materials.  Then  you  have  hospital  supplies  and 
medical  equipment. 
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Other  Supplies,  Services,  and  Equipment 

The  Chairman.  You  have  "Other  suppUes  and  materials,"  $17,- 
000,000.     We  will  put  the  table  on  page  1232  in  the  record. 
(The  matter  above  referred  to  is  as  follows:) 

Other  supplies,  services,  and  equipment 
SUPPORTING  DATA 


Estimated,  fiscal  year  1949 


Reorienta- 
tion and 
reeducation 


School  serv- 
ices for  de- 
pendents 


General  sup- 
plies and 
materials 


Total 


Total  (all  areas),  by  activity: 

Part      I.  Germany 

Part    II.  Japan  and  Ryukyus.. 

Part  III.  Korea 

Part  IV.  Austria 

Part    V.  New  York  field  office 

Total  (all  areas) 


$7,  298, 920 

1,  534.  730 

2, 969, 930 

615,  500 

70, 000 


$90,  000 

130,  000 

20, 000 

10, 000 


$1,  092, 029 

1,  386, 000 

1,  253,  000 

1,  257, 350 

16,  500 


12,  489, 080 


250, 000 


5,  004, 879 


$8, 480, 949 

3, 050, 730 

4,  242, 930 

1,  882,  850 

86,500 


17, 743, 959 


Mr.  VooRHEES.  May  I  say  our  thought  was  that  in  each  of  those 
places  where  we  have  a  good  Army  public-health  division  of  experi- 
enced  Public  Health  officers  in  there,  we  ought  to  give  them  the  ma- 
terials and  medicines  they  consider  necessary  primarily  for  preventive 
medicine  purposes.  This  is  not  mostly  for  curative  medicine;  it  is 
mostly  for  preventive  medicine — what  is  generally  caUed  the  field  of 
public  health. 

The  Chairman.  Is  there  anything  further  on  that? 

Statement  on  Use  of  Funds  for  Rehabilitation  and  Reestab- 

LISHMENT    OF   EcONOMY    OF    OCCUPIED    ArEAS 

Mr.  VooRHEES.  I  have  one  more  thing.  I  have  a  statement  I 
would  like  to  put  in  the  record.  If  you  will  permit  me,  I  will  sum- 
marize it  off  the  record. 

(The  statement  is  as  follows:) 

Proposed  Change  in  Language  of  the  Appropriation  (Justification,  p. 
1159)  TO  Include  Authorization  to  Utilize  the  Moneys  for  Rehabilita- 
tion and  Reestablishmbnt  of  the  Economy  of  the  Areas  Now  Occupied 
BY  the  Army 

As  to  Japan  and  south  Korea,  no  funds  for  industrial  recovery  such  as  now 
exist  for  Germany  under  EGA  are  available.  This  change  would  authorize  the 
use  of  some  of  the  GARIOA  moneys  to  obtain  pertain  raw  materials  and  other 
industrial  supplies  necessary  to  accelerate  restoration  of  the  economy  of  these 
areas. 

Since  the  previously  budgeted  amount  is  required,  as  explained  in  detail  in  the 
justification,  to  provide  minimum  subsistence  supplies  of  food,  fertilizer,  petro- 
leum, fishing  equipment,  and  related  items,  utilization  of  any  substantial  part  of 
these  funds  for  industrial  recovery  purposes  would  involve  an  accelerated  expendi- 
ture of  such  funds  and  result  in  the  need  later  for  a  supplemental  appropriation  to 
keep  the  food  pipe  line  full.  However,  it  is  unquestionable  that  such  expenditures 
for  industrial  recover}'  represent  long-range  economy,  as  well  as  being  requisite 
to  achieve  our  purposes  in  these  areas,  and  it  seemed  appropriate  at  least  to 
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bring  this  subject  to  the  committee's  attention  and  to  suggest  that  the  statutory- 
language  at  least  be  broad  enough  to  permit  such  use  if  the  Congress  so  desires. 

As  to  Germany,  the  passage  of  the  p]conomic  Cooperation  Act  making  the 
industrial  recovery  of  western  Europe  the  foreign  policy  of  the  United  States 
alters  the  character  of  the  responsibilit}-  of  the  Department  of  the  Army,  in  that 
the  GARIOA  funds  must  now  be  utilized  in  a  manner  which  will,  so  far  as  con- 
sistent with  the  basic  purposes  of  the  GARIOA  appropriation,  support  also  the 
objectives  of  EGA.  To  this  end,  it  is  necessary  in  Germany — and  the  same  con- 
siderations are  really  also  applicable  to  Japan  and  south  Korea — that  the  GARIOA 
funds  be  employed  in  a  more  flexible  manner  so  that  normal  trade  channels  may 
be  restored  as  far  as  possible,  to  the  end  that  the  maximum  benefit  may  be  ob- 
tained for  industrial  recovery.  It  is  now  important  in  all  of  these  areas  that 
trade  with  adjoining  countries  be  stimulated  as  far  as  possible  and  that  it  be  con- 
ducted by  ordinary  business  means  through  use  of  local  currencies  or,  where  these 
fail,  by  barter.  This  method  will  utilize  food  resources  not  now  fully  emploj-ed, 
will  stimulate  exports  from  the  occupied  areas,  and  will  conserve  dollars.  But  to 
accomplish  these  purposes  it  is  necessary  that  when  such  exchanges  result  in  the 
Joint  Export-Import  Agency  in  Germany,  or  the  corresponding  agencies  in  Japan 
or  south  Korea,  receiving  food  which  is  suitable  for  mass  relief  feeding  purposes, 
the  Army  should  be  in  a  position  to  purchase  it  b}^  reimbursing  such  agencies  for 
the  reasonable  value  of  it  in  dollars.  Such  dollars  may  then  in  turn  be  employed 
by  the  Export-Import  Agency  to  stimulate  industrial  recovery  by  procuring 
necessary  items,  and  so,  in  a  sense,  be  doubly  useful.  The  proposed  new  language 
in  the  statute  will  authorize  this. 

It  should  be  clearly  understood,  however,  that  as  to  Germany  there  is  no 
intention  of  the  Army's  changing  its  utilization  of  any  substantial  funds  from 
the  original  purposes  of  purchase  of  food  and  other  category  A  type  items.  Our 
proposed  use  of  the  moneys  for  which  we  are  asking  is  clearly  set  forth  in  the 
justification  at  pages  1153  to  1158.  There  will,  of  course,  be  changes  in  detail 
as  to  these  expenditures  but  not  as  to  m.ajor  purpose.  In  other  words,  I  should 
like  to  make  it  very  clear  that  the  GARIOA  appropriation  will  not  be  utilized 
for  so-called  category  B  type — -that  is,  industrial  recover^' — items  but  only  for 
category  A  type  items;  and  as  to  these,  that  it  will  be  employed  in  complete 
integration  with  the  European  recovery  program. 

As  to  the  balance  of  fiscal  year  1948,  I  believe  that  an  explanation  is  due  to 
this  committee  and  to  the  Senate  Appropriations  Committee  concerning  the  food 
import  plans  we  now  propose  to  adopt.  At  the  time  of  the  preparation  of  the 
second  deficiencv  request  for  GARIOA  funds,  and  even  at  the  time  of  the  hearings 
before  this  committee,  EGA  had  not  been  enacted.  It  was,  therefore,  not  possible 
at  that  time  to  plan  upon  the  basis  of  any  funds  for  food  from  EGA.  However, 
the  enactm.ent  of  ECA,  which  included  in  its  plan  additional  food  imports  into 
Germany  to  stimulate  more  rapid  industrial  recovery,  has  made  it  possible — and 
it  is,  of  course,  desirable — ^to  increase  the  food  imports  during  the  last  quarter 
of  fiscal  year  1948  beyond  the  amounts  which  would  be  purchased  from  GARIOA 
funds. 

The  funds  from  ECA  have  been  provided  under  its  plan,  as  the  most  effective  « 
means  of  laying  the  foundation  for  industrial  recovery.  Without  such  funds 
the  ration  for  the  normal  consumer  cannot  at  an  early  date  be  raised  substan- 
tially beyond  1,600  calories.  Further,  there  is  an  acute  shortage  of  meat  in 
the  ration,  which  is  a  high-cost  food  that  the  GARIOA  appropriation  was  not 
designed  to  provide.  The  meat  shortage  has  already  affected  coal  production 
adversely  and  must  be  remedied.  However,  because  the  request  for  the  deficiency 
appropriation  for  GARIOA,  recently  approved  by  this  committee,  was  presented  as 
a  complete  import  food  program  for  Germany  during  the  current  period,  we  wish 
to  inform  the  committee,  as  well  as  the  Senate  Appropriations  Committee,  of  the 
new  development  above  explained,  in  order  that  we  will  not,  without  the  approval 
of  the  committees,  be  departing  in  substance  from  the  program  which  the  com- 
mittees understood  in  approving  the  recent  GARIOA  deficiency  appropriation. 
We  are  sure  that  the  committees  will  desire  to  have  this  improved  scale  of  feeding, 
now  made  possible  as  a  result  of  ECA  cooperation,  carried  out,  and  we  shall 
proceed  on  this  basis  unless  informed  that  this  would  be  contrary  to  your  wishes. 

Now,  I  have  Mr.  Claxton  here  from  the  State  Department  to 
answer  the  question  that  was  raised  this  morning. 
The  Chairman.  All  right. 
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DISCUSSION  OF  USE  OF  SHILLING  RECEIPTS   FOR  CERTAIN  EXPENDITURES 

IN  AUSTRIA 

Mr.  Claxton.  I  understood  Mr.  Case  had  asked  how  it  is  we  are 
requesting  dollars  for  certain  expenditures  in  Austria  which  were 
under  discussion;  why  we  do  not  or  cannot  use  shilling  receipts  from 
interim  aid  which  has  been  granted  in  Public  Law  389. 

The  answer,  I  think,  is  in  three  parts,  as  follows: 

Fhst,  we  can  actually  use  shilling  receipts  from  such  interim  aid 
funds  so  far  as  the  language  of  Public  Law  389  is  concerned  and  so 
far  as  our  agreement  with  Austria  is  concerned,  if  we  would  make  a 
further  subagreement  under  our  general  agreement  with  Austria  to 
use  the  shilling  receipts  for  this  purpose. 

The  reason  we  do  not  do  that  is  one  of  policy,  but  before  I  go  into 
that,  let  me  explain  it  would  not  make  any  difference,  from  the 
monetary  point  of  view,  to  the  United  States  as  to  whether  we  pay 
for  these  particular  services  out  of  dollars  thi'ough  GARIOA  or  out 
of  shillings  received  from  interim  aid  relief.  The  reason  it  does  not 
make  any  difference  is  that  these  payments  by  the  Army,  appro- 
priated for  under  the  GARIOA  appropriation,  are  taken  into  account 
in  the  EGA  calculation  of  receipts  by  Austria.  They  are  in  item  54 
on  page  17,  of  the  estimated  balance  of  payments,  as  "Other  receipts 
from  the  United  States."  There  is  a  figure  of  $18,000,000  there  from 
all  participating  countries,  and  part  of  that  $18,000,000  is  this  sum 
paid  through  the  GARIOA  appropriation. 

Mr.  Case.  That  is  the  answer  I  had  expected — that  we  have 
determined  to  give  away  so  many  dollars;  and  if  we  do  not  give  them 
away  in  one  way,  we  will  give  them  away  m  another,  which  means  that 
the  local  currency  fund  that  you  use  in  paying  the  expenses  of  ad- 
ministration for  relief  is  just  so  much  eyewash. 

The  Chairman.  It  would  indirectely  increase  the  appropriation  for 
EGA;  that  is  all. 

Mr.  Case.  That  is  true,  and  it  means  the  local  currency  fund 

The  Chairman.  Does  not  mean  anything. 

Air.  Case.  Does  not  mean  anything  and  is  simply  part  of  a  device 
to  get  both  pieces  of  legislation  through  Congress. 

Mr.  Claxton.  No,  sir-;  that  is  not  entirely  correct. 

The  Chairman.  But  powerfully  near,  though? 

Mr.  Case.  There  are  some  among  the  Members  of  Congress  who 
took  that  local  currency  fund  as  a  little  salve  to  their  consciences  for 
supporting  the  legislation. 

Mr.  Claxton.  There  are  other  wa,js  in  which  the  local  currency 
fund  is  used  for  the  benefit  of  savings  to  ourselves.  It  is  used  by  the 
Austrian  Government  for  support  of  the  mission  there,  which  is  there^ 
for  the  purpose 

Mr.  Case.  Of  admmistering  EGA. 

Mr.  Claxton.  That  is  correct. 

Mr.  Case.  But  if  the  Congress  or  this  committee  should  insist  that 
the  EGA  program  and  the  military  government  should  be  adminis- 
tered by  one  agency,  then  what  becomes  of  the  use  of  that  fund  for 
the  EGA  program? 

Mr.  Claxton.  Could  I  answer  that  indirectly  by  explaining  why  it 
is  we  feel  it  is  preferable  to  advance  these  funds  to  Austria  under  the 
GARIOA  appropriation  as  a  direct  payment  by  the  military  in  doUars 
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for  their  requirements  rather  than,  as  you  indicated  a  while  ago,  to 
give  it  to  them  out  of  the  other  pocket  through  the  ECA  and  take 
back  schilhngs  which  we  would  pay  for  the  various  services? 

The  reason  we  follow  that  policy  is  we  treat  Austria  as  a  liberated 
country  and  have  treated  Austria  as  a  liberated  country  from  the 
beginning. 

Mr.  Case.  Then  why  make  an  agreement  with  her  under  the  in- 
terim aid  bill  to  use  the  local  currency  fund  for  the  expenses  of  the 
administration? 

Mr.  Claxton.  We  do  that  in  the  cases  of  other  countries  hke 
France,  hke  Italy,  like  the  other  countries  aided  by  the  interim  aid 
bill,  which  have  never  been  at  war  with  us  or  which,  in  fact,  have 
been  our  allies.     Our  intention  was 

Mr.  Stefan.  You  included  Italy. 

Mr.  Claxton.  I  meant  to  say  France,  for  that  purpose.  We  have 
felt,  in  Austria  particularly,  the  reason  our  occupation  forces  have  con- 
tinued in  Austria  is  not  because  we  wish  it.  We  would  like  to  arrive 
at  a  treaty  with  Austria  as  eaiij  as  possible.  You  know  the  reasons 
we  have  not  arrived  at  a  treaty  with  Austria. 

Mr.  Case.  I  thought  you  said  you  were  trying  to  treat  Austria  as  a 
liberated  or  independent  country  the  same  as  France  or  Italy. 

Mr.  Claxton.  Correct. 

Mr.  Case.  And  that  is  true  of  the  agreement  with  France  and  Italy 
where  you  have  this  local  currenc}^  fund.  No.  1  under  that  is  the  use 
for  expenses  of  administration. 

iMr.  Claxton.  For  expenses  of  administering  the  aid  program; 
that  is  correct.  We  do  that  in  Austria  as  ^^ell  as  in  France,  but  in 
Austria,  unlike  France,  vre  also  have  a  military  government  adminis- 
tration, and  it  is  that  which  we  feel  is  imposed  on  the  Austrians  not 
through  our  own  desire  but  because  we  could  not  conclude  a  treaty 
with  the  other  interested  powers  and  withdraw  our  forces. 

]\Ir.  Case.  Even  if  that  be  so — and  part  of  this  program  is  to  be 
administered  by  the  mihtary — -to  the  extent  that  program  is  to  aid  in 
their  rehabilitation  program  and  you  are  asking  additional  money  for 
it  here,  it  is  on  all  fours  with  rehabilitation  in  the  other  countries,  is  it 
not — in  France  and  Italy? 

Mr.  Claxton.  I  think  I  see  that  point.  Yes;  as  I  understand  your 
point,  to  the  degree  ours  i^  the  same  kind  of  administrative  aid 
program,  it  would  be  similar  to  the  program  in  the  other  countries. 

Mr,  Case.  I  do  not  see  why  the  local  cmTencies  should  not  be  used 
to  pay  for  our  running  of  the  countries  and  other  locally  incmTed 
expenses. 

Mr.  Claxton.  But,  as  you  know,  a  large  part  of  the  military  govern- 
ment expenditures  and  a  great  man>  of  the  forces  in  Austria  are  not  in 
the  other  hberated  countries.  The  personnel  and  expenditm-es  there 
are  for  activities  not  directly  concerned  with  the  aid  program. 

Mr.  Case.  No;  I  do  not  know  that  with  respect  to  Austria.  In 
fact,  I  think  the  contrary  is  true.  Tlie  troops  we  have  in  Austria  are 
not  occupation  troops  in  the  ordinary  sense  but  are  administrative 
troops. 

Air,  Claxton,  I  think  that  is  correct,  but  they  are  engaged  in 
govermnental  activities  or  governmental  consulting  activities,  as  well 
as  direct  aid. 

75408 — 48— pt.  2 IS 


272 

Mr.  Stefan.  They  are  there  for  the  purpose  of  operating  the  rehef 
program  for  the  Department  of  State;  is  that  not  true? 

Air.  Claxton.  No,  sir. 

Mr.  Stefan.  Who  does  that? 

Mr.  Claxton.  We  have  occupying  forces  there  until  we  are  able  to 
conclude  a  treaty. 

Mr.  Case.  Even  if  they  did  not  administer  the  aid  program,  General 
Bommer  told  this  committee  and  told  the  Herter  committee  last  fall 
that  the  troops  in  Austria  were  not  occupation  troops  in  the  ordinary 
sense  and  were  not  performing  any  military  functions;  that  they  were 
there  in  an  administrative  capacity;  that  they  were  not  combat  troops. 

Mr.  Claxton.  I  think  that  is  true.  They  are  not  all  combat 
troops.  There  are  combat  forces  there,  but  they  are  not  involved  in 
this  discussion.  But  the.  administrative  activities  in  which  they 
engage  are  not  limited  to  relief;  there  are  other  activities  in  which  they 
engage  as  well.  There  is  the  Austrian  mission  on  which  General 
Keyes  sits,  and  there  are  consultations  with  the  Austrian  Government 
on  governmental  matters  other  than  relief  alone.  We  have  a  relief 
mission  under  the  interim-aid  agreement  whose  expenses  are  paid  as 
appropriate  out  of  the  schilling  receipts,  and  that  is  comparable  to  our 
mission  in  France  whose  expenses  are  also  paid  or  are  payable  out  of 
schilling  receipts. 

Mr.  Case.  Of  course,  if  this  committee  or  the  Congress  should  say 
these  locally  incurred  expenses  of  the  character  we  were  discussing 
this  morning  which  precipitated  this  point  were  to  be  paid  out  of  the 
local  currency  fund,  they  would  be  so  paid,  would  they  not? 

Mr.  Claxton.  Certainly,  sir;  if  the  Congress  directs.  But  I 
would  like  to  emphasize,  as  I  did  a  while  ago,  that  for  policy  reasons 
we  would  not  like  to  treat  Austria  or  to  require  Austria  to  pay  the 
expenses  of  our  occupation  forces  in  any  sense — not  only  because  we 
like  to  treat  Austria  as  a  liberated  country,  but  we  wish  to  set  the 
example  for  the  other  countries  occupying  Austria,  in  order  to  try  to 
get  them  to  bring  down  their  very  great  schilling  charges  against 
Austria. 

The  Chairman.  Thank  you. 

Colonel  Binns.  May  I  say  a  word  in  relation  to  what  Mr.  Claxton 
has  said? 

It  appears  there  is  some  conflict  in  thought  as  to  the  mechanics  of 
the  operation  of  certain  of  our  legislation.  I  would  like  to  point  out 
that  the  High  Commissioner,  who  represents  the  military  in  Austria, 
finds  that,  in  executing  the  agreements  which  he  has  to  execute,  he 
will  require  this  committee  to  furnish  funds  for  that  purpose,  and  if 
there  is  some  conflict  between  the  committee  and  the  State  Depart- 
ment, I  would  like  to  ask  that  he  not  be  placed  in  the  very  difficult 
position  of  being  without  funds  to  carry  out  the  mission  until  some 
agTeement  is  reached. 

The  Chairman.  It  is  not  any  agreement;  it  is  just  some  statement 
that  somebody  in  our  Government  has  made  without  any  authority. 
There  is  no  agreement  at  all;  there  is  no  authority  for  it.  We  all 
know  that.     There  is  no  use  kidding  ourselves  about  it. 

Mr.  Case.  Suppose  this  committee  said  there  is  to  be  one  agency 
to  administer  this  combined  program  in  Austria — ^what  has  been  pre- 
sented here  by  GARIOA  and  what  has  been  presented  by  EGA. 
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How  would  you  differentiate  as  between  what  administrative 
expenses  were  incurred  under  one  part  and  what  under  the  other? 

Colonel  BiNNs.  Then  I  would  suggest  that  the  administration  be 
directed  to  follow  the  agreement  the  State  Department  has  worked 
out  in  Austria  rather  than  the  agreement  required  of  the  Army. 

Mr.  Claxtox.  I  think  the  terms  of  the  EGA  Act  would  probably 
indicate  that  the  aid  to  be  given  under  EGA  would  be  carried  out 
through  the  EGA  itself  rather  than  thi'ough  another  administration, 
except  by  agreement  between  the  EGA  and  another  department. 

Air.  Gase.  Of  course,  Gongress  may  have  some  ideas  as  to  whether 
it  wants  to  set  up  two  administrative  agencies  in  Austria,  too. 

Mr.  Glaxtox.  If  I  may  say  again,  there  are,  of  course,  two  admin- 
istrative agencies  in  Austria  now  which  do  not  duplicate  functions 
out  which  work  together.  There  has  been  interim  aid  as  a  post- 
UNRRA  aid  organization,  and  then  there  is  the  interim  aid  organiza- 
tion for  which  Congress  was  very  specific  in  setting  out  its  organiza- 
tion and  requiring  an  agreement  and  stating  what  the  terms  of  the 
agreement  should  be.  Such  an  agreement  has  been  entered  into  with 
Austria,  and  there  is  a  mission  there  working  in  closest  collaboration 
with  General  Keyes,  our  military  commander. 

Mr.  Case.  Do  not  you  believe  if  you  were  the  representative  of  the 
Austrian  Government  and  an  aid  program  were  offered  by  the  United 
States  that  involved  what  this  does  by  way  of  benefits  to  Austria, 
that  even  if  there  were  an  agreement  in  existence  which  provided  we 
should  pay  dollars  for  our  locally  incurred  costs,  if  we  suggested  that 
for  the  new  program  or  the  continued  program — whichever  you  want 
to  call  it — the  locally  incurred  cos^s  should  be  paid  out  of  the  local 
currency  fund,  you,  as  the  representative  of  the  Austrian  Govern- 
ment, would  be  pleased  to  modify  the  previous  agreement  in  order  to 
have  the  program  continued? 

Mr.  Claxtox.  It  is  a  little  difficult  for  me  to  say  what  I  would  say 
as  the  representative  of  the  Austrian  Government  under  the  circum- 
stances, but  I  think  from  the  standpoint  of  our  Government  we  would 
not  want  to  charge  the  Austrian  Government  with  the  expenses  of 
our  occupation.  We  would  be  willing,  of  course,  to  make  an  agree- 
ment with  the  Austrian  Government  for  the  payment  of  the  costs  of 
the  aid  program  in  schillings,  but  I  think  that  is  already  in  contem- 
plation, and  that  is  what  has  been  done  in  the  past. 

Mr.  Case.  Now,  you  are  going  back  to  the  other  proposition  that 
our  troops  in  there  are  really  occupation  troops  rather  than  adminis- 
tration troops,  and  that  is  not  what  General  Bommer  told  our  com- 
mittee. 

Mr.  Claxtox.  No,  sir.  I  said  that  certainly  we  are  not  an  occupa- 
tion army  as  we  are  in  Germany,  but" the  administrative  activities  are 
not  limited  to  relief  but  deal  with  other  questions,  such  as  advice,  for 
instance,  on  government  finances  or  missions  finances  or  all  of  the 
many  other  activities  we  have  besides  relief. 

Mr.  Case.  Well,  the  same  character  of  program  is  being  carried  on 
in  Italy  by  the  relief  administration. 

Mr.  Claxtox.  No;  I  do  not  believe  the  same  principle  would  apply 
in  Italy,  as  that  has  been  one  of  the  kinds  of  programs  which  we  are 
carrying  on  through  our  military  government. 

The  Chairman.  Thank  you. 
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Tuesday,  Febeuary  3,  1948. 
INTERNATIONAL  REFUGEE  ORGANIZATION 

STATEMENTS  OF  CHARLES  E.  SALTZMAN,  ASSISTANT  SECRETARY 
OF  STATE,  UGO  CARUSI,  CONSULTANT  TO  THE  SPECIAL  ASSIST- 
ANT FOR  OCCUPIED  AREAS,  AND  HERBERT  A.  FIERST,  SPECIAL 
ASSISTANT  TO  THE  ASSISTANT  SECRETARY  FOR  OCCUPIED 
AREAS 

Mr.  Stefan.  We  have  Assistant  Secretary  Saltzman,  Mr.  Carusi, 
and  Mr.  Fierst  to  justify  the  appropriations  for  the  United  States, 
participation  in  the  International  Refugee  Organization.  Each  one 
of  the  members  has  a  copy  of  the  appropriation  justifications  here. 
This  is  an  amendment  to  the  budget  which  was  not  in  the  regular 
budget.  You  had  $71,073,900  for  1948,  and  the  estimate  for  1949  is 
$70,710,228.     This  is  part  of  the  over-all  IRO  budget  of  $155,027,058. 

JUSTinCATION    OF   THE    ESTIMATE 

We  will  put  in  the  record  at  this  time  this  entire  break-down  which 
you  have  in  your  hands. 

(The  matter  referred  to  is  as  follows:) 

United  States  Participation  in  International  Organizations 

International  Refugee  Organization 

1948  appropriation $71,  073,  90D 

1949  estimate 70,  710,  228. 

Decrease 363,  672 

Purposes  and  functions 

The  preamble  of  the  constitution  of  the  International  Refugee  Organization 
(IRO)  provides  as  follows: 

"The  governments  accepting  this  constitution, 
"Recognizing: 

"That  genuine  refugees  and  displaced  persons  constitute  an  urgent  problem 
which  is  international  in  scope  and  character; 

"That  as  regards  displaced  persons,  the  main  task  to  be  performed  is  tO' 
encourage  and  assist  in  every  way  possible  their  early  return  to  their  country 
of  origin; 

"That  genuine  refugees  and  displaced  persons  should  be  assisted  by  inter- 
national action,  either  to  return  to  their  countries  of  nationality  or  former 
habitual  residence,  or  to  find  new  homes  elsewhere,  under  the  conditions  pro- 
vided for  in  this  constitution :  or  in  the  case  of  Spanish  Republicans,  to  estab- 
lish themselves  temporarily  in  order  to  enable  them  to  return  to  Spain  when 
the  present  Falangist  regime  is  succeeded  by  a  democratic  regime; 

"That  resettlement  and  reestablishment  of  refugees  and  displaced  persons 
be  contemplated  only  in  cases  indicated  clearly  in  the  constitution; 

"That  genuine  refugees  and  displaced  persons,  until  such  time  as  their 
repatriation  or  resettlement  and  reestablishment  is  effectively  completed, 
should  be  protected  in  their  rights  and  legitimate  interests,  should  receive 
care  and  assistance  and,  as  far  as  possible,  should  be  put  to  useful  employ- 
ment in  order  to  avoid  the  evil  and  anti-social  consequences  of  continued 
idleness;  and 

"That  the  expenses  of  repatriation  to  the  extent  practicable  should  be 

charged  to  Germany  and  Japan  for  persons  displaced  by  those  powers  from 

countries  occupied  by  them: 

"Have  agreed  for  the  accomplishment  of  the  foregoing  purposes  in  "the  shortest 

possible  time  to  establish  and  do  hereby  establish,  a  nonpermanent  organization! 
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called  the  International  Refugee  Organization,  a  specialized  agency  to  be  brought 
into  relationship  with  the  United  Nations  " 

The  functions  of  the  Organization  as  expressed  in  article  2  of  the  Constitution 
are:  Repatriation;  identification,  registration,  and  classification;  care  and  assist- 
ance; legal  and  political  protection;  transport;  and  resettlement  and  rt'cstablish- 
ment,  in  countries  able  and  willing  to  receive  them,  of  persons  who  are  the  con- 
cern of  the  Organization.     Such  functions  are  to  be  exercised  with  a  view: 

1.  To  encouraging  and  assisting  in  every  way  possible  the  early  return  to  their 
country  of  nationality,  or  former  habitual  residence,  of  those  persons  who  are 
the  concern  of  the  Organization,  having  regard  to  the  principles  laid  down  iu 
the  resolution  on  refugees  and  displaced  persons  adopted  by  the  General  Assembly 
of  the  United  Nations  on  February  12,  194G  (Annex  III)  and  to  the  principles 
set  forth  in  the  Preamble,  and  to  promoting  this  by  all  possible  means,  in  partic- 
ular by  providing  them  with  material  assistance,  adequate  food  for  a  period  of 
3  months  from  the  time  of  their  departure  from  their  present  places  of  residence 
provided  they  are  returning  to  a  country  suffering  as  a  result  of  enemy  occupation 
during  the  war,  and  provided  such  food  shall  be  distributed  under  the  auspices 
•of  the  Organization;  and  the  necessary  clothing  and  means  of  transportation  and 

2.  With  respect  to  persons  for  whom  repatriation  does  not  take  place  under 
paragraph  1  (a)  of  this  Article,  to  facilitating:  (a)  Their  reestablishment  iu 
countries  of  temporary  residence;  (b)  the  emigration  to,  resettlement  and  reestab- 
lishment in  other  countries  of  individuals  or  family  units;  and  (c)  as  may  be 
necessary  and  practicable,  within  available  resources  and  subject  to  the  relevant 
financial  regulations,  the  investigation,  promotion  or  execution  of  projects  of 
group  resettlement  or  large-scale  resettlement. 

3.  With  respect  to  Spanish  Republicans  to  assisting  them  to  establish  them- 
selves temporarily  until  the  time  when  a  democratic  regime  in  Spain  is  established 

Itemization  of  estimate 

Estimated  requirements  broken  down  by  activity  are  shown  in  the  table  which 
follows: 


Activity 

Estimate, 
1948 

Estimate, 
1949 

Increase  (+) 

or 
decrease  (— ) 

1.  United  States  contribution  to  International  Refugee  Organ- 
ization                                              .- 

$71, 024, 900 
44,063 

4,937 

$70, 643, 728 
66, 500 

-$381, 172 

"2    United  States  reoresentative  and  staff                _     

+22,  437 

3.  Salaries  of    delegates  and  alternates  to  General  Council 

-4, 937 

Total                              

71, 073, 900 

70,710,228 

-363, 672 

United  States  share  of  the  expenses  of  the  organization 

1948  estimate $71,024,900 

1949  estimate 70,  643,  728 

Decrease 381,  172 

The  General  Council  of  the  Preparatory  Commission  for  the  International 
Refugee  Organization  has  approved  a  budget  for  the  fiscal  year  1949  in  the  amount 
of  $155,027,058.  The  total  budget  for  the  fiscal  year  1949  is  broken  down  into 
two  parts:  (1)  administrative  budget  in  the  amount  of  $4,797,800  and  (2)  opera- 
tional budget  in  the  amount  of  $150,229,258. 

A  distribution  of  the  International  Refugee  Organization  budget  is  as  follows: 

Administrative  budget: 

Section  I.  General  Council  and  Executive  Committee $100,  000 

Section  II.  Headquarters 1,  748,  367 

Section  III.  Other  offices 2,  564,  433 

Section  IV.  International  tracing  service 385,000 

Subtotal 4,797,800 
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Operational  budget: 

Section  I.  Personnel  and  establishment  cost $8,  145,  204 

Section  II.  Purchase  and  maintenance  of  vehicles 3,  554,  229 

Section  III.  Care  and  maintenance 75,033,  175 

Section  IV.  Repatriation 2,  371,  650 

Section  V.  Resettlement 55,  980,  000 

Section  VI.  Local  reestablishment  loans 145,  000 

Section  VII.  Contingency  reserve 5,  000,  000 

Subtotal 150,229,258 

Total  budget 155,  027,  058 

The  United  States  share  of  the  expenses  of  the  International  Refugee  Organ- 
ization, based  on  a  contribution  of  45.75  percent  to  the  operational  budget  and 
a  contribution  of  39.89  percent  to  the  administrative  budget,  amounts  to 
$70,643,728.  The  total  United  States  share  of  the  expenses  of  the  International 
Refugee  Organization  for  the  fiscal  year  1949  in  the  amount  of  $70,643,728  was 
computed  as  follows: 

Administrative  budget  (39.89  percent  of  $4,797.800) $1,  913,  842 

Operational  budget  (45.75  percent  of  $150,229.258) 68,  729,  886 

Total 70,643,728 

The  apportionment  of  the  budget  among  the  members  for  the  fiscal  year  1949 
is  the  same  as  for  fiscal  year  1948  and  started  with  basic  agreement  that  the 
admmistrative  budget  should  be  apportioned  on  the  same  scale  as  the  appor- 
tionment of  the  budget  of  the  United  Nations.  Accordingly,  the  United  States 
is  obligated  to  pay  39.89  percent  of  the  Administrative  budget  of  the  Interna- 
tional Refugee  Organization.  The  operational  budget,  it  was  felt,  should  reflect 
a  little  more  closely  the  interest  of  the  diff"erent  countries  ill  the  problem.  Cer- 
tain adjustments  were  also  made  in  favor  of  countries  which  had  suffered  severe 
economic  and  financial  damage  as  a  result  of  the  war.  Accordingly,  the  United 
States  share  in  the  operational  budget  on  a  full  membership  basis  was  set  at 
45.75  percent. 

Scale  of  contributions  in  fiscal  year  1949 


Country 


Afghanistan 

Argentina 

Australia 

Belgium 

Bolivia 

Brazil 

Byelorussian   Soviet   So- 
cialist Republic 

Canada 

Chile 

China 

Colombia 

Costa  Rica 

Cuba 

Czechoslovakia 

Denmark 

Dominican  Republic 

Ecuador 

Egypt 

El  Salvador 

Ethiopia 

France 

Greece 

Guatemala 

Haiti  _ 

Honduras 

Iceland 

India , . . , 

Iran. 

Iraq 


Adminis- 
trative 
expenses 


Percent 
0.05 
1.85 
1.97 
1.35 
.08 
1.85 

.22 

3.20 
.45 

6.00 
..37 
.04 
.29 
.90 
.79 
.05 
.05 
.79 
.05 
.08 

6.00 
.17 
.05 
.04 
.04 
.04 

3.95 
.45 
.17 


Operating 
expenses 


Percent 
0.03 
1.50 
1.76 
1.00 
.07 
1.50 

.16 

3.50 
.39 

2.50 
.32 
.02 
.24 
.80 
.68 
.04 
.04 
.68 
.03 
.07 

4.10 
.15 
.04 
.02 
.02 
.02 

3.66 
.39 
.15 


Country 


Lebanon 

Liberia.  _ 

Luxemburg 

Mexico 

Netherlands 

New  Zealand 

Nicaragua. 

Norway 

Panama 

Paraguay 

Peru 

Philippine  Republic 

Poland 

Saudi  Arabia 

Sweden 

Syria 

Union  of  South  Africa 

Turkey 

Ukrainian  Soviet  Social- 
ist Republic 

LTnion  of  Soviet  Socialist 

Republics 

United  Kingdom 

United  States  of  America. 

Uruguay 

Venezuela 

Yugoslavia 

New  members 


Total. 


Adminis- 
trative 
expenses 


Percent 
.06 
.04 
.05 
.63 

1.40 
.50 
.04 
.50 
.05 
.04 
.20 
.29 
.95 
.08 

2.35 
.12 

1.12 
.91 

.84 

6.34 

11.48 

39,89 

.18 

.27 

.33 


100. 00 


Operating 
expenses 


Percent 

.05 
.02 
.04 
.54 
.90 
.44 
.02 
.44 
.04 
.02 
.17 
.24 
.61 
.07 

2.20 
.10 

1.00 
.88 

.62 

4.69 

14.  75- 

45.  75 

.15 

.23 

.23 

1.92 


100. 00 


United  States  Representative  and  Staff 

1948  estimate $44,  063 

1949  estimate 00,  500 

Increase 22,  437 

Authority 

Public  Law  146  under  section  3  authorized  to  be  appropriated  animally  funds 
for  the  payment  of  the  salaries  of  the  United  States  Member  of  the  Executive 
Committee,  his  alternate  and  appropriate  staff  as  well  as  other  costs  of  the  opera- 
tion of  his  office.  Section  2  of  the  act  provides  that  the  United  States  Representa- 
tive and  his  alternate  shall  be  entitled  to  receive  compensation  at  a  rate  not  to 
exceed  $12,000  per  annum. 

Functions 

The  United  States  Representative  to  IRO  will  require  a  small  staff  at  the  seat 
of  the  International  Refugee  Organization  to  perform  the  following  functions: 

1.  Present  and  further  in  the  Executive  Committee  of  the  IRO  the  views  and 
policies  of  the  United  States  Government; 

2.  Maintain  close  liaison  with  other  national  delegations  at  the  seat  of  the 
IRO; 

3.  Keep  the  State  Department  fully  informed  on  the  day-to-day  operations 
of  the  IRO  and  the  decisions,  plans,  and  long-range  programs  being  contemplated; 

4.  Aid  the  IRO  in  the  carrying  out  of  its  programs  and  functions;  and 

5.  Make  the  necessary  preparations  for  and  provide  supplemental  services  for 
the  United  States  Delegation  to  General  Council  meetings  of  the  IRO. 

Estimate 

Estimated  requirements  for  the  Office  of  the  United  States  Representative  are 
as  follows: 


1948 

1949 

Increase 

(+)or 

decrease 

(-) 

Num- 
ber 

Salary 

Num- 
ber 

Salary 

Personal  services: 
Salaries: 

United  State'!  Renresentative  to  IRO 

1 

$12,  000 

$12,  000 
9,975 
4,902 
3, 397 
2,645 

Sneoial  assistant 

\diTiinistr;it ivo  assistant 

1 

4,902 

Secretarial  assistant  to  United  States  Representative. 

1 

2,645 

3 

19,547 
9,156 

5 

32,  919 
15, 057 

Allowanops 

Not  total   nersonal  services 

28,  703 
4,510 

47,  976 
2,901 

Deduct  laose 

Total,  personal  services               -         -' -                 

24, 193 

45, 075 

-|-$20, 882 

Other  objects: 

Travel              

7, 370 
3,500 
2,500 
3,000 

500 
1,500 

5C0 
1,000 

8,675 
2,500 
2,500 
4,  .500 

500 
2,000 

750 

-1-1, 305 

Transportation  of  things 

-1,000 

Communication  services              -_  -- 

Rents  and  utility  services 

-1-1,500 

Printing  and  binding                 . .  _  . 

Other  contractual  services .. .     

-1-500 

Supplies  and  materials                              -  -          -  _  _ 

+2M 

KQuipnient 

-1,000 

Total,  other  objects 

19,  870 

21,425 

-1-1,  555 

Grand  total 

44,063 

66,500 

-f  22,  437 

Personal  services. — Provision  was  made  for  a  staff  of  three  persons  for  the  fiscal 
year  1948.  For  the  fiscal  year  1949,  it  is  proposed  that  the  staff  be  increased 
by  two  persons.  In  veiw  of  the  substantial  United  States  contribution  to  IRO 
and  the.  fact  that  the  United  States  will  be  the  source  of  a  considerable  quantity 
of  supplies  needed  by  IRO  for  care  and  maintenance  of  displaced  persons,  it  is 
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desirable  that  a  apecial  assistant  on  matters  of  finance,  supply  and  administra- 
tion be  added  to  the  staff  of  the  United  States  representative  to  IRO.  An 
additional  secretarial  assistant  will  also  be  required. 

Travel. — The  amoiuit  estimated  provides  for  (1)  transportation  of  additional 
staff  members  to  the  seat  of  the  IRO;  (2)  special  trips  for  consultation  in  Wash- 
ington by  the  United  States  representative  and  the  special  assistant;  and  (3) 
travel  between  points  on  the  European  Continent. 

Transporation  of  things. — The  amount  estimated  provides  for  (1)  transportation 
of  the  family  and  effects  of  an  additional  staff  member  to  the  seat  of  the  IRO; 
and  (2)  transportation  of  reports,  materials,  equipment,  et  cetera,  to  and  from  the 
seat  of  the  IRO  and  the  United  States. 

Communication  services. — The  amovuit  estimated  provides  for  postage,  cable, 
long-distance  and  local  telephone  facilities  at  an  approximate  cost  of  $200  per 
month  except  during  the  peak  months  while  the  General  Council  is  meeting, 
which  are  estimated  at  $250  per  month. 

Rents  and  utility  services. — -The  amount  estimated  provides  for  the  space  and 
necessary  utility  services  at  the  seat  of  the  IRO  at  an  approximate  cost  of  $375 
per  month. 

Printing  and  binding. — The  amount  estimated  provides  for  the  costs  of  printing 
reports  to  Congress  on  the  activities  and  accomplishments  of  the  IRO. 

Other  contractual  services. — The  amount  estimated  provides  for  (1)  entertain- 
ment allowances;  and  (2)  other  miscellaneous  contractual  services. 

Supplies  and  materials. — The  amount  estimated  provides  for  the  purchase  of 
necessary  supplies  and  materials  for  the  staff  of  five  persons. 

Mr.  Stefan.  I  would  like  to  annoimce  again  that  I  insist  upon  the 
rule  of  the  committee,  without  wanting  to  cause  any  embarrassment 
to  anyone.  The  room  is  small,  and  the  air  conditioning  is  only  suited 
to  a  small  number  of  people.  I  would  appreciate  it  if  you  would  bring 
in  only  those  witnesses  who  are  going  to  testify  on  specific  items. 
That  is  according  to  the  rule  which  was  set  by  the  committee. 

Mr.  Secretary,  are  you  going  to  justify  this  item? 

Mr.  Saltzman.  Yes  I  am,  Mr.  Chairman. 

Mr.  Stefan.  Do  you  have  a  general  statement  on  this? 

Mr.  Saltzman.  I  have  a  general  statement;  I  should  like  to  request 
that  it  be  put  in  the  record. 

Mr.  Stefan.  Yes,  if  you  please. 

GENERAL    STATEMENT 

Mr.  Saltzman.  I  am  appearing  before  you,  Mr.  Chairman,  in  sup- 
port of  an  appropriation  for  the  fiscal  year  1949  in  the  amount  of 
$70,710,228  for  the  Department  of  State  to  permit  United  States  to 
continue  its  participation  in  the  International  Refugee  Organization. 
The  Congress  provided  for  membership  and  participation  by  the 
United  States  in  the  International  Refugee  Organization  in  the  act  of 
July  1,  1947  (Public  Law  146),  and  authorized  a  maximum  appropri- 
ation of  $73,500,000  for  the  fiscal  year  1948. 

The  sum  requested  for  the  fiscal  year  1949  was  included  in  the 
President's  original  budget  estimates.  An  amendment  to  the  State 
Department  appropriation  request  was  sent  forward  under  the  Presi- 
dent's signature  on  February  2,  1948,  in  the  amount  of  $70,710,228, 
which  covered  our  contribution  to  the  International  Refugee  Organi- 
zation in  the  amount  of  $70,643,728  and  costs  connected  with  the 
maintenance  of  a  small  office  at  the  headquarters  in  Geneva  in  the 
amount  of  $66,500. 

The  IRO  is  a  specialized  agency  of  the  United  Nations  charged  v.ith 
the  responsibility  of  repatriating  and  resettling  refugees  and  displaced 
persons  and  of  caring  for  them  mi  til  their  repatriation  or  resettlement 
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can  be  accomplished.  The  Organization  under  its  constitution  will 
come  into  beijig  when  15  governments  have  ratified,  whose  allocated 
contributions  total  75  percent  of  the  adopted  budget.  Twelve  govern- 
ments have  completed  their  ratifications: 

Australia  France  Norway 

Canada  Guatemala  NeT>-  Zealand 

China  Iceland  United  Kingdom 

Dominican  Republic  Netherlands  United  States 

Legislative  action  has  been  completed  in  Belgium,  which  is  expected 
to  deposit  its  instrument  of  ratification  immediately.  Including  the 
ratification  of  Belgium,  the  contributions  of  members  will  total 
75.24  percent  of  the  budget.  The  adherences  of  two  additional 
governments  are  required  to  activate  the  Organization,  and  are  ex- 
pected shortly. 

In  the  meantime  the  Preparatory  Commission  for  the  International 
Refugee  Organization  (PCIRO),  established  under  an  interim  agree- 
ment adopted  by  the  United  Nations,  undertook  operations  with 
respect  to  displaced  persons  on  July  1,  1947,  on  which  date  UNRRA 
and  the  Intergoverimiental  Committee  on  Refugees  ceased  their 
operations  on  behalf  of  DP's.  At  the  same  time,  PCIRO  relieved  the 
United  States  Army  of  occupation  of  the  burden  of  care  and  main- 
tenance. The  Preparatory  Commission  consists  of  20  governments 
which  have  ratified  the  constitution  of  IRO  or  have  signified  their 
intention  to  do  so  by  signing  the  constitution  ad  referendum: 

Argentina  France  New  Zealand 

Australia  Dominican  Republic  Norway 

Belgium  Guatemala  Panama 

Bolivia  Honduras  Peru 

Brazil  Iceland  United  Kingdom 

Canada  Liberia  United  States 

China  Netherlands 

Under  section  5  (Public  Law  146),  the  Secretary  of  State  was 
authorized  to  make  advance  contributions  to  the  Preparatory  Com- 
mission for  the  IRO  between  July  1,  1947,  and  the  coming  into  force 
of  the  constitution  of  the  Organization  at  a  rate  not  to  exceed  one- 
twelfth  per  month  of  the  United  States  contribution  to  the  Organiza- 
tion. Under  this  provision  of  Pubhc  Law  146,  $29,774,967  has  been 
paid  by  the  Secretary  of  State  to  the  Preparatory  Commission  out  of 
the  1948  appropriation  for  this  purpose.  Of  this  amount,  $21,174,967 
was  in  cash  to  PCIRO;  $8,600,000  was  transferred  to  the  Department 
of  the  Arm}^  for  procurement  of  supplies.  The  balance  due  PCIRO 
through  monthly  installments  of  the  United  States  contribution  for 
the  6-month  period  ending  December  31,  1947,  has  been  earmarked 
by  PCIRO  for  transfer  to  the  Army  Department  in  reimbursement 
for  Army  procurement  of  PCIRO  supplies. 

As  of  November  30,  1947,  there  were  849,120  displaced  persons  in 
the  three  western  zones  of  Germany  and  Austria  and  in  Italy.  Of 
these  623,731  require  care  and  maintenance  in  camps,  and  225,389 
are  living  out  of  camps  in  the  communities. 

The  question  has  frequently  been  raised  as  to  the  willingness  and 
ability  of  the  displaced  persons  to  work.  Data  recently  supplied  by 
the  United  States  military  authorities  show  that  more  than  60  percent 
of  the  displaced  persons  under  United  States  control  are  employable 
and  that  in  the  United  States  zone  of  Germany  70  percent  of  the 
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employables  are  engaged  in  useful  work.  The  balance  are  not  em- 
ployed chiefly  because  of  the  lack  of  work  opportunities  in  the  areas 
where  they  are  housed.  In  Austria  displaced  persons  are  subject  to 
the  compulsory  labor  laws  of  the  Austrian  Government. 

The  extent  to  which  the  displaced  persons  population  is  increasing 
or  decreasing  is  also  a  matter  of  interest.  Over-all  displaced  persons 
figm-es  showed  a  net  drop  of  188,000  from  December  31,  1946,  to 
November  30,  1947.  There  was  one  new  movement  of  18,000  Jews 
from  Rumania  into  Austria  during  the  summer  of  1947.  This  move- 
ment ceased  in  October  1947  when  tighter  border  controls  were  imposed 
on  the  Hungarian-Rumanian  border.  By  military  order  no  displaced 
persons  were  admitted  to  assembly  centers  in  the  United  States  zones 
of  occupation  after  April  21,  1947,  except  on  a  hardship  basis  total- 
mg  4,000. 

The  Preparatory  Commission  has  been  repatriating  and  resettling 
refugees  and  displaced  persons  since  July  1,  1947.  Prior  to  that  date 
these  activities  were  carried  forward  by  UNRRA,  the  Intergovern- 
mental Committee  on  Refugees  and  the  occupying  military  authorities. 
In  the  11  months  from  January  1,  1947,  to  November  30,' 1947,  82,711 
displaced  persons  were  repatriated  to  their  home  countries  from 
Germany  and  Austria.  Resettlement  to  other  coim tries  in  1947 
approximated  115,000.  The  reduction  in  the  in-camp  population, 
which  reciuires  care  and  maintenance  by  the  Preparatory  Commission, 
has  been  from  794,735  reported  to  the  committee  in  July  1947  to 
623,731,  approximately  170.000.  The  Preparatory  Commission, 
pending  the  activation  of  IRO,  is  currently  moving  refugees  and  dis- 
placed persons  in  resettlement  to  Canada,  Brazil,  Venezuela,  England, 
Belgium,  France,  the  Netherlands,  and  Austraha.  These  movements 
have  gone  forward  either  under  PCIRO  agreements  with  these  coun- 
tries or  under  agreements  originally  negotiated  by  the  Intergovern- 
mental Committee  on  Refugees  which  were  taken  over  by  the  Pre- 
paratory Commission.  As  the  quotas  mider  the  agreements  are  filled, 
new  agreements  are  negotiated.  A  copy  of  the  report  of  a  special 
subcommittee  of  the  House  Committee  on  Foreign  Affairs  which 
made  an  exhaustive  study  of  the  oi'ganization  and  wOik  of  the  Pre- 
paratory Commission  last  summer  is  presented  with  this  statement 
for  the  information  of  the  committee. 

While  the  Preparatory  Commission  has  made  a  creditable  showing 
in  the  first  6  months  of  operation  ending  on  December  31,  1947, 
greater  results  are  expected  during  1948,  during  which  it  is  anticipated 
that  approximately  400,000  persons  can  be  resettled  and  70,000  re- 
patriated. The  Commission  has  now  completed  its  organization,  and 
operations  in  resettlements  are  gaining  momentum  month  by  month. 

The  total  budget  for  the  fiscal  year  1949  presented  by  the  Pre- 
paratory Commission  amounts  to  $155,027,058.  Of  this  amount  the 
administrative  budget  is  $4,797,800  and  the  operational  budget, 
$150,229,258.  The  allotted  share  of  the  United  States  to  the  admin- 
istrative budget  is  39.89  percent  or  $1,913,842.  The  United  States 
share  of  the  operational  budget  is  45.75  percent  or  $68,729,886.  The 
total  contribution  of  the  United  States  to  the  IRO  for  the  fiscal  year 
1949  is  $70,643,728. 

The  apportionment  of  the  budget  among  the  members  for  the  fiscal 
year  1949  is  the  same  as  for  the  fiscal  year  1948,  as  the  allocations  set 
down  in  the  constitution  of  IRO  remain  in  effect  until  the  General 
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Council  of  IRO  meets  and  amends  them.  No  change  in  present  allo- 
cations is  anticipated.  Allocations  to  members  of  contributions  to  the 
administrative  budget  are  apportioned  on  the  same  scale  as  the 
apportionment  of  the  budget  for  the  United  Nations.  Allocations 
to  the  operational  budget  reflect  more  closely  the  interest  of  the 
different  countries  in  the  problem  and  adjustments  rnade  in  favor  of 
countries  which  suffered  severe  economic  and  financial  (hunage  as  a 
result  of  the  war.  The  foregoing  percentages  of  contributions  are 
based  on  full  participation  in  the  IRO  by  all  the  members  of  the 
United  Nations.  To  the  extent  that  there  is  less  than  full  participa- 
tion, percentages  of  contribution  by  participating  countries  to  actual 
expenditures  by  IRO  would  be  higher,  although  their  total  dollar 
contribution  would  remain  the  same.  Membership  in  the  Organiza- 
tion does  not  obligate  the  United  States  in  any  way  to  make  a  con- 
tribution in  excess  of  the  allocated  percentage  of  the  budget.  Our 
contribution  in  terms  of  dollars  is  $70,643,728. 

The  Department  of  State  is  confident  that  the  IRO  will  be  fully 
activated  early  in  the  spring  of  1948  and  that  consequent  upon  this 
development  efforts  will  be  intensified  to  reduce  the  numbers  of  dis- 
placed persons  at  the  earliest  possible  time.  The  Department  is 
convinced  that  the  IRO  offers  the  only  practical  means  of  accomplish- 
ing tills  objective.  The  problem  is  international  in  character  and  can 
best  be  resolved  by  the  contributions  of  many  governments  acting 
together  through  the  IRO.  By  this  means  the  opportunities  of 
resettlement  will  be  increased  and  governments  other  than  those 
participating  in  the  occupation  of  Germany  and  Austria  will  make 
their  financial  and  other  contributions  to  the  reduction  of  the  numbers 
of  displaced  persons.  Were  the  United  States  Government  to  under- 
take responsibility  unilaterally  for  the  displaced  persons  in  the  United 
States  zones  of  occupation  the  cost  to  the  United  States  would  be 
appreciably  higher,  particularly  in  view  of  the  fact  that  approximately 
64  percent  of  the  displaced  pei-sons  in  occupied  areas  are  in  United 
States  zones  of  occupation.  Experience  within  the  past  6  months  of 
operation  of  the  Preparatory  Commission  has  confirmed  tlie  lore- 
going  conclusions. 

Since  the  end  of  the  war,  approximately  130,000  displaced  persons 
have  been  resettled  in  Latin  America,  Australia,  Canada,  England, 
and  the  western  European  countries.  Under  agree  nents  and  pro- 
grams still  in  effect  the  Preparatory  Commission  has  listed  opportuni- 
ties for  tlu'  resettlement  of  263,000  additional  displaced  persons  during 
the  calendar  year  1948.  It  is  also  expected  that  75,000  Jewish  refu- 
gees will  be  settled  in  Palestine  in  the  same  period.  These  results 
could  not  have  been  achieved  by  the  unilateral  action  of  the  United 
States  Government.  The  figures  represent  only  the  beginning  of  the 
movement  in  resettlement  which  will  increase  during  this  calendar 
year. 

Included  in  the  appropriation  request  is  an  amount  of  $66,500  to 
cover  the  cost  of  United  States  representation  at  the  meetings  of  the 
General  Council  and  the  Executive  Committee  of  IRO.  Experience 
to  date  has  also  indicated  the  necessity  of  maintaining  a  small  pro- 
fessional and  clerical  staff  at  the  seat  of  the  IRO  in  Geneva  to  present 
and  advance  United  States  views  and  policies  in  the  meetings  of  the 
Organization  and  directly  svith  the  administration.  The  Department 
of  State  has  the  important  obligation  to  insure  that  the  United  States 


2S2 


■i 


contribution  to  the  IRO  accomplishes  the  basic  objective  of  reducing 
the  numbers  of  displaced  persons  at  the  earliest  possible  time  and  with 
a  maximum  of  efiiciency.  This  will  require  close  liaison  with  the 
headquarters  of  the  Organization  in  order  that  United  States  policies 
with  respect  to  particular  groups  of  refugees  and  particular  areas  in 
which  refugees  are  present  may  be  conveyed  readily  to  the  adminis- 
tration, and  in  order  that  the  United  States  Government  may  assist 
the  IRO  in  achieving  its  objectives. 

The  Department  of  State  urges  that  prompt,  favorable  consideration 
be  given  by  this  committee  to  the  requested  appropriation.  This  will 
enable  the  Preparatory  Commission  and  the  General  Council  of  IRO 
to  plan  operations  confidently  for  the  fiscal  year  1948-49  and  par- 
ticularly to  increase  the  momentum  in  the  reduction  of  the  problem 
which  has  already  been  achieved.  Such  favorable  consideration  will 
also  stimulate  corresponding  action  by  other  member  governments  in 
making  their  contributions  to  IRO  for  the  second  year's  operations. 

Mr.  Stefan.  This  is  a  very  important  item,  the  entire  country  is 
interested  in  it,  and  I  would  like  to  have  a  good  summary. 

Mr.  Saltzman.  I  should  like  to  give  the  summary  now. 

Mr.  Stefan.  Then  you  may  proceed. 

Mr.  Saltzman.  I  am  appearing  before  you,  Mr.  Chairman,  as  you 
have  stated,  to  testify,  and,  if  I  may,  to  urge  this  appropriation, 
which  is  this  Nation's  share  of  the  contribution  for  the  International 
Refugee  Organization. 

This  contribution  by  the  American  Government  commends  itself 
for  several  reasons,  but  the  particular  one  that  I  want  to  b'-ing  out  this 
morning,  sir,  is  a  very  practical  one,  namely,  that  this  provides  a  means 
for  the  most  rapid  and  most  economical  solution  of  an  international 
problem  in  which  this  Government  actually  has  the  biggest  share  of 
responsibility.  P 

NUMBER    OF    DISPLACED    PERSONS    ON    HANDS    OP    ALLIED    OCCUPATION 

TROOPS  AT  END  OF  WAR 

The  committee  will  recall  that  at  the  end  of  the  war  the  Allied 
occupation  troops  in  western  Europe  had  approximately  8,000,000 
displaced  persons  on  their  hands. 

Mr.  Stefan.  Where  was  that,  Mr.  Secretary? 

Mr.  Saltzman.  In  the  portions  of  Europe  occupied  by  the  Allies, 
western  Europe,  less  the  portion  occupied  by  the  Soviet  Union. 

Mr.  Stefan.  How  many? 

Mr.  Saltzman.  They  had  on  their  hands  approximately  8,000,000 
displaced  persons. 

They  got  to  work  resettling  and  repatriating  that  enormous  number 
of  people,  and  they  have  up  to  the  present  time  repatiiated  and  re- 
settled approximately  7,000,000  3f  them.  There  remain  about  850,000 
who  are  generally  loiown  as  the  hard  core,  which  means  that  these  are 
people  who  are,  for  all  practical  purposes,  not  repatriable.  They 
cannot  go  back  to  the  countries  of  their  origin  either  because  they 
know  they  will  be  persecuted  if  they  do,  or  they  wUl  lose  theh*  lives, 
or  else  they  are  so  entirely  out  of  sympathy  with  the  political  regimes 
now  obtaining  in  those  countries  that  they  would  undergo  great 
mental  anguish,  or  even  persecution,  if  they  went  back  to  the  country 
of  their  origin. 
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AUTHORITY  AND  WORK  OF  IRO 


The  International  Refugee  Organization  is,  as  you  know,  an 
international  body  which  was  authoi'ized  al)OUt  a  year  ago  to  take  over 
the  job  of  caring  for  and  maintaining  these  displaced  persons  and 
arranging  for  their  resettlement  and  repatriation. 

Originally  the  job  of  caring  for  them  and  maintaining  them  and 
effecting  their  repatriation  and  resettlement  was  done  by  the  occupy- 
ing forces  of  the  various  Allies.  Later  on  UNRIIA  and  the  Inter- 
national Committee  for  Refugees  undertook  various  aspects  of  that  job. 

When  the  International  Refugee  Organization  was  authorized  and 
the  Preparatory  Commission  for  it  was  actually  set  in  motion  on  the 
1st  of  last  July,  it  gathered  up  this  whole  job  of  the  care  and  mainte- 
nance and  repatriation  and  resettlement;  and  the  whole  responsibility 
is  now  in  the  hands  of  this  one  international  organization,  the  Inter- 
national Refugee  Organization. 

Its  budget,  which  has  been  mentioned  by  the  chairman,  is  a  budget, 
all  of  which  is  needed  for  the  care,  maintenance,  and  repatriation  and 
resettlement  job  during  the  year  for  which  it  is  planned.  They  can 
use  more  money  than  that  and  obviously  they  can  use  all  of  that. 
They  have  in  hand  resettlement  opportunities  which  will  require  the 
use  of  all  of  the  money.  The  more  money  they  get  the  faster  this 
job  can  be  done.  The  people  have  got  to  be  resettled,  and  the  faster 
they  are  resettled  the  faster  their  care  and  maintenance  is  over;  and 
it  is  for  that  reason  that  I  said  at  the  beginning  of  my  summary  that 
this  is  the  most  practical,  the  fastest,  and  the  most  economical  way 
for  the  United  States  to  participate  in  this  program. 

I  ought  here  to  point  out  that  of  the  DP's  remaining,  about  64  per- 
cent of  the  displaced  persons  in  the  occupation  zones  of  Germany  and 
Austria  are  in  our  occupation  zones. 

I  ought  also  to  point  out  that  in  the  fiscal  year  1947  the  direct  cost 
of  the  United  States  Government  in  connection  with  displaced  persons, 
as  testified  last  year  by  my  predecessor,  was  in  the  vicinity  of  $130,- 
000,000,  which  is  a  good  deal  more  than  the  proposed  contribution 
which  is  before  you  at  this  time. 

NUMBER    OF    DISPLACED    PERSONS    REMAINING    IN    GERMANY,    AUSTRIA, 

AND  ITALY 

Mr.  Stefan.  Mr.  Secretary,  I  cannot  reconcile  in  my  own  mind 
your  figures  with  the  figures  given  by  General  Clay  and  some  other 
witnesses  who  came  before  us  and  testified  on  appropriations  for  relief 
in  occupied  areas,  and  the  people  who  came  before  us  for  interim  food 
relief.     You  say  there  are  850,000  people  that  you  are  dealing  wnth? 

Mr.  Saltzman.  That  is  the  total  number  of  displaced  persons 
remaining  in  GeiTuany,  Austria,  and  Italy. 

Mr.  Stefan.  They  told  us  that  850,000  would  perhaps  be  DP's, 
and  that  they  had  from  3,000,000  to  6,000,000  expehees.  ^^^lat  is  the 
difference  between  expellees  and  DP's? 

Mr.  Saltzman.  A  displaced  person,  Mr.  Chairman,  for  the  purpose 
of  your  question,  is  an  individual  who  is  now  not  in  the  country  of  his 
origin,  but  who  is  in  the  occupied  zones  of  Germany  or  in  Austria  or 
in  Italy  due  to  the  fact  that  he  was  forcibly  driven  there  by  the  Axis 
Powers,  or  else  took  refuge  there  later. 
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Mr.  Stefan.  And  if  some  of  them  were  to  go  back  from  where  they 
came  they  would  probably  be  killed? 

Mr.  Saltzman.  That  is  right.  Mr.  Chairman,  do  you  wish  me  ta 
explain  expellees  to  you  for  the  benefit  of  the  committee? 

Mr.  Stefan.  Yes.     You  are  talking  now  about  850,000  DP's? 

Mr.  Saltzman.  Eight  hundred  and  fifty  thousand  DP's  only, 

Mr.  Stefan.  Are  they  in  camps? 

Mr.  Saltzman.  About  three-fourths  of  them  are  in  camps,  and  the 
others  are  not  in  camps.  They  are  living  in  communities  in  Germany 
and  Austria. 

CARE    and    maintenance    OF    DISPLACED    PERSONS    BY    I.    R.    O. 

Mr.  Stefan.  Let  us  finish  the  DP's  first,  and  then  go  to  the  expel- 
lees, if  you  do  not  mind,  Mr.  Secretary.  We  are  going  to  be  asked  a 
lot  of  questions  about  this  item,  because  there  has  been  a  bill  intro- 
duced to  bring  into  our  country  a  large  number  of  those  people. 
There  are  a  lot  of  people  who  are  interested  in  that  bill,  and  members 
are  being  bombarded  at  home  to  do  something  about  expellees'.  As 
this  part  of  our  work  is  heavy  on  these  international  refugees  we  want 
to  know  what  you  are  really  doing  here.  You  have  850,000  people 
that  you  are  aiding  there  by  maintaining  them  and  feeding  them  in 
camps  as  displaced  persons,  is  that  correct? 

Mr.  Saltzman.  That  is  correct. 

Mr.  Stefan.  Tell  us  what  we  do  for  them  with  this  money.  You 
do  not  have  anything  to  do  with  the  expellees? 

Mr.  Saltzman.  No,  sir. 

Mr.  Stefan.  There  are  850,000  DP's,  and  this  $70,000,000,  which 
is  our  contribution  to  the  IRO  deals  with  DP's  only,  displaced  persons 
only? 

Mr.  Saltzman.  That  is  correct. 

Mr.  Stefan.  Some  of  whom  are  in  camps,  and  some  of  whom  are 
not  in  camps.  ^Miat  do  vou  do  for  those  850,000  people  out  of  the 
total  of  $155,000,000? 

Mr.  Saltzman.  The  850,000  people  represent  the  total  number  of 
displaced  persons  in  Germany,  Austria,  and  Italy  in  the  charge  of  the 
International  Refugee  Organization.  The  International  Refugee 
Organization  does  tw^o  main  things  for  them;  it  provides  care  and 
maintenance  for  them. 

Mr.  Stefan.  Care  and  maintenance? 

Mr.  Saltzman.  Yes,  srr;  care  and  maintenance. 

Mr.  Stefan.  \^Tiat  kind  of  care  and  maintenance? 

Mr.  Saltzman.  A  place  to  live  and  food  to  eat,  and  the  essentials 
of  life. 

Mr.  Stefan.  If  the}^  are  located  in  the  American  zone  of  occupa- 
tion, as  an  illustration,  in  Germany,  would  they  also  be  taken  care  of 
by  the  money  that  we  provide  for  the  United  States  Army  to  feed 
those  in  the  occupied  areas? 

Air.  Saltzman.  No,  sir. 

Mr.  Stefan.  In  addition  to  what  you  are  doing? 

Mr.  Saltzman.  No,  sir. 

Mr.  Stefan.  All  right ;  go  ahtad  and  teU  us  what  you  do  for  them; 
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PROVISION  FOR  REPATRIATION   AND  RESETTLEMENT  OF  DISPLACED 

PERSONS 

jVIr.  Saltzman.  The  second  thing  the  International  Refugee 
Organization  does  for  them  is  to  arrange,  as  rapidly  as  it  can  under 
the  circumstances,  for  their  repatriation  and  for  their  resettlement. 
During  the  period,  for  example,  from  the  1st  of  January  1947  to 
November  30,  1947,  some  82,000  displaced  persons  were  repatriated, 
and  approximately  115,000  of  them  were  resettled  in  other  countries 
than  the  countries  of  origin. 

Mr.  Stefan.  Eighty-two  thousand  were  sent  back  home,  and 
one  hundred  and  fifteen  thousand  went  where? 

Air.  Saltzman.  They  went  to  various  countries,  largely  to  the 
countries  of  western  Em'ope.  If  you  wish  a  break-down  I  can  give  it 
to  you. 

Mr.  Stefan.  Yes. 

Mr.  Saltzman.  The  largest  group  w^ent  to  England,  30,000,  24,000 
to  Belgium,  and  18,000  to  the  United  States  under  the  President's 
directive. 

Mr.  Stefan.  Like  those  people  up  in  New  York  State? 

Mr.  Saltzman.  No.  These  are  displaced  persons  wdio  qualify 
under  the  regular  immigration  laws. 

Mr.  Carusi.  You  are  referring  to  the  group  that  w^as  at  Oswego, 
N.  Y? 

Mr.  Stefan.  That  is  right. 

Mr.  Carusi.  What  happened  there  was  that  during  the  war  repre- 
sentations were  made  to  President  Roosevelt  from  the  military 
authorities  in  Italy  that  these  persons  who  were  impeding  the  move- 
ments of  the  Allied  armies  in  Italy  should  be  removed,  that  they  were 
in  the  way,  and  they  should  be  brought  here  for  temporary  super- 
vision until  the  situation  got  less  difficult,  and  the  President  then 
assured  Congress  that  it  was  a  temporary  measure,  and  they  would 
be  returned  as  soon  after  the  cessation  of  hostilities  as  was  feasible. 

Then,  with  the  conclusion  of  the  war,  preparations  were  being  made 
to  have  them  retm'ned  to  Europe,  and  just  about  that  time  it  was 
determined  by  President  Trum.an  that  the  policy  should  be  to  assist 
refugees,  these  displaced  persons,  and  to  enable  som.e  of  them  to  come 
to  the  United  States  under  the  quota.  Then,  in  his  directive  he 
mentioned  this  Oswego  group  and  said  he  did  not  see  the  practica- 
bility of  bringing  in  new  ones  from  abroad,  and  at  the  same  time 
sending  others  back  to  Europe.  They  started  out  being  a  few  more 
than  1,000,  but  some  went  back,  reducing  the  number  to  about  800 
or  900,  and  he  thought  if  we  were  bringing  in  displaced  persons  from 
abroad  we  might  as  well  keep  the  ones  here  that  we  had  and  bring 
in  that  many  less  from  abroad.  Those  people  went  across  to  Canada 
to  fulfill  the  requirements  of  the  immigration  laws,  and  then  came 
back  under  the  quota. 

Mr.  Stefan.  Referring  to  these  other  22,000  who  came  in  imder 
this  program,  how  did  they  come  over? 

Mr.  Carusi.  By  being  issued  visas  in  Germany,  Austria,  and  Italy 
under  the  quota. 

Mr.  Stefan.  Does  that  account  for  the  total  number  that  you 
have  taken  across? 
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Mr.  Saltzman.  Yes,  sir.  I  was  picking  out  the  largest  numbers 
first.  I  mentioned  Belgium,  24,000;  England,  30,000;  United  States, 
18,000;  France,  16,000;  Venezuela,  6,000;  Argentina,  3,200;  Canada, 
7,300;  French  North  Africa,  1,000;  the  Netherlands,  1,500;  Paraguay, 
2,300;  Norway,  400;  and  Australia,  853. 

Mr.  Stefan.  Argentina  did  not  take  as  many  as  we  thought  they 
were  going  to  take.  There  was  so  much  said  about  it  in  the  papers, 
I  thought  there  were  thousands  of  them  down  there. 

Mr.  Gary.  The  worst  part  of  that  situation  is  that  the  other  nations 
very  carefully  selected  the  DP's  they  have  taken  in  and  picked  them 
for  various  purposes,  for  farming  and  for  various  other  industries  in 
which  they  had  a  shortage  of  manpower,  whereas  the  ones  that  we 
have  brought  in  have  been  brought  in  without  any  selection  at  all. 
They  have  come  in  under  the  regular  immigration  laws. 

Mr.  Stefan.  They  skimmed  the  cream  off. 

Mr.  Gary.  That  is  right.  That  is  no  criticism  of  the  other  nations. 
It  is  a  criticism  of  us,  because  we  did  not  do  something  about  it.  If 
we  are  going  to  take  in  DP's  we  should  provide  for  selection. 
Congress  has  never  taken  any  action  to  set  up  standards  for  their 
admission. 

ADMINISTRATION    OF    DISPLACED    PERSONS    CAMPS 

Mr.  Stefan.  Mr.  Secretary,  again  going  back  to  the  850,000  that 
you  have  referred  to,  and  that  you  work  with,  what  else  do  you  do 
for  them?     Do  you  police  them  and  administer  them? 

Mr.  Saltzman.  Yes,  sir;  the  entire  administration  of  the  camps  is 
the  responsibility  of  the  International  Refugee  Organization. 

Mr.  Stefan.  And  the  Army  has  nothing  to  do  with  that? 

Mr.  Saltzman.  No,  sir. 

Mr.  Stefan.  Do  you  see  that  they  are  properly  clothed,  fed,  and 
housed,  that  the  best  possible  means  are  used  to  repatriate  them  and 
to  get  them  started  in  life  somewhere  else? 

Mr.  Saltzman.  Yes,  sir;  that  is  correct. 

supplemental  aids  to  displaced  persons 

Mr.  Stefan.  Are  there  some  supplemental  aids  given  to  the  DP's? 

Mr.  Saltzman.  Yes,  sir;  private  organizations  wishing  to  give  aid 
to  displaced  persons  are,  of  course,  encouraged  to  do  so,  and  the 
International  Refugee  Organizatian  is  delighted  to  have  that  aid. 

Mr.  Stefan.  Do  you  have  a  report  as  to  who  that  supplemental 
assistance  has  come  from — private  organizations  and  individuals? 
Do  you  have  that  broken  down  so  that  you  can  put  it  in  the  record 
at  this  point? 

Mr.  Saltzman.  I  can  either  read  or  put  in  the  record  the  discussion 
on  that  exact  point  which  is  contained  in  the  Fulton  report. 

Mr.  Stefan.  I  would  like  to  laiow  by  how  much  money  private 
organizations  and  individuals  are  going  to  supplement  the  $155,000,000 
for  the  IRO,  so  that  we  will  have  a  full  picture  of  it. 

Mr.  Carusi,  the  former  head  of  the  Immigration  and  Naturalization 
Service,  who  is  well  known  to  this  committee,  has  appeared  before 
this  committee  many  times,  and  we  have  great  admiration  for  his 
ability.     He  has  been  over  there  several  times  and  is  going  to  report 
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to  the  committee  on  what  he  has  seen  over  there.  He  is  going  to 
testify  later,  but  I  would  like  to  have  that  picture  in  the  record  now. 

Mr.  Saltzman.  It  appears  in  the  report  of  the  subcommittee  of  the 
Committee  on  Foreign  Affairs,  Mr.  Fulton's  committee,  which  went 
over  last  fall  and  came  back  and  rendered  a  rather  complete  report. 

Mr.  Stefan.  Yes;  but  we  have  to  make  the  appropriations.  That 
committee  makes  the  laws  which  authorize  the  spending,  but  we  have 
to  make  the  appropriations  for  this  purpose.  We  have  a  $70,000,000 
interest  in  here  on  the  part  of  the  taxpayers  of  the  United  States. 

Mr.  Saltzman.  Yes,  sir. 

Mr.  Stefan.  We  want  to  know  how  much  that  is  going  to  be  sup- 
plemented by  private  institutions,  organizations,  or  individuals  for 
these  850,000  refugees. 

Mr.  Saltzman.  Do  you  wish  that  placed  in  the  record,  or  do  you 
wish  a  statement  on  it? 

Mr.  Stefan.  I  would  like  to  have  a  summary  statement  showing 
how  much  more  money  we  have  obtained,  or  how  much  more  we  can 
expect  to  get  from  private  organizations  or  individuals. 

Air.  Saltzman.  I  would  have  to  add  it  up. 

Mr.  Stefan.  Furnish  that  for  the  record. 

Mr.  Saltzman.  Yes,  sir;  I  will  furnish  it  for  the  record. 

Mr.  Stefan.  And  you  will  be  glad  to  get  that  money? 

Mr.  Saltzman.  Yes,  sir.  We  will  get  up  the  inform^ation  which 
you  have  requested  on  this  right  away. 

Mr.  Stefan.  All  right;  supply  that  for  the  record. 

Mr.  Saltzman.  Yes,  sir. 

(The  matter  referred  to  i^  as  follows :) 

Statistics  concerning  overseas  spending  of  the  voluntary  agencies  are  not  com- 
piled on  a  DP,  non-DP  basis,  nor  by  type  or  status  of  individual  helped,  but  by 
organization,  area,  general  type  of  supplies,  such  as  medical  effects,  etc. 

An  adequate  estimate  on  what  all  voluntary  agencies  recorded  with  the  Advisory 
Committee  on  Voluntary  Foreign  Aid  raised  and  spent  in  1947  is  $17.5,000,000  for 
all  purposes  connected  with  overseas  relief.  It  is  estimated  bv  the  Advisory  Com- 
mittee that  $18,000,000  of  this  was.  spent  on  behalf  of  DP's"  during  1947,' which, 
if  spent  evenly,  would  give  a  rate  of  spending  of  $1,500,000  per  month. 

The^total  target  of  all  voluntary  agencies  in  raising  funds  for  all  purposes  for 
1948  is  estimated  at  $350,000,000.  This  is  probablv  optimistic.  If  the  agencies 
achieve  $200,000,000  for  1948,  an  estimated  $22,000,000  (or  11  percent  of  the 
total  funds  raised)  will  be  spent  on  DP's  by  them  during  1948. 

A  description  of  the  activities  of  some  of  these  agencies  is  contained  on  pages 
47  to  55  of  the  Fulton  report,  submitted  earlier  in  the  hearing. 

NECESSITY     FOR    AMOUNT     OF     ESTIMATE 

Mr.  Stefan.  With  850,000  DP's  left  to  repatriate,  why  do  you  need 
$70,000,000.  You  had  8,000,000  DP's,  and  you  have  cut  that  number 
down  to  850,000. 

Mr.  Saltzman.  That  is  for  the  cost  of  care  and  maintenance  and  the 
cost  of  resettlement  of  that  number.  That  is  known  to  be  the 
possible  number 

Mr.  Stefan  (interposing).  Will  it  cost  more  to  take  care  of  this 
850,000  and  resettle  them  and  repatriate  them  than  the  8,000,000 
that   you  have   mentioned? 

Mr.  Saltzman.  Certainly  not.  I  do  not  know  how  much  it  cost 
the  various  Allied  Governments  involved  to  handle  the  8,000,000  DP's. 

Mr.  Stefan.  There  were  originally  8,000,000  you  said,  and  now  you 
have  that  number  down  to  850,000. 
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Mr.  Saltzman.  That  is  right;  but  I  did  testify  that  our  own 
expenses  in  1947,  the  fiscal  year  1947,  were  in  the  vicinity  of 
$130,000,000. 

STATUS    OF    CURRENT   APPROPRIATIONS 

Mr.  Stefan.  How  much  of  a  balance  do  you  have  now  of  your 
1948  appropriations? 

Mr.  Saltzman.  Of  the  1948  appropriations? 

Mr.  Stefan.  Yes. 

Mr.  Fierst.  We  have  about  half  of  that. 

Mr.  Stefan.  About  $35,000,000? 

Mr.  Fierst.  Yes,  sir;  that  is  right. 

Mr.  Stefan.  What  portion  of  the  1948  balance  do  you  expect  to 
carry  over  into  1949? 

Mr.  Fierst.  None. 

Mr.  Stefan.  Is  it  all  allocated  or  obligated? 

Mr.  Hall.  Yes,  it  is  allocated. 

administrative  and  operating  expenses 

Mr.  Stefan.  I  notice  under  administrative  expenses  in  this  break- 
down that  is  going  into  the  record  that  the  United  States  contribution 
in  1949  is  the  same  as  the  United  Nations,  39.89  percent,  and  of  the 
operating  expenses  we  are  asked  to  pay  45.75  percent.  Can  we  not 
scale  that  down  a  little  bit? 

Mr.  Saltzman.  The  reason  for  that,  Mr.  Chanman,  is  that  that 
ratio,  or  that  percentage,  45.75  percent,  was  arrived  at  after  consider- 
able discussion  at  the  United  Nations,  when  the  constitution  of  the 
International  Refugee  Organization  was  being  considered.  That  dis- 
cussion, I  understand,  included  consideration  of  some  of  the  factors 
mentioned  here  yesterday  by  Ambassador  Austin,  including  the  inter- 
est of  the  respective  countries  in  the  problem,  and  also  the  damages, 
financial,  and  otherwise  that  had  been  suffered  during  the  war.  I  think 
Mr.  Hall  knows  some  of  the  details  of  that  discussion. 

Air.  Stefan.  Do  you  think  we  can  scale  that  down  a  little? 

Mr.  Hall.  Originally  they  asked  us  to  go  above  those  figures,  to 
pay  49.89  percent.  We  were  able  to  get  the  administrative  share 
reduced  to  the  same  as  the  United  Nations.  On  the  operational  bud- 
get we  had  the  major  interest  in  the  displaced  persons  because  most  of 
them  are  in  our  zone  in  Germany.  The  other  countries  were  unwilling 
to  give  us  concessions  on  the  operational  budget  beyond  a  reduction  to 
45.75  percent. 

Mr.  Stefan.  And  we  are  asked  to  pay  now  practically  all  of  the 
expenses  of  the  British  zone  too. 

Mr.  Hall.  A  large  share.  That  is  correct.  That  arises  from  the 
same  problem  which  we  face  in  negotiating  these  scales,  namely,  the 
general  dollar  shortage. 

Mr.  Stefan.  And  the  same  explanation? 

Mr.  Hall.  Yes,  sir.  It  is  the  same  general  problem  which  we  face 
on  all  of  these  negotiations  and  in  our  negotiations  with  the  British  in 
Germany. 

Mr.  Stefan.  Mr.  Secretary,  we  are  talking  only  about  the  850,000 
displaced  persons,  for  whom  we  are  asked  to  appropriate  $70,000,000 
out  of  a  total  of  $155,000,000  to  spend  m  the  fiscal  year  1949. 


Il 
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DISCUSSION    OF    EXPELLEES 


Can  you  explain  to  us  now  what  an  expellee  is,  and  how  many  of 
them  there  are? 

Mr.  Saltzman.  There  were  about  6K  million  in  Poland,  Czecho- 
slovakia, and  Hungary. 

Mr.  FiERST.  The  Potsdam  Agreement  provided  for  the  orderly 
movement  or  transfer  of  them. 

Mr.  Stefan.  How  about  those  in  Lithuania  and  Yugoslavia.  Do 
they  come  in  this  category? 

Mr.  FiERST.  Some  of  those  are  considered  DP's. 

Mr.  Stefan.  I  understand  some  are  not  DP's,  but  expellees. 

Mr.  FiERST.  Those  who  were  of  German  origin  or  ancestry  who 
were  resettled  during  the  course  of  the  war  in  Germany  are  treated 
there  the  same  as  expellees. 

Mr.  Stefan.  And  Austria? 

Mr.  FiERST.  Yes,  sir. 

Mr.  Stefan.  And  there  were  6,000,000  to  8,000,000  expellees? 

Mr.  FiERST.  That  is  right. 

Mr.  Stefan.  General  Clav  told  us  that  they  would  run  all  the  way 
from  6,000,000  to  8,000,000." 

Mr.  FiERST.  Yes,  sir;  that  is  right. 

Mr.  Stefan.  What  would  happen  to  them  if  they  went  back? 

]Mr.  Saltzman.  The}^  have  to  stay  in  Germany. 

Mr.  Stefan.  They  are  not  subject  to  immigration  into  the  United 
States  or  the  Western  Hemisphere  or  any^^here  else;  they  have  to 
stay  there? 

Mr.  Saltzman.  Yes;  they  have  to  stay  there. 

Mr.  Stefan.  How  are  they  fed? 

Mr.  Saltzman.  In  the  same  manner  as  the  rest  of  the  German 
population  is  fed. 

^Ir.  Stefan,  And  they  participate  in  the  food  in  the  occupied 
areas,  do  they  not?     They  get  ration  cards? 

Mr.  Saltzman.  Yes,  sir;  the}^  do,  just  like  any  ordinary  German. 

Mr.  Stefan.  They  are  not  welcomed  by  the  Germans  or  the 
Austrians  because  they  are  strangers  in  a  strange  land,  wandering 
about  the  face  of  the  earth  without  a  country,  and  if  they  go  back 
to  their  country  they  are  liable  to  get  killed  for  obvious  reasons.  Is 
there  anything  that  is  being  done  for  them,  or  is  there  any  chance 
for  them  to  get  out? 

Mr.  Carusi.  I  know  of  no  plan  for  their  being  resettled;  no. 

Mr.  FiERST.  With  this  exception,  Mr.  Chairman,  the  French  are 
particularly  interested  in  several  hundred  thousand  of  these  so-called 
Volksdeutsche  who  are  in  Austria.  They  are  anxious  to  take  a  good 
many  of  them  from  Austria  for  resettlement  in  France. 

Mr.  Stefan.  There  is  no  chance  for  them  to  go  to  Canada  imder 
the  quotas  of  the  countries  they  came  from,  Yugoslavia,  Czecho- 
slovakia, Poland,  or  Lithuania,  and  there  is  no  chance  for  them 
to  go  there  because  thej'  claim  they  are  citizens  of  those  countries? 

Mr.  Carusi.  So  far  as  the  United  States  is  concerned,  they  do 
egally  come  under  the  quota  of  the  countr^^  in  which  they  were  born, 
but  the  quotas,  small  as  they  are  now,  are  being  used  prmcipally  for 
United  Nations  displaced  persons. 
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Mr.  Stefan.  Suppose  fellows  came  out  of  Yugoslavia,  and  were 
picked  up  by  the  Germans  and  sent  into  the  French  zone  of  Austria. 
They  were  born  in  Yugoslavia,  and  their  fathers  before  them  were 
born  there  for  hundreds  of  years  back.  If  they  go  back  to  Yugo- 
slavia Tito  will  liquidate  them.  They  took  all  of  their  property 
that  they  had,  and  murdered  some  of  their  relatives,  and  they  sent 
them  away  from  home  with  10  or  15  pounds  of  baggage  to  go  back  to 
Austria  because  somewhere,  maybe  hundreds  of  years  ago,  some  of 
their  families  were  Austrians.  Now,  what  chance  have  they  got  to 
resettle  themselves  because  if  they  are  in  that  French  zone  of  Austria 
the  Austrians  there  do  not  want  them,  and  nobody  wants  them? 
What  chance  do  they  have  for  the  future? 

Mr.  Carusi.  They  have  very  small  chance  except  to  try  to  be  pro- 
tected there. 

Mr.  Stefan.  They  claim  they  are  citizens  of  Yugoslavia. 

Mr.  Carusi.  Yes;  and  they  are. 

Mr.  Stefan.  Can  they  come  to  the  United  States  under  the 
Yugoslav  quota? 

Mr.  Carusi.  Yes;  if  they  were  born  there  they  are  eligible  to  come 
in  under  that  Yugoslav  quota,  but  that  quota  is  so  small  that  their 
chance  is  practically  nil,  and  such  few  numbers  as  we  have  under  the 
Yugoslav  quota  are  now  being  used  for  those  who  w^ere  friendly  to  us 
and  suffered  persecution  and  all  kinds  of  torment  by  the  Germans. 

Mr.  Stefan.  And  would  the  situation  be  the  same  in  Poland? 

Mr.  Carusi.  Yes,  sir;  that  is  correct. 

Mr.  Stefan.  The  Ambassador  from  Poland  came  to  see  me,  and 
he  was  very  much  disturbed  by  a  lot  of  those  things.  In  Poland  there 
are  thousands  of  Poles  who  claim  to  be  American  citizens,  and  thou- 
sands and  thousands  of  Poles  also,  needless  to  say,  want  to  come  to 
the  United  States,  and  the  quota  is  so  small,  that  perhaps  those  who 
are  able  to  come  can  come  in  35  years  from  now,  but  outside  of  being 
able  to  prove  that  they  were  of  some  assistance  to  the  AUies  they  have 
no  chance  of  coming  in. 

Mr.  Carusi.  Yes;  they  would  have  a  very  small  chance. 

Mr.  Stefan.  And  that  is  also  true  of  Latvia,  Estonia,  and  these 
other  countries. 

Mr.  Carusi.  It  is  even  more  true  because  the  quota  is  smaller. 

Mr.  Stefan.  And  of  Poland  and  Czechoslovakia  and  all  of  these 
countries  of  Europe? 

Mr.  Carusi.  Yes,  sir;  that  is  correct. 

Mr.  Stefan.  We  have  wandering  about  the  face  of  the  earth  over 
there  in  Europe  6,000,000  to  8,000,000  people  without  a  country,  and 
nothing  has  been  done  to  help  them  at  all  outside  of  saying  they  have 
to  stay  right  where  they  are,  where  they  are  not  wanted.  The 
Germans  do  not  want  them  and  the  Austrians  do  not  want  them. 

That  explains  the  category  of  the  expellees,  and  there  is  nothing  in 
the  future  for  them  as  far  as  you  know. 

Mr.  Carusi.  Yes,  sir;  that  is  correct. 

Mr.  Stefan.  So  we  are  dealing  here  with  an  over-all  IRO  budget 
of  $155,000,000  to  spend  in  the  1949  fiscal  year  for  850,000  displaced 
people. 

nationalities  of  displaced  persons 

Will  you  put  in  the  record  at  this  point  the  nationalities  of  these 
850.000? 
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Mr.  Saltzman.  Yes,  sir. 

(The  matter  referred  to  is  as  follows:) 

United  Nations  displaced  persons  in  the  3  western  zones  of  Germany  and  Austria 
and  in  Italy  as  of  Nov.  SO,  1947,  by  nationality  and  by  country 


Nationality 

Germany 

Austria 

Italy  (in 
camp  only) 

Total 

Polish  (including  Ukrainians)  .  ... 

297, 302 
1&3,  575 

15, 071 
•  27, 931 
2  (155,353) 

84, 485 

28,886 
4,020 
3,859 

26,  856 

27,  602 
20,  293 

3,C70 

329, 8.58 

Biiltic 

167,  595 

Soviet...              .        ..      

18, 9.30 

Yucoslav . 

5,500 

17, 767 

1, 8.30 

60, 287 

Jewish                  .                  

3  (200, 722) 

Others  (including  stateless)                                         

106, 608 

Total 

708, 837 

111,516 

< 28, 767 

♦  849, 120 

"  This  does  not  include  an  additional  13,000  Yugoslavs  who  were  transferred  to  the  British  zone,  Qermany. 
in  March  1947  from  the  out-of-ca,mp  displaced  p'nsons  popubtion  of  Italy. 

-  Only  120,473  of  this  figure  to  be  included  in  total  as  remainder  is  distributed  among  other  nationalities 
in  column. 

3  Only  165.842  of  this  figure  to  be  included  in  total.    See  (2)  above. 

••  Not  including  an  estimated  100,000  displaced  persons  out-of-camp  in  Italy  who  are  eligible  for  PCIRO 
assistance,  but  of  whom  no  registration  has  ever  taken  place. 

REFUGEE    PROBLEM 

Mr.  Gary.  In  addition  to  that  they  have  a  great  many  refugees 
over  there.  We  have  not  gone  into  the  refugee  problem  yet,  and  that 
is  another  tremendous  problem. 

Air.  Stefan.  Do  you  deal  with  more  than  these  850,000? 

Mr.  Saltzman.  No,  sir. 

Mr.  Gary.  But  you  do  have  a  refugee  problem  over  there. 

Air.  Stefan.  When  we  get  into  the  questions  you  can  bring  that 
out  because  of  vour  e.xperience  over  there.  At  this  time  we  are  only 
justifying  $70,000,000,  dealing  with  these  850,000  DP's. 

Mr.  Gary.  But  the  expellees  are  housed  by  the  Army  and  so  are 
the  refugees.  For  example,  at  the  present  time  there  are  a  great  many 
people  escaping  from  the  Russian  zone  into  the  American  zone. 

Air.  Stef.\n.  Oh,  yes. 

Air.  Gary.  They  are  known  as  refugees,  and  they  ar.e  not  covered 
by  either  of  these  appropriations. 

Air.  Stefan.  That  comes  under  another  appropriation  that  the 
appropriation  here  has  nothing  to  do  with,  but  it  has  to  do  with  a 
committee  of  which  I  am  a  member,  another  committee  and  when, 
we  come  to  that  I  wish  you  would  complete  the  picture. 

Air.  Gary.  Yes.  As  I  understand  it  they  are  in  the  same  or  a 
similar  situation  to  the  expellees. 


COST    OF    PROGRAM    PER    DISPLACED    PERSON 

Air.  Stefan.  Under  international  law  the  victor  must  feed  the 
civilians  in  the  territory  of  which  he  has  taken  possession,  and  the 
request  for  the  feeding  of  them  in  the  occupied  areas  for  the  fiscal 
year  1949  is  $1,285,000,000,  and  we  are  dealing  with  a  total  over-all 
budget  of  $155,000,000  for  850,000  people,  is  not  that  right? 

Mr.  Saltzman.  Yes,  sir. 

Air.  Stefan.  That  comes  to  about  $182  apiece.  Certainly  that 
amount  of  money  could  not  keep  any  human  being  alive,  could  it? 

Mr.  Saltzman.  They  can  keep  them  alive  with  that  amount  of 
money. 
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Mr.  Stefan.  Thirty  cents  a  day? 
Mr.  Saltzman.  Yes,  sir. 
Mr.  Stefan.  Just  barely  alive? 
Mr.  Saltzman.  Just  barely  alive. 

DISCUSSION    OF    RATIONS    OF    DISPLACED    PERSONS 

Mr.  Stefan.  How  many  calories  are  you  estimating  for  each  one 
of  these  DP's?     What  are  you  shooting;  at? 

Mr.  Saltzman.  We  shoot  at  2,000  calories  a  day. 

Mr.  Stefan.  That  is  a  little  better  than  the  civilians  m  Germany 
and  Austria  are  getting.  They  are  getting  around  1,450  to  1,550. 
The  program  now,  on  the  part  of  the  Army,  is  to  increase  the  appro- 
priations so  that  they  can  give  them  1,800  calories  a  day? 

Mr.  Saltzman.  That  is  correct,  sir. 

Mr.  Stefan.  And  you  are  reachmg  2,000  calories  a  day,  with  your 
appropriation? 

Mr.  Saltzman.  The  International  Refugee  Organization  is  actually 
giving  them  about  2,000  calories  a  day. 

Mr.  Stefan.  And  you  are  domg  this  with  $155,000,000? 

Mr.  Saltzman.  Yes,  sir. 

Mr.  Stefan.  Then  that  is  supplemented  by  the  work  of  the  Jewish 
Relief  Organization,  perhaps  the  Friends  Church  and  some  other 
organizations;  Catholic  organizations  and  others? 

Mr.  Carusi.  And  individual  packages;  yes. 

Mr.  Stefan.  Yes;  individual  packages.  What  we  cannot  under- 
stand about  it  is  this.  They  are  getting  2,000  calories  under  this 
$155,000,000  appropriation.  That  is  probably  supplemented  by  food 
sent  in  by  various  organizations  and  individuals.  Now,  they  also  get 
indigenous  food,  do  they  not? 

Mr.  Saltzman.  Yes,  sir.  May  I  comment  on  that?  I  may  be  able 
to  clarify  that  a  little. 

Mr.  Stefan.  Please  do. 

Mr.  Saltzman.  The  normal  German  citizen's  ration,  as  you  have 
indicated,  is  about  1,550  calories  per  day.  That  consists  of  some  food 
raised  in  Germany,  some  indigenous  food;  and  the  remainder  of  it  is 
food  imported  by  the  Allies,  principally  by  the  United  States. 

Mr.  Stefan.  Tell  us  something  else  about  these  DP's.  They  seem 
to  be  set  aside  from  the  rest  of  the  civilian  population  in  Germany. 
They  are  given  special  treatment,  so  to  speak,  are  they  not? 

Mr.  Saltzman.  Yes. 

Mr.  Stefan.  With  reference  to  the  indigenous  food,  they  must  go 
into  the  market  and  buy  that,  because  they  are  also  on  a  rationing 
basis,  the  same  as  anybody  else,  are  they  not? 

Mr.  Saltzman.  With  reference  to  the  2,000  calories  a  day,  first 
they  get  the  same  number  of  calories  of  indigenous  food  as  the  ordin- 
arv  German  consumer,  namely  now  about  880  calories ;  the  remaining 
1,200  or  1,100  approximately  of  the  DP's  2,000  is  furnished  by  the 
International  Refugee  Organization  from  imported  food. 

Mr.  Stefan.  Mr.  Secretary,  under  international  law,  our  army  of 
occupation  must  feed — or  must  see  to  it  that  the  civilian  population 
is  kept  alive  with  food,  and  so  on.  The  Army  is  shooting  at  1,550 
calories  per  day.  We  appropriate  money  here  in  the  United  States, 
transfer  it  to  General  Clay,  or  whoever  is  in  command,  or  thi'ough  the 
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various  agencies,  such  as  Agriculture,  over  there.  That  goes  tlu-ough 
reguhir  channels  of  trade.  Kation  cards  are  issued  so  the  German 
population,  and  they  use  their  German  marks  and  go  into  regular 
stores  and  buy  this  food. 

Mr.  Saltzman.  That  is  true. 

Mr.  Stefan.  That  is  the  German  population,  who  are  different  from 
the  DP's.  The  DP's  are  in  camps  and  are  under  a  special-treatment 
program  and  get  2,000  calories  a  day. 

ADMINISTRATIVE    COSTS 

Now,  with  reference  to  the  $155,000,000  fund.     What  percentage  of 
that  goes  to  administration? 
,     Mr.  P'lERST.  The  administrative  part  of  the  budget  is  $4,800,000. 

Mr.  Stefan.  That  is  approximately  $5,000,000.  So  we  have 
$150,000,000  left  to  buy  food,  pay  for  transportation  and  repatriation, 
and  so  foi-tli. 

METHOD    OF    PROCURING    FOOD    FOR    DISPLACED-PERSON    PROGRAM 

Do  3'ou  purchase  that  food  separately,  and  then  do  you  put  it  into 
regular  channels  of  trade,  or  do  you  deliver  it  personnally  to  these 
displaced  persons  or  to  these  DP  camps? 

Air.  Saltzman.  The  food  is  purchased  by  money  of  the  International 
Refugee  Organization,  but  it  is  purchased  through  the  agency  of  the 
Army. 

Mr.  Stefan.  You  purchase  it  through  the  Army? 

Mr.  Saltzman.  Yes. 

Mr.  Stefan.  And  deliver  it  to  the  DP  camps.  So  they  are  getting 
a  separate  treatment  than  is  given  the  other  category  of  people  in 
occupied  areas? 

Air.  Saltzman.  The  DP,  in  a  camp,  gets  2,000  calories  per  day  in 
the  camp. 

Mr.  Stefan.  From  the  IRO? 

Mr.  Saltzman.  From  the  IRO. 

Mr.  Stefan.  Not  from  anybody  else.  He  does  not  have  to  go  to 
the  store  and  buy  it? 

Mr.  Saltzman.  No,  sir;  not  if  he  is  in  a  camp.  If  he  is  not  in  a 
camp,  but  in  a  German  community,  he  gets  his  food  like  the  other 
Germans,  using  a  ration  card,  and  under  that  ration  card  he  is  entitled 
to  more  than  a  normal  consumer  but  less  than,  for  instance,  a  heavy 
worker. 

PERCENTAGE    OF    DP's    IN    CAMPS 

Air.  Stefan.  What  percentage  of  these  DP's  are  in  the  camps. 

Air.  Saltzman.  In  the  occupied  areas  of  Germany  and  Austria, 
approximately  75  percent. 

Mr.  Stefan.  Then  75  percent  would  get  special  treatment  in  the 
camps — get  their  rations  from  the  IRO,  plus  what  they  can  buy  of 
indigenous  food  on  the  market;  is  that  true? 

Air.  Fierst.  No,  su. 

Air.  Stefan.  The  indigenous  food  is  also  delivered  to  them? 

Air.  Saltzman.  Yes,  sir;  it  is  all  in  the  camps.  They  have  no 
need  to  go  out  into  the  market  to  get  it  for  themselves. 
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Mr.  Stefan.  We  have  nothing  to  do  here  with  any  other  refugees? 
Mr.  Saltzman.  No,  sir. 

PROBABLE    DURATION    OF    PROGRAM 

Mr.  Stefan.  What  is  going  to  be  the  eventual  disposition  of  this 
program,  covering  these  850,000  DP's?  Are  you  going  to  keep  that 
going  until  you  either  have  them  absorbed  into  the  community  or 
sent  back  to  their  homes,  where  they  came  from  originally,  or  re- 
patriate them,  or  send  them  somewhere  else?     Is  that  the  plan? 

Mr.  Saltzman.  Yes,  sir. 

Mr.  Stefan.  WTiat  does  it  look  like  to  you?  How  long  will  that 
be? 

-Mr.  Saltzman.  It  is  very  hard  to  say,  sir.  I  was  thinking  in  terms 
of  3  to  5  years.  We  hope  it  can  be  done  faster  than  that.  It  de- 
pends, to  some  extent  I  think  on  what  the  action  of  the  United  States 
will  be;  because  I  think  if  the  United  States  takes  action,  it  will  not 
only  decrease  the  number  but  it  would  also  encourage  other  countries 
to  do  something. 

Mr.  Stefan.  When  you  say  it  will  depend  upon  what  the  United 
States  will  do,  what  do  you  mean  by  that?     What  can  we  do? 

Mr.  Saltzman.  If  the  United  States  permits  a  substantial  number 
of  DP's  to  come  into  this  country  under  special  legislation,  that  will 
not  onlv  help  solve  the  problem  but  it  will  encourage  other  countries. 

Mr.  Stefan.  If  the  United  States  takes  400,000  of  these  DP's, 
that  will  solve  half  the  problem.  What  will  happen  to  the  other 
400,000? 

Mr.  Saltzman.  They  will  have  to  go  to  other  countries. 

Mr.  Stefan.  To  what  other  countries  can  they  go? 

Mr.  Saltzman.  It  is  estimated  that  during  the  fiscal  year  1949 
about  400,000  DP's  may  be  resettled. 

PROPOSED  DISPLACED  PERSONS  RESETTLEMENT  PROGRAM 

Mr.  Stefan.  Can  you  give  us  a  break-down  of  that?  Wliere  would 
they  go? 

Mr.  Saltzman.  I  will  give  you  a  break-down  of  that:  France, 
50,000;  United  Kingdom,  30,000;  Holland,  5,000;  Belgium,  20,000; 
north  Africa,  10,000;  South  America,  30,000;  Australia,  20,000; 
Canada,  40,000;  Palestine,  75,000. 

Mr.  Stefan.  And  the  United  States? 

Mr.  Saltzman.  We  have  estimated  hoepfully  100,000.  There  is 
no  firm  basis  for  that. 

Mr.  Stefan.  Of  the  400,000  you  think  might  come  over  here  under 
separate  legislation? 

Mr.  Saltzman.  That  is  correct. 

Mr.  Stefan.  Then  you  are  shooting  at  the  objective  of  400^000 
coming  in  under  legislation  that  has  already  been  introduced.  Then 
you  will  be  working  on  the  other  400,000.  Is  that  the  break-down 
that  3^ou  have  just  given  us? 

Mr.  Saltzman.  No,  sir.  This  is  an  estimate  of  how  many  of  the 
850,000  may  be  resettled  in  the  fiscal  year  1949. 

Mr.  Stefan.  Then  that  will  still  leave  you ■ 

Mr.  Saltzman.  It  is  an  estimated  400,000,  of  which  225,000  are 
firm  opportunities. 
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Mr.  Stefan.  What  do  you  mean  by  that? 

Mr.  Saltzman.  The  countries  involved  have  indicated  that  they 
will  take  this  number.  The  United  States,  for  which  we  have  dowTi 
here  100,000,  is  not  yet  firm,  because  the  United  States  has  not 
taken  any  action  on  it. 

Mr.  Stefan.  But  that  United  States  figure  of  100,000  is  based  on 
the  850,000  figure? 
'     Mr.  Saltzman.  That  is  right,  sir. 

Mr.  Stefan.  And  if  those  are  taken  care  of  you  will  still  have 
400,000  left? 

Mr.  Saltzman.  We  will  still  have  450,000. 

Mr.  Stefan.  What  is  going  to  happen  to  them? 

Mr.  Saltzman.  It  is  hoped  that  within  a  few  years  the  same  thing 
can  be  done  until  they  are  all  disposed  of. 

current  situation  in  displaced-persons  camps 

Mr.  Stefan.  You  have  been  over  there  recently,  have  you?  Have 
you  looked  over  these  camps  and  these  DP  people? 

Mr.  Saltzman.  I  have  not,  sir. 

Mr.  Stefan.  We  have  with  us  Mr.  Carusi,  who  has  been  there  and 
who  was  sent  there  for  a  special  purpose.  Can  you  tell  us,  Mr. 
Carusi,  who  sent  you  over  there  after  you  left  the  Immigration  and 
Naturalization  Service? 

Mr.  Carusi.  I  was  sent  over  there  at  the  direction  of  the  President 
and  under  the  auspices  of  the  State  Department. 

Mr.  Stefan.  What  did  you  find  there? 

Mr.  Carusi.  I  went  to  many  of  these  camps.  I  tried  as  best  I 
could  to  see  all  kinds  of  them;  that  is,  the  camps  containing  all  the 
different  nationality  groups,  the  large  ones  and  the  small  ones;  those 
camps  which  were  of  the  barracks  type  as  well  as  those  which  were 
made  up  of  shacks  or  small  houses,  so  that  I  could  get  an  idea  of  all 
the  types  of  camp  life. 

I  was  primarily  concerned,  of  course,  with  the  possibility  of  the 
immigration  of  some  of  these  people  to  the  United  States,  so  I  tried 
to  determine  for  myself  at  least,  and  for  others  with  whom  I  might 
talk  or  to  whom  I  might  report,  the  desirability  of  such  an  immigration 
program  from  the  standpoint  of  the  types  of  people  involved  and  the 
contributions  which  they  could  make  upon  arrival. 

Naturally,  in  order  to  do  that,  I  had  to  talk  to  a  large  number  of 
them  and  a  large  number  of  camp  directors  and  the  consular  officers 
and  military  officers  and  others  who  either  had  a  part  in  the  DP  work 
or  were  familiar  with  it;  and  that  included,  as  well,  welfare  agency 
representatives. 

Inasmuch  as  you  are  primarily  concerned  with  the  operations  of 
the  IRO,  the  few  things  I  shall  say  will  reflect  as  closely  as  I  can  the 
IRO  participation  in  this  work.  You  have  mentioned  the  number  of 
calories  per  day  these  people  get  or  are  to  get.  The  figures  have  been 
given  you  correctly.  The  thing  to  remember  is,  of  course,  that  in 
dealing  with  a  large  number  of  people  hke  that,  and  the  money  noit 
being  too  plentiful,  it  has  been  necessary,  in  consideration  of  the  diet, 
for  example,  to  select  those  things  wliich  first  can  be  found  immediately 
nearby,  so  that  transportation  costs  will  be  kept  down;  secondly,  those 
things  of  high  caloric  content  which  will  reduce  the  bulk  of  the  food 
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that  is  to  be  handled  and  also  the  kind  of  thing  that  is  least  expensive 
and  easiest  to  cook. 

The  result  is  that  while  the  diet  is  life-sustaining,  it  is  rather 
monotonous;  it  consists  heavily  of  potatoes  and  starches,  and  yet 
these  people  do  subsist  upon  it  and  with  such  little  help  as  they  get 
from  outside  sources,  which  have  already  been  mentioned,  I  think  it 
can  be  safely  said  that  then  health  is  maintained,  certainly  not 
impaired,  because  of  the  diet. 

One  reason  why  it  is  possible  to  support  these  people  at  this  .small 
daily  expense,  which  can  be  measmTi  in  cents  rather  than  dollars,  is 
because  they  do  contribute  a  great  deal  to  their  own  subsistence. 

When  we  talk  about  giving  them  clothing,  what  we  really  ought  to 
say  is  that  we  give  them  second-hand  clothing,  from  which  they 
make  clothing.  I  have  seen  large  stacks  of  military  clothing  or 
civilian  clothing  that  has  been  picked  up  here  and  there  or  sent  from 
the  States. 

Mr.  Stefan.  It  kept  the  soldiers  warm,  did  it  not? 

Mr.  Carusi.  That  is  right. 

Mr.  Stefan.  It  was  good  enough  for  our  soldiers,  was  it  not? 

Mr.  Carusi.  Certainly,  but  what  I  am  trying  to  say  is  that  it 
saves  money,  for  this  reason;  that  what  was  once  a  soldier's  overcoat 
can  be  made  into  two  or  three  coats  for  little  children.  They  cut 
them  up  and  make  good  use  of  them. 

Mr.  Stefan.  That  is  fine. 

Mr.  Carusi.  Other  clothing  which  has  long  since  seemingly  out- 
lived its  usefulness — when  you  look  at  it  it  looks  as  though  it  has  no 
use  at  all — may  wind  up  by  being  a  little  suit  for  a  child.  What  was 
a  pail'  of  trousers  may  wind  up  being  several  hats.  These  people  are 
very  resourceful  in  that  respect.  I  was  not  criticizing  the  fact  that  the 
clothing  was  old,  I  was  trying  to  indicate  the  resourcefulness  of  these 
people  and  their  making  good  use  of  it. 

That,  of  course,  reduces  the  expense  involved.  The  same  is  true  in 
the  use  of  scrap  tin  cans  or  scrap  aluminum  from  shattered  airplanes, 
and  so  forth.  They  make  utensils  out  of  them  with  which  they  eat. 
They  make  fireplaces  out  of  rubble,  and  so  forth.  They  make  stoves 
out  of  scrap  tin  and  a  lot  of  the  old  oil  drums  are  now  means  of  heating 
these  places. 

There  are  many  and  varying  problems  in  the  management  of  these 
camps,  depending  upon  the  type  of  building.  For  example,  in  Italy 
several  of  our  camps  are  former  cavalry  stables,  cobblestone  stables 
about  the  equivalent  of  three  or  four  stories  high,  which  are  pretty 
difficult  to  heat. 

Whereas,  on  the  other  hand,  you  may  go  to  another  camp  which 
used  to  be  a  military  barracks  aad  which  is  readily  adaptable  to  less 
expensive  living. 

But  whatever  the  conditions  may  be,  I  will  say  this  for  the  IRO 
officials,  they  are  doing  a  grand  job  of  trying  to  make  those  places  as 
habitable  and  healthy  as  they  possibly  can. 

Mr.  Stefan.  The  people  there  do  their  own  work? 

Mr.  Carusi.  The  maintenance  of  the  camp  itself  is  done  by  the 
inmates,  and  that  goes  not  only  to  maintenance  such  as  we  think  of,  in 
the  way  of  sweeping  and  cleaning,  but  also  the  medical  care,  for 
instance;  the  nurses  and  the  doctors,  the  teachers  of  the  children,  the 
cabinetmakers,  the  furniture  man,  the  metal  worker — all  of  that  is 
within  the  DP's  themselves. 
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In  that  connection,  I  could  not  help  but  think  of  something  when 
you  were  talking  about  health  conditions.  I  remember  one  camp  in 
particular,  the  Hanau  camp  in  Germany,  which  I  am  sure  many  of 
your  colleagues  have  visited;  there  were  53  physicians  there  learning 
cabinetmaking  and  other  manual  trades  because  the  camp  had  about 
60  doctors  and  they  only  needed  a  half  a  dozen  or  so  to  take  care  of  the 
needs  of  the  camp.  The  other  53  men  realized  that  as  aliens  they 
would  not  be  able  to  practice  medicine  in  most  countries  anyway,  they 
could  not  get  by  the  boards  and  they  were  learning  manual  trades, 
because  they  noticed  that  when  representatives  of  other  countries 
were  coming  to  pick  people,  they  picked  people  of  particular  skills, 
and  the}"  found  out  what  those  skills  were  and  began  to  learn  them. 
They  realized  that  their  days  as  doctors  were  probably  at  an  end. 

Mr.  Stefan.  Why  woidd  that  be?  Why  could  not  those  doctors  be 
used? 

Mr.  Carusi.  Because  under  our  law  the  qualification  is  not  the 
skill  of  a  man,  but  it  is  the  place  where  he  was  born  and  these  doctors 
particularly  were  from  Latvia,  Lithuania,  and  Estonia' — this  was  a 
Baltic  camp- — where  their  available  quotas  were  little  or  nothing  and 
their  chanc9  of  coming  here  so  remote.  We  take  them  clu-onologically, 
regardless  of  theu'  skills  and  the  man  who  applies  first  gets  the  first 
chance  to  come  and  where  the  quota  of  the  particular  country  is 
small,  he  has  practically  no  chance. 

One  man  there,  for  example,  was  known  in  Lithuania  as  a  very 
eminent  nem'ologist,  a  nerve  and  brain  disease  specialist.  He  asked 
the  consul  where  he  stood  on  the  list.  He  is  about  3  years  away  at  the 
present  going,  whereas  maybe  a  day  laborer  may  come  in  next  week. 

But  that  is  what  oiu"  law  says  and  somebody  from  some  other 
country  will  come  in  much  sooner,  because  he  happens  to  be  born  in 
a  country  that  has  a  larger  quota. 

Mr.  Stefan.  Could  they  not  use  them  in  Germany? 

Mr.  Carusi.  They  are  using  a  large  number  of  these  doctors,  yes, 
but  you  will  have  to  remember  that  some  of  these  doctors,  for  ex- 
ample— of  course,  some  do  and  some  do  not — some  of  them  will  not 
work  for  the  people  who  have  just  finished  oppressing  them.  You 
have  to  bear  that  in  mind. 

Remember  also  that  many  of  them  came  in  as  slave  labor;  working 
for  the  same  people  who  treated  them  as  slaves  is  not  very  palatable. 

But  we  have  more  than  enough  doctors  and  nurses  to  take  care  of 
the  DP  needs  and  that  is  why  some  of  them  are  attempting,  either 
because  of  idleness,  or  due  to  other  reasons,  to  do  manual  or  menial 
labor. 

Mr.  Stefan.  You  are  now  talking  about  the  DP's  who  are  in  camps. 
You  are  not  talking  about  other  refugees.  Have  these  doctors  ex- 
pressed any  desire  to  come  over? 

Mr.  Carusi.  Oh,  yes.  Their  main  urge  is  to  leave  that  part  of  the 
world.  They  do  not  necessarily  name  the  United  States  but,  when 
they  are  asked,  for  example,  "Where  do  you  want  to  go?"  they  say, 
"Out  of  here."  When  they  are  asked  what  country  they  want  to  go 
to,  their  answers  are  many.  Some  like  South  America,  some  like 
Canada,  some  like  the  L^nited  States  of  America.  It  depends  some- 
what on  what  they  know  of  the  particular  countrj'-,  or  whether  they 
have  relatives  in  that  country,  or  what  has  been  said  to  them  about 
the  opportunities  in  that  country,  and  sometimes  the  matter  of  climate 
is  involved. 
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PHYSICAL  CONDITION  OF  DISPLACED  PERSONS 

Mr.  Stefan.  What  did  you  find  concerning  their  physical  condition, 
from  your  observations,  Mr.  Carusi? 

Mr.  Carusi.  Their  physical  condition  now  is  in  the  main  good,  in 
the  sense  of  disease  or  illness,  the  figures  ai'e  remarkably  low.  They 
maintain  a  high  order  of  health.  As  to  their  ruggedness,  or  lack  of  it, 
as  I  say,  this  food  keeps  them  in  good  shape  and  with  outside  assistance 
I  cannot  see  that  any  of  them  are  showing  signs  of  physical  wastage. 

QUALIFICATIONS    OF    DISPLACED    PERSONS    AS    CITIZENS 

Mr.  Stefan.  Would  you  care  to  tell  us  your  ophiion,  from  your 
observation  of  these  people,  whether  they  would  make  good  Americans 
and  assimilate  into  our  economy? 

Mr.  Carusi.  I  certainly  can.  I  was  certainly  struck  this  morning 
with  the  use  of  the  expression,  skimming  the  cream  off  the  top.  I 
think  in  this  case  the  bottle  is  upside  down  and  the  thin  milk  in  the 
bottle  is  really  the  small  pare.  In  other  words,  there  is  a  lot  of  cream 
and  it  takes  a  lot  of  skimming  before  you  get  down  to  the  water. 

Mr.  Stefan.  Do  you  think  that  a  large  percentage  of  these  people 
would  assimilate  nicely  into  our  society? 

Mr.  Carusi.  I  have  not  the  slightest  doubt  about  it,  Mr.  Chairman, 
and  1  think  you  know  me  well  enough  to  Iviiovv  that  if  I  thought  other- 
wise I  would  say  so.     I  have  not  any  doubt  about  it. 

As  to  the  skimming  of  the  cream,  I  should  say  this,  that  there  are 
countries  wliich  have  gone  over  there,  such  as  Canada  and  Belgium 
and  some  of  the  South  American  countries,  to  select  people  of  partic- 
ular skills  or  crafts  or  trades  or  occupations;  there  is  no  question  about 
that  but,  in  the  first  place,  the  number  has  not  been  large  in  view  of 
the  whole  picture;  and,  in  the  second  place,  they  have  selected  rough- 
ly— these  are  the  main  groups:  coal  miners,  domestics,  a  few  farmers, 
and  lumberm.en.  They  may  have  selected  the  cream  of  those  cate- 
gories, although  I  would  not  be  willing  to  admit  that  for  reasons 
which  I  can  state. 

But  they  have  not  touched  the  cabinetmakers,  the  plasterers,  the 
bricklayers,  the  nurses,  the  tailors^ — oh,  they  did  take  some  tailors — • 
the  tilesetters,  the  jewelry  makers,  and  the  large  bulk  of  the  farmers, 
particularly  the  Ukrainian  farmers. 

Mr.  Stefan.  It  has  been  generally  stated  that  the  cream  has  been 
picked. 

Mr.  Carusi.  It  has  not  been. 

OCCUPATIONAL    SKILLS    OF    DISPLACED    PERSONS 

Mr.  Stefan.  Can  you  put  a  statement  in' the  record  showing  what 
proportion  of  these  people  are  professional  people,  and  so  forth? 

Mr.  Carusi.  I  shall  furnish  such  a  statement.  There  have  been 
several  surveys  made  of  that  and  the  latest  one  I  think  has  just  been 
finished;  whether  we  have  the  figures  here  or  not,  I  do  not  know.  But 
we  can  give  you  a  reasonably  accurate  figure.  Maybe  Mr.  Fierst  is 
looking  at  that  now. 

Mr.  Stefan.  Can  you  furnish  that  for  the  record? 

Mr.  Fierst.  Yes,  sir.  This  arrived  during  the  lunch  hour  from 
Geneva  and  I  think  it  is  the  most  up-to-date  statement  that  we  have. 
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Mr.  Stefan.  We  would   appreciate  it  very  much   if  you  would 
furnish  that  for  the  record. 
(The  statement  is  as  follows :) 

SfMMARY    OF   Report   on    Occupational    Skills    of    Refucieks    in    PCIRO 

Assembly  Centers  in  Europe 

The  preliminan-  report  on  the  occupational  skills  of  330,000  refugees  in  PCIRO 
assembly  centers  in  Germany,  Austria,  and  Italy,  completed  in  January  1948,  by 
a  staff  member  of  the  United  States  Employment  Service  of  the  United  States 
Department  of  Labor,  shows  that  these  refugees  possess  much-needed  skills. 
The  complete  report  will  be  compiled  in  the  spring. 

Anions  the  male  DP's,  the  largest  group  is  that  of  skilled  workers,  with  agri- 
cultural workers  coming  next,  as  revealed  by  the  following  figures  for  major  areas: 


Major  areas 


Total  males 
classified. 


Percent 
skilled 


Percent 

agricultural 

workers 


British  zone,  Germany 

United  States  zone.  Germany 

French  zone,  Germany 

Italy 


85, 888 
90,507 
14, 431 
14,  656 


27.8 
34.8 
26.6 
42.0 


35.1 
17.5 
39.1 
23.2 


Skilled  workers  were  found  mainh'  in  approximately  60  occupations  varying 
from  airplane  mechanic  to  woodworker.  Several  occupations  were  more  heavily 
represented  than  others.  The  review  which  follows  is  revealing: 


Occupations  in  which  there  are  large  numbers  of  skilled  male  workers 

among  DP's 


Total  in 

United  States 

zone  of 

Germany 


Total  in 
British  zone 
of  Germany 


Tailor 

Shoemaker,  saddler 

Locksmith 

Carpenter 

Auto  and  truck  mechanic 

Butcher 

Electrician 

Baker 

Woodworker 


4,890 
4,269 
3,317 
2,252 
1,863 
1,698 
1,398 
1,331 
1,220 


1,568 
2,782 
2,695 
1.723 
1,637 
1,153 
1,042 
964 
1,117 


There  are  also  significant  numbers  of  such  highly  skilled  workers  as  tool  makers, 
machinists,  structural  steel  workers,  plumbers,  and  masons.  It  is  not  surprising 
that  there  are  large  numbers  of  skilled  and  agricultural  male  workers  among  the 
refugees  since  a  great  many  of  them  were  selected  for  forced  labor  by  the  Nazi 
authorities  because  they  possessed  needed  skills  and  had  the  physical  capacity 
to  perform  under  strenuous  work  schedules. 

A  third  broad  classification  of  skills  in  which  many  male  refugees  are  found  is 
the  professional,  semiprofessional,  and  managerial  group.  Many  of  these  are 
intellectuals  who  either  are  opposed  to  the  existing  regimes  of  their  former  countries 
or  believe  they  would  be  in  danger  if  they  returned.  The  proportion  of  male 
professionals  varies  remarkably  little  from  one  area  to  another — from  a  low  of 
9  percent  in  the  British  zone  oiF  Germany  to  a  high  of  10.4  percent  in  the  French 
zone  of  German}-.    The  United  States  zone  of  German}"  has  10.3  percent. 

Large  numbers  of  male  professionals  are  found  in  the  following  occupations. 
The  British  zone  of  Germany  is  used  as  an  example: 


Pritish  zone  of 
'  (Tmany, 
Profession  :                                     "«  mhers  reported 
Teacher,  professor 1,410 


Civil  engineer. 
Musician. - 
Clergyman . 

Lawyer 

Agronomist. 


469 
456 
451 
422 
421 
Phjsician,  surgeon 419 


Pritish  zone  of 
f'ermiiny. 
Profession — Continued  numbers  reporte 

Mechanical  engineer 355 

Singer,  actor,  dancer 281 

Architect 26.1 

Electrical  engineer 227 

Artist,  sculptor 210 

Chemist 207 
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The  numbers  of  male  refugees  reported  in  the  following  groups  were  relatively 
few:  Clerical,  service,  semi-skilled,  unskilled. 

Among  the  women  DP's  there  are  large  numbers  of  agricultural,  domestic, 
and  professional  workers.  In  the  British  zone  of  Germany,  for  example,  30  per- 
cent of  the  women  surveyed  were  service  workers.  The  two  leading  groups  of 
professional  women  are  teachers  and  nurses.  Numbers  of  DP  women  seamstresses 
were  reported  as  follows: 

Number  of  DP 
Maior  Areas:  luomen   seamstresses 

U.  S.  Zone,  Germany 8,663 

British  zone,  Germany 3,  570 

French  zone,  Germany 441 

Italy 1,564 

DISPLACED    PERSONS    WHO    HAVE    BEEN    REPATRIATED 

Mr.  Stefan.  You  stated  that  there  are  850,000  of  these  DP's  left. 
There  were  7,000,000  m  Germany.     What  became  of  those  6,150,000? 

Mr.  Saltzman.  For  the  most  part  they  were  repatriated  and  soon 
after  VE-day  that  was  one  of  the  first  big  jobs,  to  get  these  people 
back  home. 

Mr.  Stefan.  A  lot  of  them  went  back  home? 

Mr.  Saltzman.  That  is  correct. 

Mr.  Stefan.  What  percentage  of  them  went  home?  Could  you 
furnish  that  for  the  record;  and  also  vdiere  they  went? 

Mr.  Saltzman.  Yes;  we  will  get  that  for  you. 

(The  following  was  supplied  later:) 

POSSIBILITY    OF    REDUCING    NUMBER    OF    DISPLACED    PERSONS 

Of  approximately  8,000,000  displaced  persons  in  Germany,  Austria,  and 
Italy  at  the  time  of  liberation,  90  percent  have  returned  to  their  countries  of 
origin.  The  following  percentages  repatriated  by  nationality  from  the  American 
zone  of  Germany  are  typical': 


Percent 

Russian 98 

Yugoslav 80 

Western  European 100 


Percent 

Estonian 3 

Latvian 4 

Lithuanian 1 

Polish 66 

Statistics  do  not  indicate  repatriation  of  the  Jewish  displaced  persons  as  a 
separate  category.  In  general,  surviving  western  European  Jewish  displaced 
persons  have  returned  to  their  former  countries,  whereas  few  of  the  repatriates 
to  eastern  European  countries  were  Jewish. 

Mr.  Stefan.  We  still  have  5  months  remaining  of  the  1948  fiscal 
year? 

Mr.  Saltzman.  That  is  correct. 

Mr.  Stefan.  Certainly  this  number  of  850,000  ought  to  be  cut 
down  by  the  end  of  the  fiscal  year? 

Mr.  Saltzman.  It  will  be  cut  down  to  some  extent  by  the  end  of 
the  fiscal  year;  we  have  allowed  for  that  in  our  estimates. 

Mr.  Stefan.  Bv  how  much? 

Mr.  FiERST.  To  about  700,000. 

Mr.  Stefan.  So  we  should  be  talking  about  700,000  from  now  on, 
should  we  not? 

Mr.  Saltzman.  That  is  right,  sir.  That  is  the  initial  number  for 
this  appropriation. 

Mr.  Stefan.  And  that  would  increase  the  amount  per  capita 
that  you  have  for  these  people,  with  this  request  of  $155,000,000,  if 
it  is  allowed? 
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Mr.  Saltzman.  That  is  correct. 

Mr.  Stefan.  So  we  are  talkino;  about  700,000  DP's  instead  of 
850,000,  because  you  indicated  that  you  have  allocated  all  of  the 
money? 

Mr.  FiERST.  Yes;  the  money  is  paid  in  monthly  installments  to 
PCIRO. 

Mr.  Stefan.  Mr.  Clevenger,  have  you  some  questions  on  this 
general  subject  matter  to  ask  these  witnesses  before  we  go  into  the 
items? 

DISCIPLINE    OF    DISPLACED    PERSONS    IN    CAMPS 

Mr.  Clevenger.  \Miile  we  are  on  this  subject  of  the  International 
Refugee  Organization.  I  was  interested  in  this  question:  How  did  you 
find  the  discipline  of  these  people  in  some  of  the  camps? 

Mr.  Carusi.  I  found  the  discipline,  on  the  whole,  to  be  very  good. 
In  many  of  the  camps,  in  fact,  most  of  them,  there  is  no  IRO  director 
or  immediate  supervisor.  There  are  camp  directors  selected  by  the 
camp  population  itself.  They  select  what  they  call  camp  police. 
These  are  young  men  who  put  on  a  sort  of  hybrid  military  uniform 
and  exercise  disciplinary  authority. 

If  any  of  these  persons  commits  a  crime  which  would,  in  this  coun- 
try, involve  arrest  and  trial  and  possible  sentence,  they  are  turned 
over,  depending  on  the  locality,  either  to  the  military,  if  it  violates 
military  orders  or  regulations  or  law  which  the  military  is  enforcing,  or 
to  the  local  law-enforcement  officers.  In  some  instances  they  do  not 
tm-n  them  over  to  law-enforcement  officers. 

For  example,  in  Germany,  because  of  the  fact  that  they  did  not 
think  that  the  Germans  would  give  them  a  fair  trial,  at  least  certain 
types  of  the  DP's,  they  Vv'ould  not  do  that.  But,  to  repeat,  camp  dis- 
cipline is  maintained  almost  entirely  by  the  population  itself  through 
its  chosen  officers.  Aggi'avated  cases  of  crime  are  turned  over  to  the 
military  or  other  constituted  authority. 

QUESTION   AS   TO    SEGREGATION    OF  DISPLACED    PERSONS   BY   RELIGIOUS 

GROUPS 

Mr.  Clevenger.  I  was  briefed  by  General  Huebner  at  headquarters 
on  this  subject,  and  I  w^as  rather  surprised  to  find  that  these  people 
were  not  separated  into  nationalities;  I  am  referring  to  these  DP's. 

Mr.  Carusi.  Not  completely,  no. 

Mr.  Clevenger.  For  instance,  there  would  be  on  this  chart  divi- 
sion as  to  nationalities  and  they  w^ould  have  Estonians  or  Latvians 
or  Poles,  broken  down  in  those  categories.  Then  over  in  a  right-hand 
column  you  would  find,  say,  370,000  Jews. 

Mr.  Carusi.  That  is  correct. 

Mr.  Clevenger.  Who  came  from  all  of  those  countries,  but  who 
were  not  separated  by  nationality. 

]Mr.  Carusi.  That  is  correct. 

Mr.  Clevenger.  I  just  wondered  at  that,  because  they  did  not  put 
all  of  the  Lutherans  in  one  class;  and  the  Lutherans  claim  that  they 
had  7,000,000  of  their  people  Hquidated  in  eastern  Europe.  They 
did  not  take  the  Catholics  as  a  class,  or  any  of  the  other  religious 
groups.  But  here  I  found  they  were  separating  these  people  on  a 
religious  rather  than  a  nationality  basis. 
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Mr.  Carusi.  I  do  not  know  the  original  basis  for  that  except  pos- 
sibly it  was  this,  that  in  the  early  days,  when  we  began  to  hear  about 
what  was  going  on  in  Germany,  we  were  hearing  about  it  mostly  in 
tenns  of  Jewish  persecution,  persecution  of  the  Jews;  and  the  con- 
centration camps,  in  the  main,  contained  Jewish  persons.  It  may  have 
been  just  a  natural  evolution  to  keep  them  as  a  separate  group,  be- 
cause particularly  so  many  of  them  were  from.  Germany  itself. 

Mr.  Stefan.  When  was  that?     What  year  was  that? 

Mr.  Carusi.  That  was  before  the  war,  during  the  war,  and  im- 
mediatelv  after. 

Mr.  Stefan.  Let  me  say  something  about  that.  I  can  subscribe 
to  a  good  deal  of  that  because  I  was  there  in  1939  and  I  saw  som.e  of 
that  persecution  first-hand.     It  was  not  exaggerated  at  all. 

Mr.  Carusi.  The  result  was  that  they  were  considered  a  special 
problem,  a  special  situation  and  they  were  always  kept  in  a  special 
category.     I  think  that  is  how  that  got  its  start. 

Air.  Clevenger.  In  making  applications  for  visas,  are  those  people 
given  preference  in  the  matter  of  a  visa,  over  a  Catholic  or  a  Lutheran? 

Mr.  Carusi.  Oh,  not  at  all.  In  the  actual  issuance  of  visas,  the 
quota  laws  apply. 

Mr.  Clevenger.  I  know,  but  I  am  asking  do  any  get  preference 
in  the  issuance  of  these  visas?  Do  you  treat  any  of  them  as  special 
cases? 

Mr.  Carusi.  Oh,  no.  In  the  President's  directive,  he  is  very 
specific  in  saying  that  there  shall  be  a  fair  apportionment  according 
to  creed.  They  have  no  preference  in  that  respect  at  all.  No 
religious  group  has  a  preference. 

conditions  in  certain  displaced  persons  camps 

Mr.  Clevenger.  The  reason  I  am  asking  you  about  this  is  that  I 
visited  one  of  these  camps — and  I  am  now  referring  to  the  matter  of 
the  maintenance  of  the  camps — where  the  weeds  were  uncut.  This 
was  a  unit  of  about  800,  who  were  living  in  a  former  German  barracks 
that  had  been  built  to  accommodate  about  800  men.  They  had  a 
wonderful  bakery,  tm-ning  out  the  only  white  bread  that  I  saw  m  the 
occupied  areas,  or  any  place  else,  for  that  matter,  except  Sweden 
and  Switzerland,  in  Europe.  I  saw  some  of  the  finest  short  ribs  of 
beef  in  their  ovens,  full  of  it,  cooking  for  their  dinner;  potatoes  that 
were  unlike  any  that  we  saw  anywhere  in  Europe.  They  looked  like 
the  cream  of  the  American  crop. 

Present  at  this  camp  was  a  girl  wearing  the  leaves  of  a  major.  She 
was  Scottish.  She  had  on  the  uniform  of  the  IRO.  One  of  the  mi- 
nority members  of  the  committee  questioned  this  girl  about  the  un- 
sanitary condition  of  the  quarters  of  these  people;  they  were  not  keep- 
ing the  barracks  clean;  they  did  not  cut  the  weeds;  they  did  not 
police  the  camp. 

She  expressed  a  fear  of  what  would  happen  so  her  if  she  tried  to 
obtain  better  discipline. 

In  fact,  this  Congressman  said— and  I  could  subscribe  to  that, 
too — that  if  he  were  running  the  camp  there  would  be  short  rations 
until  the  weeds  were  cut  and  the  camp  was  policed  and  the  quarters 
made  clean.  And  while  he  was  making  that  remark  she  said  to  me, 
"Congressman,  my  life  would  not  be  worth  a  cent  if  I  tried  to  enforce 
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that  sort  of  discipline  eitlier  by  rationing  or  bj^  taking  away  privi- 
leges, or  anything  else,  in  the  camp." 

I  can  well  iniderstand  why  she  might  have  been  afraid,  because  there 
was  no  military  protection  around  her^  unless  she  were  to  send  out 
for  a  squad  car  or  some  of  the  police,  and  whether  the  German  police 
could  have  helped  in  such  a  situation  or  not,  1  do  not  know. 

Then  we  got  down  to  the  question  of  providing  food  for  winter. 
These  men  who  were  there  were  well  fed.  There  was  more  food 
there  than  they  could  use. 

I  did  not  see  these  myself,  but  the  committee  determined  that  there 
were  on  hand  a  couple  of  automobiles  owned  by  members  of  the  camp; 
some  12  or  13  motorcycles  and  a  couple  of  hundred  bicycles. 

There  was  more  food  in  the  camp  than  they  could  consume.  And 
in  the  black  market  that  they  had  over  there,  a  fellow  on  foot  might  get 
along  pretty  well,  but  if  he  had  a  bicycle,  he  had  that  much  wider 
range  and  with  a  motorcycle  or  an  automobile,  his  territory  was 
expanded  considerably. 

Now,  I  am  quite  serious  about  this. 

Mr,  Carusi.  It  is  serious. 

Mr.  Clevexger.  There  wiere  a  lot  of  cameras  in  their  possession. 
There  were  any  number  of  other  things,  because  inquiry  among  the 
Germans  brought  out  the  fact  that  they  would  part  with  almost  any 
of  their  possessions  if  they  could  get  some  extra  food  for  some  member 
of  their  family,  perhaps,  who  was  sick.  There  was  a  lucrative  trade  in 
objects  of  art  and  keepsakes  out  of  German  households. 

There  Was  a  complete  refusal  in  this  camp  to  cut  wood  for  the 
wintertime.  As  you  know,  transportation  of  fuel  over  there  was  the 
No.  1  problem.  The  Russians  used  so  much  of  the  rolling  stock  of  the 
raih'oads  to  transport  stuff,  that  there  were  no  cars  left  at  home. 

Mr,  Stefan.  You  mean  to  transport  stufl"  to  Russia? 

Mr.  Clevenger,  Yes.  Many  of  the  railroad  cars  did  not  come 
back.  They  went  behind  the  curtain,  and  where  the  gage,  the 
raih'oad  gage,  was  normal,  they  stayed. 

We  visited  another  camp  in  the  same  city,  and  I  do  not  mind  telling 
you  the  name  of  it,  Landsberg.  There  there  were  housed  in  long 
apartment  houses,  three-  or  four-story  buildings,  the  former  working 
class  whom  they  had  taken.  Their  quarters  were  kept  immaculately 
clean.  They  were  scrubbed  from  the  front  steps  to  the  top  of  the 
buildings.  I  opened  door  after  door  and  in  one  of  them  they  even  had 
a  little  kindergarten  in  progress. 

There  were  about  four  families  cooking  together;  four  families 
doing  their  own  cooking.     These  were  Baltic  people. 

In  this  other  camp  I  mentioned  first  they  had  the  cooking  done  for 
them  and  did  not  keep  their  own  places  clean.  In  this  place  the 
street  was  clean  and  everything  was  immacidate  about  these  houses. 
Their  wood  was  cut  for  the  winter.  The  IRO  officer  in  authority, 
supervisor,  said  that  1,200  of  their  men  had  been  allocated  by  the 
military  government  to  cut  wood  for  the  other  camp  that  refused  to 
cut  theu-  own  wood.  This  is  not  hearsay.  I  got  this  evidence  in 
person. 

Air.  Carusi.  I  will  agree  that  it  is  so,  because  I  have  seen  it,  too. 
But  I  think  we  should  bear  this  in  mind,  Mr.  Congressman.  In  the 
first  place  the  camps  which  are  lacking  in  discipline  are  in  the  very 
small  minority.     I  know  places  where  the  kind  of  discipline  which 
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this  girl  said  she  did  not  dare  impose,  has  been  very  effective  in  other 
camps,  where  they  started  out  with  that  insubordination  and  dishke 
for  authority. 

Mr.  Clevenger.  It  was  so*unsanitary. 

Mr.  Carusi.  I  happen  to  know  about  Landsberg.  It  was  one  of 
the  very  bad  concentration  camps.  And  I  also  know  that  most  of 
the  present  Landsberg  population  are  those  self -same  people.  Those 
people,  during  the  concentration-camp  days,  were  denied  many  things 
which  they  ought  to  furnish  for  themselves  now.  They  have  been 
caused  to  deteriorate  by  their  then  keepers  and  masters  and  many 
of  them  are  of  the  psychological  character  that  they  ought  to  have 
been  gotten  out  of  there  long  before  this.  And  if  they  are  going  to 
be  kept  in  that  same  concentration  camp,  they  are  not  going  to  help 
themselves. 

I  am  not  going  to  justify  what  they  are  doing,  but  that  is  the 
attitude  of  mind,  that  is  the  way  their  minds  have  been  slanted. 

I  do  know  about  that  Landsberg  situation  and  it  is  not  a  good  one. 
That  camp  has  had  several  riots  in  recent  years,  because  they  are 
still  the  same  people  who  were  there  under  the  Germans.  It  was  then 
a  concentration  camp  and,  so  far  as  I  was  able  to  see,  about  all  that 
they  have  done  is  to  change  their  keepers  and  they  now  have  keepers 
who  do  not  beat  them.  I  thinlv  that  has  been  the  only  improvement 
that  they  can  feel. 

Mr.  Clevenger.  They  are  fat  and  sassy  and  healthy  looking. 

A'Ir.  Carusi.  That  is  right.  We  are  feeding  them  and  we  are  not 
beating  them.  But  they  are  still  where  they  were  beforehand  they 
suffered  pretty  badly.  I  think  it  has  affected  their  attitude  on  life. 
As  long  as  they  are  in  that  kind  of  institution,  that  is  the  way  they 
are  going  to  live.  If  they  could  be  gotten  out,  as  some  of  them  have, 
I  am  told  that  some  of  these  people  who  looked  hopeless  failures  and 
completely  lost  to  usefulness,  when  they  struck  some  place  like  Pales- 
tine, or  some  other  place  where  they  were  free,  became  different  people. 
I  do  not  say  that  would  apply  to  everybody  in  Landsberg;  I  do  not 
know;  no  one  knows. 

Mr.  Stefan.  How  many  are  there? 

Mr.  Carusi.  3,000  or  4,000;  something  like  that. 

Mr.  Clevenger.  We  just  went  through  this  800-person  unit,  and 
made  a  thorough  inspection  of  them  and  then  these  apartment  houses 
of  the  Baits.  They  had  been  under  the  same  sort  of  treatment  as  the 
people  at  the  other  camp. 

Mr.  Carusi.  The  Baits  were  not  in  concentration  camps.  They 
are  more  recent  arrivals.  They  were  self-respecting  and  free  men  more 
recently  than  the  other  people. 

Mr.  Clevenger.  I  can  say  to  you  that  in. this  camp  to  v/hich  I  am 
referring  I  did  not  see  anyone  whom  I  would  vote  to  admit  to  the 
United  States  as  any  addition  to  America.  It  woidd  be  with  great 
reluctance  that  I  woidd  see  people  of  that  frime  of  mine  in  this 
country. 

Mr.  Carusi.  I  can  understand  that  on  the  basis  of  your  experience. 
I  can  see  how  you  would  reach  that  conclusion,  but  we  cannot  judge 
them  all  by  one  bad  impression. 

Mr.  Clevenger.  There  is  no  reason  why  a  big,  husky,  well-fed 
man,  with  more  food  than  he  could  eat,  could  not  pull  one  end  of  a 
cross-cut  saw  and  cut  some  wood  for  the  winter.     It  would  be  not 
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only  a  physical  discipline  for  him,  but  an  excellent  mental  prepara- 
tion for  his  going  into  a  normal  life.  Bob  Poage  did  most  of  the  ques- 
tioning, and  I  was  glad  he  did,  because  if  I  had  done  it,  I  might  not 
have  been  so  diplomatic.  But  the  only  reaction  that  we  got  was: 
"Who — me  work?"     That  was  the  reaction  that  we  got  in  every  case. 

Mr.  Carusi.  Work  had  been  their  punishment  for  8  or  10  years 
and  somebody  has  got  to  educate  them,  at  least  that  particular  type 
of  person. 

Mr.  Clevenger.  Most  of  these  people  were  not  old. 

Mr.  Carusi.  No;  they  are  young  people.  Most  of  their  adult  life 
has  been  in  slavery,  and  when  you  ask  a  former  slave  to  work,  you 
know  what  the  reaction  can  be. 

Mr.  Clevenger.  They  had  a  voluble  mouthpiece  in  practically 
.e\ery  room  that  you  might  enter. 

Mr.  Carusi.  I  have  no  doubt  of  that,  but  you  see,  you  and  I  are 
judging  them  by  our  own  clear  thinking  and  not  by  the  kind  of  think- 
ing that  comes  when  your  mind  has  been  subjected  to  the  things  to 
which  theirs  had  been  subjected.  That  makes  a  difference.  I  am 
still  not  justifying  their  attitude,  but  explaining  it. 

Mr.  Cleveis'GER.  So  far  as  I  am  concerned,  the  last  thing  I  should 
want  to  do  would  be  to  introduce  that  un assimilable  group,  or  any 
like  them,  into  the  United  States.  I  would  m.uch  rather  find  a  place 
for  them  in  Africa,  or  in  some  new  country,  and  help  them  establish 
themselves  there. 

Mr.  Carusi.  There  must  be  among  the  DP's  some — ^and  there  are 
some  people  we  would  all  agree  are  undesirable  and  would  not  make 
good  Americans,  and  I  think  whatever  process  is  entered  into  by  this 
Goverimient  to  bring  people  ov^er  here  is  a  processs  which  will  look 
to  the  interest  of  the  American  public;  there  is  no  question  about 
that,  no  doubt  of  it  in  the  world.  But  we  should  not  close  the  doors 
to  them  all  because  we  might  find  one  camp  full  of  bad  ones, 

Mr.  Clevenger.  When  I  go  to  a  little  town  of  6,000  people,  where 
I  live,  and  find  GI's  living  in  little  huts,  in  accomm.odations  like  trailers 
by  the  dozens — and  in  my  State  of  Ohio  there  are  places  where  there 
are  scores  of  these  little  trailer-cam.p  groups,  and  I  even  find  some  GI 
students  living  there — -then  I  think  that  we  do  not  need  those  people, 
that  what  we  need  is  housing  and  to  provide  some  opportunity  for  our 
own  people.  We  can  fuid  another  place  in  the  world  for  these  other 
people,  where  they  need  the  population. 

Mr.  Carusi.  Of  course  you  could  bring  over  somebody  who  would 
build  those  houses. 

Mr.  Clevenger.  I  doubt  it. 

Mr.  Carusi.  Well,  I  do  not.  There  are  many,  many  construction 
workers  am.ongst  those  people. 

Mr.  Clevenger.  Soro.ebody  would  get  hold  of  them  and  even  at 
$35  a  day  they  would  not  spread  any  more  plaster  than  some  whom 
we  have  here  now,  who  originally  came  from  the  same  place. 

Mr.  Carusi.  The  easiest  way  to  find  that  out  is  to  give  them  a 
chance. 

Mr.  Clevenger.  I  think  there  are  many  places  in  the  world  that 
need  them  worse  than  we  do,  and  I  am  willing  to  help  send  them 
there. 
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ELIGIBILITY     OF     CERTAIN    DISPLACED    PERSONS    FOR    IMMIGRATION    TO 

THE    UNITED    STATES 

Mr.  HoRAN.  I  would  like  to  know  what  has  happened  to  some  of 
those  unfortunate  people  who  are  the  victims  of  past  migrations,  and 
who  have  found  themselves  in  that  borderland  of  places  hke  Bes- 
sarabia, and  others,  where  the  authority  over  them  has  changed 
from  Nazi  to  Russian,  where  they  have  become  embroiled  in  the 
multitudinous  problems  that  were  involved  in  tliis  matter  that  we 
have  before  us,  with  all  of  the  history  that  is  behind  them. 

I  am  thinking  now  of  two  outstanding  Americans,  not  nationally 
famous  perhaps,  but  real  men  and  Americans  and  both  of  the  same 
name,  William  Raugust.  One  was  one  of  the  assistant  attorneys  at 
Nuremberg  for  a  period,  and  associated  quite  closely  with  our  former 
colleague,  Charles  LaFoUette. 

The  other  is  an  outstanding  immigrant  who  came  to  my  district 
and  is  one  of  the  big  men  in  a  community,  almost  all  of  whom  came 
from  the  old  country,  from  two  places;  one  part  of  them  had  migrated 
over  a  century  ago  into  the  Volga  Valley  and  set  up  their  own  schools 
and  si3oke  their  own  language  there.  At  the  turn  of  the  century  they 
migrated  again,  this  time  to  the  United  States,  because  of  impress- 
ment of  many  of  them  in  the  Cossack  armies;  and  the  other  group 
that  live  in  this  community  are  those  who  came  over  from  Bessarabia 
under  similar  threats  and  left  the  ones  that  I  wish  to  find  out  about 
now.  Because  I  personally  know  these  people,  I  know  that  they 
make  good  Americans. 

I  understand  they  are  under  a  shadow  of  suspicion  and  it  is  difficult 
to  get  them  cleared  for  migration  to  this  country. 

They  would  build  the  houses  we  need,  I  am  convinced  of  that.  I 
believe  these  people,  these  Raugusts,  contacted  you  early  in  December. 
I  wondered  what  the  situation  was  now,  because  this  group  are 
deserving;  there  is  no  question  about  that. 

Mr.  Clevenger.  Will  the  gentleman  yield  there? 

Mr.  HoRAN.  Surely. 

Mr.  Clevenger.  It  is  not  a  matter  of  gettmg  somebody  to  build 
the  houses,  it  is  a  matter  of  getting  materials  to  build  those  houses; 
yet  we  are  giving  materials,  steel,  and  nails  and  plumbing  supplies, 
to  everybody  all  over  the  world. 

Mr.  Horan.  Wliat  I  am  driving  at  is  this:  Knowing  their  relatives 
in  my  district  I  can  endorse  at  least  the  foundation  of  stock  that  these 
people  came  from.  Their  relatives'  record  during  the  war  as  loyal 
Americans  is  not  excelled  by  anybody's.  Their  record  in  the  com- 
munities that  they  have  set  up  near  Spokane,  Wash.,  is  not  exceeded 
anyv\'here. 

What  is  the  situation  with  regard  to  those  people?  They  were 
involved,  as  I  say,  in  having  been  first  induced  to  serve  with  the 
Nazis  in  a  transition  period  when  their  loyalty  and  their  reputation 
became  clouded.  As  I  understand,  early  in  December,  the  State 
Department  doubted  very  much  that  anything  could  be  done  for 
them. 

Mr.  Carusi.  Probably  are  now  back  in  Bessarabia.  That  is  the 
main  difficulty,  getting  anybody  out  from  behind  that  curtain. 

Mr.  Horan.  1  am  sure  you  are  familiar  with  these  cases  and  I 
would  like  to  have  an  answer  supplied  for  the  record,  if  you  will. 
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Mr.  Peurifoy.  Was  this  an  individual  case,  Mr.  Congressman? 

Mr.  HoRAN.  No.  It  is  a  group.  Botli  these  men  that  I  mentioned 
are  WilHam  Raugust's  cousins,  who  have  relatives  in  this  group.  But 
it  is  quite  a  large  group.  If  you  can,  I  wish  you  would  supply  an 
answer  to  my  question  for  the  record. 

Mr.  Saltzmax*  We  shall.  I  am  not  familiar  offhand  with  the 
cases,  but  I  will  look  them  up.  But  if  we  are  talking  about  people  in 
Bessarabia,  as  Mr.  Carusi  says,  that  is  under  Soviet  control. 

Air.  HoRAN.  I  am  not  sure  and  I  would  like  permission  to  correct 
my  remarks. 

Mr.  Saltzman.  If  they  are  in  Germany  or  Austria,  then  they  may 
come  within  the  classification  of  displaced  persons  as  w^e  have  been 
discussing  them  here  and  therefore  may  be  eligible  to  resettlement  on 
the  same  terms  as  opportunity  may  be  afforded.  But  we  will  get  an 
answer  to  that  placed  in  the  record  for  you. 

Mr.  Stefan.  Have  their  relatives  heard  from  them? 

Mr.  HoRAN.  Yes,  they  heard  from  them.  I  know  that  the  Lutheran 
Church,  at  least  in  the  western  part  of  the  United  States,  is  quite 
united  in  working  for  their  liberation  and  possibly  their  migration 
here.  I  understand  they  have  relatives  in  this  country  all  of  whom  are 
tremendously  solvent  individuals,  as  far  as  I  know,  and  do  appreciate 
their  American  status. 

]VIr.  Saltzman.  You  say  their  name  is  W^illiam  Raugust  and  letters 
have  been  wTitten  to  the  State  Department? 

Air.  HoRAN.  Yes.  I  made  contacts  with  them.  I  called  up  Ca\i- 
ton  Savage  and  he  gave  me  the  name  of  somebody — it  w^as  not  Mr. 
Carusi  and  it  was  not  yourself. 

(The  following  was  submitted  later:) 

Statement  by  INIr.  Salizmajnt 

Upon  my  return  to  the  Department  of  State  fol]owing  the  1, oaring,  T  inquired 
about  the  matter  referred  to  by  Congressman  Horan.  I  found  that  during  the 
latter  part  of  October  1947  or  early  in  IVovember,  Congressman  Horaji  telephoned 
Mr.  Lawrence  Dawson  of  my  staff  and  asked  for  an  appointment  for  two  of  his 
constituents,  both  named  William  Raugust,  to  discuss  the  question  of  the  eligibility 
of  certain  displaced  Volksdeutsche  for  immigration  to  the  United  States.  He 
explained  that  one  of  these  persons  was  a  lawyer  resident  in  Washington,  D.  C, 
and  the  other  was  visiting  the  city  and  lived  in  Washijigton  State.  An  appoint- 
ment was  made  for  the  same  day.  Mr.  P^august  from  Washington  State  came 
alone,  and  conferred  with  Mr.  Dawson,  and  also  with  Mr.  Elliott  Coulter,  As- 
sistant Chief  of  the  Visa  Division. 

He  stated  that  he  was  especially  interested  in  the  problem  connected  with  the 
eligibility  of  a  group  of  Ressarabian  Volksdeutsche  now  in  Germanj^  and  Austria. 
These  persons,  according  to  Air.  Raugust,  are  refugees  from  Communist  Russia 
because  they  came  to  Germany  and  Austria  under  the  following  conditions:  In 
1940  the  U.  S.  S.  R.  invaded  Bessaral^ia  and  annexed  that  part  of  Rumania. 
The  German  niinority  group  in  Bessarabia  (i.  e.,  Volksdeutsche)  were  thus  faced 
with  the  prospect  of  becoming  Soviet  citizens  and  being  sent  to  Siberia  as  forced 
laborers.  However.  Hitler  offered  them  haven  in  Gernianv  and  Austria  and 
Stalin  agreed  to  their  being  transferred  provided  they  left  Bessarabia  within  48 
hours.  Mr.  Raugust  emphasized  that  these  persons  were  thus  refugees  from 
communism,  that  they  had  suffered  much  through  their  sudden  eviction  from 
their  homes,  and  that  their  move  to  Germany  liad  been  their  unly  alternative 
to  forced  labor  in  Siberia. 

He  said  that  while  he  did  not  deny  that  some  of  the  individuals  in  the  group  may 
have  been  pro-Nazi,  the  group  as  a  whole  should  not  be  condemned  as  sucli,  that 
they  were  primarily  refugees,  and  that  m.anj^  of  our  fine  Americans  had  had  their 
family  roots  in  this  same  community  in  Bessarabia.  Therefore  (he  concluded),  he 
strongh^  urged  that  they  be  considered  eligible  for  consideration  as  DP  immigrants 
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to  the  United  States.  He  reiterated  that  he  had  no  interest  in  helping  any  in- 
dividual whose  record  identified  him  as  having  been  pro-Nazi. 

At  the  time  of  these  interviews  with  Mr.  Raugust,  the  Department  of  State  had 
been  considering  the  general  question  of  eligibility  of  the  Volksdeutsche  for  immi- 
gration to  the  United  States  under  the  regular  quotas  of  the  cormtries  wherein 
thev  were  born.  The  Department  found  the  discussions  of  one  aspect  of  the  prob- 
lem witli  Mr.  Raugust  extremely  helpful,  in  conjunction  with  similar  discussions 
with  other  interested  persons,  on  other,  related  aspects  of  the  problem. 

Shortly  thereafter,  a  decision  was  made  b}^  the  Department  that  the  Volks- 
deutsche as  such  were  not  to  be  barred  from  consideration  for  eligibility  as  dis- 
placed persons  for  the  purpose  of  immigration  to  the  United  States  under  the 
President's  directive  of  December  22,  1945.  As  a  result  of  this  decision,  the  De- 
partment in  December  1947  instructed  its  consular  oflficers  abroad  that  persons  of 
German  ethnic  origin  who  are  displaced  nationals  of  countries  other  than  Germany 
are  now  eligible  to  apply  for  visas  as  displaced  persons  under  the  President's 
directive  of  December  27,  1945.  The  eligibility  of  such  persons  for  visas  is 
dependent  upon  their  ability  to  establish  their  eligibility  as  DP's  within  the  mean- 
ing of  the  President's  directive  and  prove  that  they  qualify  imder  supplement  D 
of  the  visa  regulations  as  published  in  the  Federal  Regi'ster  of  July  21,  1945  (war- 
time visa  regulations).  Final  decision  concerning  the  status  of  each  such 
applicant  is  made  by  the  consul. 

Mr.  HoRAN.  The  reason  I  have  taken  the  time  of  the  committee, 
Mr.  Chairman,  is  because  there  is  a  job  to  be  done,  and  I  certainly 
agree  with  my  colleague  that  we  are  entitled  to  be  selective,  and  we 
ought  to  know  all  about  these  people,  and,  if  possible,  we  should  know 
the  character  of  their  relatives  in  this  country  who  endorse  their 
immigration  here. 

Mr.  Carusi.  Those  are  the  considerations  which  we  hoped  would 
be  included  in  the  new  legislation,  which  are  not  in  the  present  law. 
The  present  law  requires  us  to  find  out  where  they  were  born,  their 
physical  condition,  and  if  they  committed  an}^  crime  over  there. 
Wliat  their  usefulness  or  skill  is,  their  personal  traits,  and  their 
attainments  ond  intellectual  accomplishments  and  all  of  that  sort  of 
thing  are  not  involved  in  the  present  law.     It  is  quite  important, 

Mr.  Stefan.  So  they  do  not  become  a  public  charge? 

Mr.  Carusi.  Yes,  sir;  that  is  right.  - 

Mr.  Gary.  Mr.  Carusi,  as  a  matter  of  fact,  does  not  the  situation 
which  you  mentioned  a  few  moments  ago  with  reference  to  the 
physicians  illustrate  the  great  error  that  this  country  is  making  in 
dealing  with  displaced  persons?  In  other  words,  physicians  who  are 
presumably  well  educated  and  would  make  good  citizens  are  away 
down  on  the  list  under  our  present  system  or  rather  lack  of  system. 

Mr.  Carusi.  That  is  correct. 

Mr.  Gary.  While  other  people  far  less  desirable  are  ahead  of  them 
on  the  list,  and  will  come  into  this  coimtry  first. 

Mr.  Carusi.  Yes,  sir,  that  is  possible  under  the  present  law. 

Mr.  Gary.  Persons  who  could  be  easily  orientated  are  being  refused 
admittance  while  others  far  less  desirable  are  being  admitted.  There 
is  no  personal  criticism  in  this  because  I  think  Congress  is  largely 
responsible  in  not  prescribing  standards  or,  at  least,  certain  qualifica- 
tions.    Is  not  that  correct? 

Mr.  Carusi.  That  is  so,  and  under  our  pres^ait  actual  operation 
under  the  displaced  persons  program  this  happens:  A  man  is  reached 
on  the  list,  and  we  will  say  he  is  a  perfectly  desu'able  person  from  the 
standpomt  of  his  skill,  and  his  other  personal  characteristics,  and 
suppose  he  has  actually  been  reached  in  order,  and  his  application  is 
at  the  top  of  the  pile.     He  finds  it  difficult  because  of  the  fact  that 
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he  had  run  aAvay  from  homo  or  Avas  pulled  away  from  home,  to  prove, 
let  us  say,  that  he  was  boru  in  Poland,  and  under  our  law  that  is  very 
important.  We  have  to  knoAv  what  country  to  charge  him  against, 
and  if  the  consul  cannot  convince  himself  that  he  knows  that  tliis 
man  is  from  Poland  that  man  is  out,  no  matter  what  his  attainments 
or  qualifications  or  capacity  or  anything  else.  If  he  cannot  prove  he 
is  from  Poland  the  consul  does  not  know  what  country  to  charge  him 
to,  so  he  takes  the  next  man  in  line. 

Air.  Gaey.  I  had  the  same  experience  as  my  colleague.  I  visited 
some  camps  in  Europe,  and  I  saw  people,  without  reference  to  race, 
religion,  or  creed,  that  I  would  not  want  in  this  country  under  any 
circumstances  because  they  were  in  camps  where  they  were  idle,  with 
nothing  to  do,  and  yet  they  lived  under  filth}^  conditions.  I  stuck 
my  head  into  one  of  the  room.s  and  the  stench  was  so  bad  that  I 
ahnost  fainted. 

Now,  we  do  not  want  people^  iji  this  country  that  are  willing  to  live 
under  those  conditions  when  all  they  would  have  to  do  is  a  little  work 
to  clean  up. 

On  the  other  hand,  I  went  into  other  camps  where  the  situation 
was  entirely  different.  We  saw  a  number  of  people  who,  apparently, 
would  make  excellent  citizens. 

Mr.  Carusi.  That  is  quite  true,  but  as  I  say,  our  present  system 
does  not  permit  the  choice  of  which  you  speak  here. 

Mr.  Gary.  That  seems  to  me  to  be  the  chief  question  with  reference 
to  our  policy  of  admitting  these  displaced  persons. 

If  we  are  going  to  bring  in  undesnables,  why,  I  certainly  am  against 
it.  As  far  as  brmgmg  in  some  of  the  more  desirable  people,  who 
would  fit  into  our  system  and  would  make  useful  citizens,  that  is  an 
entnely  dift'erent  question. 

Mr.  Caksfi.  I  should  like  to  say  this,  Mr.  Congressman,  to  assure 
you  on  that  point,  that  those  of  use  who  have  been  working  on  this 
from  the  standpoint  of  the  Government,  make  this  inherent  in  any 
suggestion  or  plan  that  we  thinlv  about  or  set  forth,  that  this  whole 
immigration  of  displaced-persons  plan  be  predicated  upon  a  sensible 
selection  of  these  people,  based  upon  the  public  need  in  the  United 
States,  occupationally  or  otherwise,  and  also  on  the  ability  of  this 
country  to  absorb  them  because  of  the  kind  of  people  that  they  are. 
That  is  inheient  in  the  thing,  and  I  certainly  would  not  have  am^ 
part  in  it  if  the  idea  were  just  to  go  over  there  and  corral  100,000, 
200,000,  or  300,000,  and  let  them  come  in  on  any  basis.  I  do  not 
mean  to  suggest  tJiat  you  are  charging  us  with  any  contrary  plan, 
but  I  merety  set  forth  our  attitude. 

Air.  Gary.  I  think  it  is  a  proper  one,  because  if  we  are  going  to 
take  displaced  persons,  it  is  very  proper  that  we  carefully  select  them. 
The  other  countries  are  selecting  them,  and  I  think  we  should  take 
only  those  who  can .  be  assimilated  into  our  population,  and  not 
bring  people  over  here  who  will  cause  a  lot  of  trouble. 

Mr.  Carusi.  Yes,  we  are  in  agreement  on  that. 

Air.  Gary.  Yes;  I  think  we  are  in  agreement  on  that. 

There  is  just  one  thing  more.  As  I  understand  it  the  IRQ  is  an 
international  organization.  It  makes  up  its  own  budget,  and  spends 
the  money  at  its  disposal.  We  are  members  of  the  organization,  but 
the  State  Department,  as  such,  does  not  actually  spend  the  funds 
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which  we  appropriate.  They  are  turned  over  to  IRO,  and  become  a 
part  of  its  budget. 

Mr.  Saltzman.  Yes,  sir;  that  is  correct. 

Mr.  Gary.  We  make  our  contribution  to  IRO  the  same  as  the  other 
nations  do? 

Mr.  Saltzman.  That  is  correct. 

Mr.  Stefan.  However,  the  contribution  of  the  United  States  of 
America  is  almost  half  of  the  total,  is  that  true? 

Mr.  Saltzman.  It  is  approximatelv  45  percent  of  the  budget  for 
1948. 

OPERAIING  EXPENSES 

Mr.  Stefan.  Not  approximately  45  percent,  but  nearly  46  percent, 
or  45.75  percent  of  the  operating  expenses. 

Mr.  Saltzman.  Of  the  operational  budget,  yes,  sir. 


personnel 

Mr.  Stefan.  Tell  us  something  about  the  personnel  cost  of 
$8,145,204.     How  many  people  do  you  have  in  there? 

Mr.  Saltzman.  That  is  approximately  1,900. 

Mr.  Stefan.  One  thousand  and  nuie  hundred  people? 

Mr.  Saltzman.  Total,  Mr.  Chairman. 

Mr.  Stefan.  That  is  what  you  expect  to  have  in  1949? 

Mr.  Saltzman.  Those  are  international  employees,  and  that 
includes  the  headquarters  and  operating  personnel. 

Mr.  Stefan.  Of  that  how  many  are  Americans? 

Mr.  FiERST.  There  are  334  Americans. 

Mr.  Stefan.  We  pay  nearly  half  of  the  expenses,  and  there  are 
1,900  employees,  and  out  of  that  1,900  we  have  only  334  Americans. 
What  are  those  Americans  doing?    Insert  it  in  the  record. 

Mr.  Saltzman.  Yes,  sir;  we  will  insert  it  in  the  record. 

Mr.  Stefan.  And  what  positions  they  are  holding. 

Mr.  Saltzman.  Yes,  sir. 

(The  matter  referred  to  is  as  follows:) 

Americans  employed  by  the  Preparatory  Commission  for  the  International  Refugee 

Organization  as  of  Dec.  31,  1947 

BREAK-DOWN    BY    GRADE 

Number  of 
Grade:  persons 

1 ' None 

2 None 


3_ 

4, 
5. 
6- 
7. 
8. 
9. 


2 
5 
5 

7 
12 
56 
51 


Grade: 
10 

Number  of 
persons 

84 

11                        -    - 

52 

12 

31 

13 

14 

14  .--    _    - 

4 

15 

1 

Ungraded  (higher 

than  15) 

4 

Total. 


334 
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Americans  employed  by  the  Preparatory  Commission  for  the  International  Refugee 
Organization  as  of  Dec.  81,  1947 — Continued 


BREAK-DOWN    BY    LOCATION 


Numb'.T  of 
persons 

37 


Where  stationed: 

Headquarters,  Geneva 

International  Tracing  Serv- 
ice, Arolsen,  Germany 1 

Austria 27 

Brazil 1 

Czechoslovakia 1 

Far  East  (Shanghai) 6 

United    States    zone,     Ger- 
many         177 


Where  stationed: 

British  zone,  Germany 

French  zone,  Germany 

Italy 

Middle  East 

Netherlands 

Ignited  States  (W^ashington) . 
Venezuela 

Total 


Number  o 
persons 

15 
1 

50 
2 
1 

14 
1 


334 


Americans  Employed  in  Key  Positions 

GENEVA 

Mr.  William  Hallam  Tuck,  Executive  Secretary. 

Mr.  Myer  Cohen,  Assistant  Executive  Secretary  for  Care  and  Maintenance. 

Gen.  Carl  A.  Hardigg,  Chief,  Office  of  Supply  and  Transport. 

Mr.  Robert  R.  Robbins,  executive  assistant  to  the  Executive  Secretary. 

Mr.  Robert  S.  Doty,  Chief,  Office  of  Public  Information. 

Miss  Selene  Gilford,  Chief,  Office  of  Planning  and  Field  Service. 

Mr.  Clarence  H.  Cramer,  Chief,  Division  of  Personnel. 

Mrs.  G.  Gates,  Chief,  Division  of  Administrative  Management  and  Budget. 

IMiss  Helen  R.  Jeter,  Chief,  Office  of  Statistics  and  Operational  Reports. 

Mr.  W\  W.  Cox,  secretary  of  the  Commission  and  special  adviser  to  the  Deputy 

Executive  Secretary. 
Mr.  Andre  Cordova,  Latin-American  officer,  Division  of  Resettlement. 
Mr.  Abba  P.  Schwartz,  Chief  Reparations  Officer. 
Mr.  Richard  J.  Youdin,  Deputy  Chief,  Repatriation  Division. 

OTHER     STATIONS 

Gen.  John  S.  Wood,  Acting  Chief  of  PCIRO,  Austria. 
Mr.   Minter  Wood,   Special   Commissioner,   Brazil. 
Gen.  Vincent  Meyer,  Chief,  PCIRO,  Caracas. 
Gen.  W.  A.  Wood,  Jr.,  Chief,  PCIRO,  United  States. 

Hon.    Pierre   de    L.    Boal,    special   representative   for   negotiations   with   Latin- 
American  governments. 
Mr.  Paul  Edwards,  Chief,  PCIRO,  United  States  Zone,  Germany. 
Admiral  George  F.  Mentz,  Chief,  PCIRO,  Italy. 


PURCHASE    AND    MAINTENANCE    OF   VEHICLES 

Mr.  Stefan.  You  have  an  item  here  of  $3,554,229  for  the  purchase 
and  maintenance  of  vehicles.  What  kind  of  vehicles  are  you  buying 
for  that  $3,500,000? 

Air.  Saltzman.  They  have  at  the  present  time  approximately  3,500 
vehicles  which  they  use  for  the  transportation  of  personnel,  displaced 
persons,  and  supplies. 

Mr.  Stefan.  What  is  going  to  be  the  total  amount  for  the  purchase 
of  vehicles? 

Mr.  Saltzman.  In  this  budget? 

Mr.  Stefan.  Yes. 

Mr.  Saltzman.  $602,650. 

Mr.  Stefan.  That  is  the  over-aU  figure? 

Mr.  Saltzman.  Yes,  sir;  that  is  the  over-all  figure  in  the  total 
budget. 
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Mr.  Stefan.  And  our  part  for  the  purchase  of  vehicles  is  $650,000? 

Mr.  Saltzman.  No:  the  total  amount  in  the  whole  budget  of 
$155,000,000  for  the  purchase  of  vehicles  is  $602,650. 

Mr.  Stefan.  What  is  this  item,  section  2,  "Purchase  and  mainte- 
nance of  vehicles"? 

Mr.  Saltzman.  That  is  for  the  purchase  and  operation  and  mainte- 
nance, $1,628,940. 

Mr.  Stefan.  Of  that,  $602,650  is  for  the  purchase  of  vehicles,  and 
the  rest  of  it  is  for  maintenance  and  operation? 

Mr.  Saltzman.  Yes,  sir. 

Mr.  Stefan.  And  they  have  how  many? 

Mr.  Saltzman.  At  the  present  time  they  have  3,579  vehicles  which 
they  use  for  transporting  their  own  personnel,  displaced  persons,  and 
supplies. 

Mr.  Stefan.  What  kind  of  cars  are  those? 

Mr.  Saltzman.  They  are  mostly  Ai'my  surplus  trucks. 

Mr.  FiERST.  They  actually  haul  supplies  from  the  railhead  to  the 
camp. 

Mr.  Saltzman.  They  have  a  big  job  of  hauling  supplies,  which  you 
can  see,  for  which  they  need  tritcks. 

Mr.  Stefan.  That  is  all,  unless  there  are  some  other  questions. 

Thank  you,  gentlemen. 

Tuesday,  May  18,  1948. 

INTERNATIONAL  KEFUGEE  ORGANIZATION 

STATEMENTS  OF  HERBERT  A.  FIERST,  SPECIAL  ASSISTANT  TO 
THE  ASSISTANT  SECRETARY  FOR  OCCUPIED  AREAS;  UGO 
CARUSI,  CONSULTANT  TO  THE  ASSISTANT  SECRETARY  FOR 
OCCUPIED  AREAS;  AND  WILLIAM  0.  HALL,  BUDGET  OFFICER 

The  Chairman.  Do  you  have  any  justifications  for  this  item,  Mr. 
Fierst? 

Mr.  Stefan.  May  I  suggest,  Mr.  Chairman,  that  we  had  the 
justifications  covering  this  organization  before  the  regular  committee. 

The  Chairman.  Is  there  anything  you  want  to  say  to  bring  the 
picture  up  to  date,  or  is  there  any  change  in  the  situation  from  the 
time  you  were  up  before  Mr.  Stefan's  committee? 

COUNTRIES    ADDED    TO    ORGANIZATION 

Mr.  FiERST.  Yes;  since  that  time  two  new  members  have  been 
added  to  the  IRO — Belgium  and  Argentina-. 

The  Chairman.  You  mean  contributors? 

Mr.  Carusi.  Contributors;  yes. 

The  Chairman.  To  what  extent? 

Mr.  Fierst.  Belgium,  1  percent  to  the  operating  budget  of  the 
IRO,  and  Argentina  1 .5  percent. 

The  Chairman.  To  the  operating  budget? 

Air.  Fierst.  Yes;  that  is  right.  Belgium  1  percent  to  operating 
budget  and  1.35  percent  for  the  administrative  budget. 

The  Chairman.  And  how  much  for  Argentina? 
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Mr.  FiERST.  Argentina  is  1.85  to  the  administrative  budget  and  1.50 
percent  to  the  operating  budget. 

The  Chairman.  What  other  changes  have  there  been? 

Mr.  FiERST.  That  brings  the  total  paying  members  now  to  14. 

Air.  Stefan.  Should  that  not  •■educe  our  participation  somewhat, 
in  view  of  the  two  new  members?  Our  participation  is  39.8  percent 
for  administrative  budget  and  45.75  for  tlie  operating  budget.  I 
should  think  that  would  reduce  our  participation  a  little  bit  by  the 
addition  of  the  two  participating  coimtries. 

Mr.  FiERST.  No;  the  percentage  is  not  reduced. 

Mr.  Stefan.  That  is  fixed? 

Mr.  FiERST.  Yes.  And  since  that  time  Brazil  and  Venezuela  have 
both  submitted  to  the  respective  Congresses  the  necessary  legislation 
for  ratification.  Brazil  expects  the  legislation  to  be  ratified  by  the 
summer  and  Venezuela  probably  before  that. 

Denmark  has  also  indicated  that  it  will,  within  the  next  few  weeks, 
submit  the  same  legislation  to  the  Rigsdag,  and  they  expect  to  ad- 
here within  a  reasonable  time. 

Contributions  Due  and  Received  as  of  April  5,  1948 

The  Chairman.  How  much  did  these  countries  contribute  last 
year?     Is  that  in  the  record  before  us? 

Mr.  Fierst.  No;  it  is  not,  but  we  do  have  a  complete  table  on 
that. 

The  Chairman.  All  right;  put  the  table  in  the  record  showing  the 
contributions,  the  amount,  and  which  countries. 

(The  table  referred  to  follows:) 


PCIRO  contributions  due  and  r 

eceived  as  at 

Apr.  5,  1948 

Signatories 

Percentage  of 
contributions 
per  annex  II 
of  constitu- 
tion 

Total  contri- 
butions due 
(e-xcluding 
large-scale 
resettlement) 

Amounts 

received 

(shown  in 

dollars)  as 

at  Jan.  4, 

1948 

Amounts 
received 
(shown  in 
dollars)  as 
at  .\pr.  5, 
1948 

Percent 
age  re- 
ceived 
of  con- 
tribution 
due  (as 
at  Apr. 
5,  1948) 

Percent- 
age of 
total 

received 
(as  at 

Apr.  5, 
1948) 

Admin- 
istra- 
tive 

Opera- 
tional 

COUNTPIES   WHICH 
HAVE   RATIFIED 

Australia  • 

1.97 

1.35 

3.20 

6.00 

.05 

6.00 

.05 

.04 

1.40 

.50 

.50 

11.48 

39.89 
1.85 

1.76 

1.00 

3.50 

2.50 

.04 

4.10 

.04 

.02 

.90 

.44 

.44 

14.75 

45.75 
1.50 

$2, 753,  224.  80 

1,  575,  405. 00 

5,  440, 717.  50 

5,064,512.50 

62,  824.  20 

6,481,480.50 

62, 824.  20 

.32,  132.  10 

1,  426, 744.  50 

688,  e66.  20 

688, 666.  20 

22,832,463.75 

71,024,898.75 
2, 354, 707.  50 

$688,306.20 

23, 192. 50 

1,360,179.38 

1,010,128.13 

15, 706.  05 

285, 458. 33 

600. 00 

8, 033.  02 

2,  753,  224 

23, 192 

2, 720,  358 

2, 032,  256 

15,706 

285, 458 

600 

8, 033 

356, 686 

688, 666 

173, 174 

22, 832,  463 

53,  268, 674 

100.00 

1.47 

50.00 

50.00 

25.00 

4.40 

1.00 

25.00 

25. 00 

100.  00 

25.00 

100. 00 

75.00 
0 

Belgium  2 

Canada  L    .      . 

Cbina2 .. 

Dominican  Republic ' 

France  2. 

Guatemala  ' 

Iceland  ' 

Netherlands  ^ 

New  Zealand  '  . 

688, 660.  20 

173, 174.  05 

4,030,000.00 

35,512,449.81 

Norway  '  2. 

United  Kingdom  '  2_ 

United       States      of 
America'.-     

62.6 

Argentina. 

Total..  . 

74.28 

76.74 

119,489,267.70 

43, 801,  893.  67 

85,158,490 

1  Contributed  in  freely  convertible  currency. 

'  Contributed  in  funds  of  restricted  convertibility. 
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PCIRO  contributions  due  and  received  as  at  Apr.  5,  1948 — Continued 


Signatories 


Currency  in  which  received,  as  at  Jan. 
4,  1948 


Currency  in  which  received,  as  at  Apr. 
5,  1948 


COUNTRIES   WHICH  HAVE 
RATIFIED 

Australia  ' 


Convertible  sterling  £170,900.11. 


Belgium  2 

Canada ' . 
China  2._. 


Belgian  francs  1,000,000. 


Dominican  Republic  '_ 
France  2 


United  States  dollars ^ 

Chinese  Nationalist  currencv  $12,193,- 
537,440  at  12,000  to  1  US$1. 

United  States  dollars 

French  francs  34,000,000 


Guatemala ' 

Iceland  i 

Netherlands  2__ 
New  Zealand  i. 
Norway  '2 


United  States  dollars. 
do 


United  Kingdom  ■  2, 


United  States  of  Amer- 
ica.' 

Argentina 


Convertible  sterling  £171.105.12 

Kroner  5,000;  US$8fi,083.50;  converti- 
ble sterling  £21,-360.13.5. 
Convertible    sterling    £150,000;   non- 
convertible  sterling  950,000. 

Cash;  $21,174,967  credit  with  State 
Department  or  Army  Department; 
$14,337,482.81. 


Convertible  sterling  of  which  £512,000' 
convertible  sterling  still  subject  to 
final  confirmation. 

Belgian  francs  1,000,000;  further  ad- 
vance, 23,820,000  francs  on  way. 

United  States  dollars. 

Chinese  Nationalist  currency  $190,361,- 
442,000. 

United  States  dollars. 

French  francs  34,000,000  (exclusive  of 
advance  £50,000,000  French  francs 
pending  determination  of  rate  of 
exchange). 

United  States  dollars. 
Do. 

Dutch  florins  950,140. 

Convertible  sterling  £171,105. 

Convertible  except  for  1,000  Norwegian 
kroner. 

$21,500  in  convertible  sterling;  $22,810,- 
963  in  5,658,000  United  Kingdom 
pounds  sterling. 

United  States  dollars. 


Contribution     due;     is     forthcoming 
shortly. 


'  Contributed  in  freely  convertible  currency. 

2  Contributed  in  funds  of  restricted  convertibility. 

Note.— Above  excludes  advances  made  PCIRO  by  British  and  French  Governments  for  supplies  and 
services  amounting  to  about  $5,250,000  from  British  Government  and  $1,900,000  from  French  Government 
to  cover  to  Dec.  31,  1947. 

The  Chairman.  What  about  your  over-all  receipts? 
Mr.    FiERST.  The    over-all    receipts    as    of    April    5,    1948,    were 
$85,158,490. 

OBLIGATIONS    OF    IRO 

The  Chairman.  And  how  much  were  your  obligations  to  that  time? 

Mr.  FiERST.  That  we  do  not  have. 

The  Chairman.  You  do  not  have  that  information? 

Mr.  FiERST.  Not  the  obligations  of  IRO.  We  have  the  amount 
which  the  United  States  has  paid  over  as  of  that  time. 

The  Chairman.  I  do  not  care  particularly  about  that;  I  would  like 
to  know  how  much  they  have  actually  obligated  to  run  the  set-up? 

Mr.  FiERST.  We  do  not  have  that.  We  can  get  that  information 
and  put  it  in  the  record  if  you  wish. 

I  might  say,  Mr.  Chairman,  that  our  delegate  to  the  latest  meeting 
of  the  Conference  in  Geneva  is  on  his  way  home  and  he  will  have  the 
latest  information  when  he  returns. 

The  Chairman.  I  do  not  know  whether  that  will  be  time  enough 
to  do  us  any  good. 

Mr.  Hall.  We  can  get  that  by  cabling  to  Geneva. 

The  Chairman.  We  wculd  have  to  have  tint  informaticn,  if  it  is 
going  to  do  us  any  good,  pretty  quick. 

(The  information  is  as  follows:) 

The  International  Refugee  Organization  keeps  its  accounts  on  an  expenditure 
and  commitment  basis.  Commitments  under  tlie  IRO  accounting  regulations 
correspond  to  United  States  Government  obligations  except  that  commitments 
include  staff  costs  through  the  full  financial  year. 
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Preliminarv  information  from  IRO  headquarters  in  Geneva  indicates  that  at 
the  end  of  Alarch  1948  a  total  of  $77,000,000  had  been  expended  or  committed 
against  receipts  of  $85,158,490.  Present  operations  of  the  Organization  indicate 
that  commitments  and  receipts  will  be  approximately  the  same  at  the  end  of  the 
fiscal  year. 

Number  in  Camps 

The  Chairman.  Has  the  number  in  these  camps  dropped  very- 
mar  kedly? 

Mr.  FiERST.  Yes. 

The  Chairman.  It  has  in  the  last  2  months;  has  it  not? 

Mr.  FiERST.  It  has  dropped  in  the  last  2  months  and  it  has  also 
dropped  since  last  year. 

The  Chairman.  In  the  last  2  months  it  has  chopped  20  percent; 
has  it  not? 

Mr.  FiERST.  No. 

The  Chairman.  Pretty  close  to  that. 

Mr.  FiERST.  The  nimibers  are:  During  January,  970  were  repatri- 
ated, and  9,150  were  resettled. 

During  February,  2,060  were  repatriated  and  9,980  were  resettled. 

During  March,  3,094  were  repatriated  and  14,787  were  resettled. 

During  the  past  year  the  number  of  displaced  persons  has  dropped 
by  200,000  from  the  figures  which  were  submitted  last  year. 

The  Chairman.  And  the  last  2  months  was  the  highest;  higher  than 
the  March  period? 

Mr.  FiERST.  We  do  not  have  any  figures  for  April  or  May. 

The  Chairman.  You  do  not? 

Mr.  FiERST.  No. 

The  Chairman.  I  think  that  is  all  I  have.  You  went  into  the 
administrative  expense  end  of  it;  did  you  not? 

Mr.  Stefan,  Yes;  we  went  into  that  previously. 


Friday,  May  14, 1948. 

UNITED  NATIONS  INTERNATIONAL  CHILDREN'S 

EMERGENCY  FUND 

STATEMENT  OF  MAURICE  PATE,  EXECUTIVE  DIRECTOR,  UNITED 
NATIONS  INTERNATIONAL  CHILDREN'S  EMERGENCY  EUND 

The  Chairman.  Mr.  Pate,  you  desire  to  make  a  statement  with 
reference  to  an  estimate  contained  in  House  Document  No.  6:30  here 
of  $60,000,000  for  the  United  States  contribution  to  the  Children's 
Emergency  Fund  during  tlie  fiscal  year  1949.  You  may  proceed. 
Tell  us  wliat  your  officiarposition  is  and  the  reason  for  your  interest. 

General  Statement 

Mr.  Pate.  I  am  the  executive  director  of  the  fund,  having  been 
appointed  to  this  position  by  Mr.  Lie,  Secretary  General  of  tlie  United 
Nations,  and  I  have  been  in  this  position  now  for  something  over  a 
year. 

As  you  will  see  the  statement  before  you,  we  have  through  the  assist- 
ance of  some  21  different  governments  and  from  the  residual  assets 
of  LTNRRA  and  from  voluntary  contributions  a  total  of  approxi- 
mately $57,000,000.  This  figure  will  shortly  be  further  increased 
by  approximately  $5,000,000  in  new  matching  funds  which  we  ex- 
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pect  from  the  United  States  Government  against  recent  contributions 
received  from  other  governments. 

You  will  note  further  that  we  are  reaching  in  Europe  at  the  present 
time  approximately  4,000,000  children  and  nursing  mothers,  with  an 
annual  ration  of  approximately  300  calories  per  day  which  is  being 
matched  by  the  government,  or  by  voluntary  agencies  in  the  receiv- 
ing country,  so  that  we  supply  a  supplemental  meal  of  approximately 
500  to  600  calories  per  day. 

Our  work  is  about  to  start  in  China  and  the  first  supplies  for  China 
are  now  on  the  sea. 

In  addition,  we  are  making  surveys  in  a  number  of  other  far 
eastern  countries,  and  at  the  present  time  we  are  also  sending  a  sur- 
vey team  into  Germany  composed  of  a  capable  British  nutritionist, 
Dr.  Mikeljohn,  an  American  businessman,  Mr.  Keeny.  and  Dr.  Rarha 
of  Finland. 

CONTRIBUTIONS  BY  GOVERNMENTS 

Mr.  Case.  Mr.  Chairman,  there  is  a  table  under  date  of  April  1, 
appearing  on  page  8  of  the  little  pamphlet  that  has  been  handed  to  u^ 
which  I  think  should  be  in  the  record. 

The  Chairman.  I  do  not  have  such  a  table  before  me. 

Mr.  Case.  This  lists  the  Government  contributions  in  the  paragraph 
at  the  top  of  page  9.     I  think  that  should  be  in  the  record. 

(The  table  is  as  follows :) 

Contributions  by  Governments  to  Date 

There  is  set  forth  below  a  list  of  the  contributions  to  the  fund  which  have  beau 
made  by  governments  up  to  the  present  time.  _   ^^ ^  ^,.^\J 


Country 


Australia- 


Canada. 


Czechoslovakia 

Denmark 

Dominican  Republic- 
France 

Iceland 

Italy 

Luxemburg 

Newfoundland 

New  Zealand 

Norway  _ 

Poland 

Switzerland 

United  Kingdom 


United  States: 

Initial  contribution  - 
Second  contribution- 


Uruguay  

Yugoslavia  '- 
South  Africa- 


Total- 


Contribution 


$3,  224, 000.  00 
320,  000.  00 


3,  544,  000. 00 


5, 000, 000.  00 
200,  000 


5,  200,  000.  00 


600, 
410, 

20, 
900, 

40, 

42, 

2, 

100, 

SIO, 

69, 

250, 

1,111, 

201, 


000.00 
740.00 
000.00 
000.00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
372.  42 
000.00 
500.  00 
500.  00 


15, 000, 000. 00 
12,  652,  364.  64 


27,  652,  364.  64 


1, 000, 000. 00 


40, 275. 00 


41.  999,  752. 06 


Date  of  contribu- 
tion 


September  1947. 
Jan.  12,  1948. 


June  1947. 
February  1948. 


September  1947. 
February  1948. 
Sept.  6,  1947. 
June  17,  1947.  ' 
Oct.  30,  1947. 
Jan.  8,  1948. 
August  1947. 
November  1947. 

Do. 
July  1947. 
January  1948. 
Oct.  7,  1947. 
February  1948. 


July  1947. 
April  1948. 


Dec.  19,  1947. 
March  1948. 


I  10  tons  of  DDT,  value  still  imknown. 
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Mr.  SiT.FAx,  I  understand  the  State  Department  AA'ill  come  up  here 
to  justify  these  estimates,  and  we  are  merely  now  hearing  Mr.  Pate 
because  he  is  to  leave  for  abroad. 

The  CiiAiKMAx.  That  is  right. 

Mr.  S'i'EFAN.  It  is  my  understanding  that  he  is  going  to  leave  next 
week  and  the  chairman  gave  him  time  to  appear  before  the  committee 
for  that  reason. 

Mr.  Pai'e.  That  is  correct. 

CURRENT    CiriLD-FEEDIKG    PROGRAM 

I  think  it  would  be  of  interest  to  your  committee  to  know  that 
extensive  child  feeding  programs  are  already-  going  on  in  Germany. 
Mr.  Voorhees  may  have  already  given  this  picture  to  you,  but  in 
Germany  at  the  present  time  5,000,000  children,  principally  in  the 
schools,  are  receiving  al)ont  300  calories  per  day.  This  meal  is  an 
extremely  modest  one  but  it  reaches  a  relatively  large  number  of 
children. 

And  while  I  am  speaking  of  Germany  I  might  also  add  that  ap- 
proximately the  same  number  of  children.  5.000.000,  are  being  aided 
by  the  Army  in  Japan,  also  with  a  rather  modest  meal  of  200  calories. 

Mr.  Mahox.  Is  that  through  this  fund? 

Mr.  Pate.  No;  that  is  being  done  bj'  the  Army.  In  Germany  and 
Japan  we  have  not  gone  into  those  areas  up  until  now  since  child 
feeding  has  been  carried  on  by  the  Army. 

Mr.  Voortiees.  Under  funds  in  the  GAKIOA  appropriation 

Mr.  Stefan  (interposing).  Mr.  Voorhees,  in  figuring  out  the  ob- 
jective of  2,500  calories  in  Germany  have  j^ou  taken  this  300  into 
consideration  ? 

Mr.  Voorhees,  Yes.  that  is  included. 

Mr.  Stefan.  That  includes  the  children  ? 

Mr.  Voorhees.  Yes, 

Mr.  PAiTi.  In  addition  to  our  work  we  also  are  aiding  certain  med- 
ical projects,  particularly  in  the  campaign  against  tuberculosis. 
Among  the  children  in  Europe  there  is  quite  a  remarkable  method  of 
vaccination,  whereby  at  a  cost  of  10  cents,  or  the  equivalent  of  10 
cents,  the  children  may  be  rendered  to  a  very  high  degree,  immune  from 
tuberculosis  for  a  period  of  some  years. 

_  The  basic  policy  of  the  children's  fund  is  to  aid  children  within  the 
limit  of  its  resources,  no  matter  where  they  are,  and  irrespective  of 
any  consideration  except  the  fact  that  there  is  need.  And  up  to  the 
present  time 

Mr.  AViGGLES WORTH.  That  means  either  outside  the  iron  curtain  or 
back  of  it? 

]\Ir.  Pate.  Yes. 

AGE   OF   CHILDREN    ASSISTED 

Mr.  Case.  What  are  the  ages  of  the  children  who  are  assisted  by 
this  program  in  Germany? 

Mr.  Pate.  Until  the  present  time,  in  view  of  our  limited  funds,  this 
has  been  entirely  an  Army  responsibility  and  the  Children's  Fund 
has  done  no  work  in  Germany. 

Mr.  Case.  I  understood  you  were  going  in  there  today? 
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Mr.  Pate.  No  ;  that  is  only  to  make  a  study  survey  with  the  idea  of 
then  making  a  recommendation  to  the  Board  on  this  matter. 

However,  I  think  it  might  be  well  to  point  out,  and  I  know  that 
this  is  particuLarly  the  wish  of  Mr.  Hoover,  who  appeared  before 
you  gentlemen  recently  and  recommended  the  child  feeding  plan  for 
Germany,  that  the  present  program  should  be  kept  intact  as  is  and 
continued  to  be  done  by  the  Army. 

Our  resources,  of  course,  are  limited.  We  do  not  know  that  the 
survey  teams  will  bring  about  any  change  except  to  recommend  that 
we  help  certain  categories  of  children,  like  tubercular  children,  that 
do  need  some  extra  assistance  beyond  that  which  they  are  now 
receiving. 

Mr.  VooRHEES.  May  I  suggest,  Mr.  Chairman,  that  in  the  survey 
which  Mr.  Hoover  made  in  February  of  1947 — and  I  had  the  privilege 
of  being  associated  with  him — the  children  between  the  ages  of  6  and 
16  seem  to  be  in  a  rather  deplorable  condition,  and  the  supplemental 
ration  for  the  very  small  children  and  for  the  nursing  mothers  was 
reasonably  adequate  under  those  conditions,  but  the  nutrient  condition 
of  the  children  of  school  age  was  very  bad.  , 

Mr.  Case.  That  was  between  the  age  of  6  and  16? 

Mr.  VooRHEES.  Six  and  sixteen ;  yes,  and  we  started  with  a  supple- 
mental meal  of  about  300  calories  per  day  through  the  soup  kitchen 
feeding  in  the  schools  to  about  ?).5  million  children  in  that  ase.  I  do 
not  know  what  the  exact  number  is  but  it  would  l)e  close  to  5,000.000, 
because  the  bulk  of  the  children  in  Germany  who  need  that  feeding — 
and  I  might  say  that  the  children  on  the  farm  are  getting  plenty  to  eat. 

Mr.  Case.  That  is  handled  through  the  military  government? 

Mr.  VooRiiEES.  It  is  entirely,  and  through  the  GARIOA  appro- 
priation ;  it  was  handled  at  first  through  certain  surplus  Army  foods 
which  we  found  over  there  at  that  time,  which  were  beyond  the  needs 
of  the  DP  food  requirements  at  the  time. 

NUMBER   or   CHILDREN   BEING   FED 

Mr.  Case.  Mr.  Pate,  in  the  countries  where  the  international  organ- 
ization is  operating,  how  many  children  are  you  feeding? 

Mr.  Pate.  We  are  reaching  at  the  present  time  approximately 
4,000,000. 

Mr.  Case.  Approximately  4,000.000.  And  that  covers  the  number 
of  children  you  estimate  are  in  need  of  this  supplemental  feeding? 

Mr.  Pate.  No  ;  the  number  is  larger. 

Mr.  Case.  What  is  that  number? 

Mr.  Pate.  I  would  estimate  the  number  that  require  supplemental 
feeding  as  several  times  the  number  which  we  are  now  reaching,  and 
we  hope  that  if  our  resources  allow  the  present  figures  of  the  number 
of  children  reached  may  be  somewhat  increased. 

Continuing  with  my  statement 

The  Chairman  (interposing).  I  do  not  see  how  we  can  go  into 
all  of  that  now.  We  have  had  a  long  hard  day,  and  I  think  you  might 
give  us  a  little  summary  of  that  statement  in  the  next  5  minutes. 

Mr.  Pate.  Yes. 
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ALLOCATIONS  TO  DATE  BY  COUNTRIES 

The  Chairman.  And  then  put  in  the  record  a  table  indicating 
the  destination,  the  uUimate  destination,  by  countries,  by  dollars, 
as  well  as  yon  can,  of  all  the  material  that  is  involved  here. 

Mr.  Pate.  Yes. 

(The  table  is  as  follows :) 

Allocations  to  Date  by  Countries 

Allocations  are  made  by  countries  from  time  to  time  as  the  resources  of  the 
fund  permit  and  as  conditions  change  witliin  tlie  various  countries.  It  is  not 
possible  at  this  time  to  program  tlie  entire  $139,000,000  l)udget.  A  mission  has 
just  departed  for  the  Far  East  (other  than  China)  to  survey  needs  of  that  area 
and  to  recommend  a  program  to  the  fund.  A  similar  survey  mission  is  preparing 
to  visit  the  western  zone  of  Germany  for  the  same  purpose.  The  reports  of 
these  survey  missions,  together  with  tirnier  figures  on  tlie  contributions  expected 
from  all  sources,  will  permit  the  development  of  a  firm  program  by  early  summer. 
There  is  set  forth  below  a  list  of  the  allocations  of  the  resources  of  the  fund 
which  have  been  made  to  date  by  the  executive  board. 


Country  ' 


Albania 

Austria 

Bulgaria 

Czechoslovakia. 

Finland 

France 

Greece 

Hungary 

Italy 

Poland 

Rumania 

Yugoslavia 

China 


Total,  all  countries. 


Total  child 
population 


445, 000 
1.950,000 
2.  496,  fi:!4 
4,06,^.000 
1 , 440, 000 

12,870,000 
.S,  O.'^S,  000 
3,. '512,000 

17,095,000 

9,  257, 000 

6.221,000 

5,  654,  000 

204, 000,  000 


271,843,634 


Number  of 
children 

{and  moth- 
ers'! fed 
through 

UNICEF 


25,  ono 

440, 000 
200,  000 
125.9,50 
80, 000 
390. 000 
340. 200 
171,000 
550,  000 
700,  000 
400, 000 
600, 000 


4,022,150 


.Mlocation 
for  regular 
child- 
feeding 
programs 


$194,195 

1,902,615 

1,164,160 

980, 075 

.592,  690 

1,007,610 

2,231,625 

864,  160 

5,  533,  720 

5,  533.  720 

3, 223,  810 

4,  755,  620 

5, 850, 000 


33, 834, 000 


Allocation 
for  raw 
material 
for  food 

and 
clothing 


$19, 620 

192,  570 

87,  .500 

99,  270 

60,040 

102, 000 

226, 000 

87,  500 

560, 300 

560,  300 

326.  460 

481,490 

596, 950 


3, 400, 000 


Total  allo- 
cations 


$213,  815 
2,  095, 185 
1.251,660 
1,079,  .345 
652,  7.30 
1,109,610 

2,  4,57,  625 
951,660 

6,  094,  020 
6. 094.  020 

3,  5.50,  270 

5.  237,  1 10 

6,  446,  950 


37, 234, 000 


Reserve  for 

summer 

camps, 

etc. 


$19, 170 

188, 160 

8.5,500 

97,000 

58, 670 

99, 670 

220, 850 

85,500 

547,  .500 

547,500 

319,000 

470,500 

583, 350 


3, 322, 370 


I  Missions  are  now  studying  the  needs  in  the  United  States  and  United  Kingdom  zones  of  Germany  and 
in  the  Far  East. 

Note.— The  term  "$"  used  in  this  table  should  be  construed  as  dollar  equivalents. 
PRINCIPAL   ON    WHICH    FUND   OPERATES 

The  children's  fund  operates  on  these  basic  principles:  Distribu- 
tion must  be  made  entirely  on  the  basis  of  need,  without  discrimina- 
tion because  of  race,  creed,  nationality,  status,  or  political  belief. 

From  the  time  we  receive  a  donation  until  the  relief  supply  is  in  the 
consumer's  hands,  the  recipient  child,  the  Children's  Fund  at  all  times 
maintains  title  to  those  goods,  and  the  hands  of  those  through  whom  it 
may  pass  are  only  considered  as  trustees. 

And  I  may  say  that  in  this  work  we  have  built  up  a  very  high  sense 
of  trusteeship.  The  supplies  that  we  send  into  a  country  are  in  addi- 
tion to  the  existing  ration  for  children  and  mothers — and  we  do  not 
send  any  commodity  into  a  country  where  that  country  is  either  ex- 
porting or  contemplating  in  the  near  future  the  export  of  the  same 
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commodity.  We  maintain  an  international  staff  in  each  conntry  which 
has  constant  and  free  access  to  all  parts  of  the  operation,  and  fnll  pub- 
lic information  is  given  in  each  conntry  regarding  the  distribution  of 
supplies,  and  also  all  data  regarding  support  of  the  individual  donat- 
ing countries. 

On  the  basis  of  these  policies,  up  to  now,  21  governments,  including 
the  United  States,  have  made  contributions  to  the  fund  uncondition- 
ally, in  view  of  the  fact  that  we  had  established  in  advance  these  prin- 
ciples, which  were  acceptable  to  the  donee. 

AID  TO   CHILDEEX  IN   EASTERN  EUROPEAN    COUNTRIES 

I  think  that  in  the  2  or  3  minutes  that  are  left  I  might  say  that  the 
most  important  statement  that  I  might  give  to  you  is  that  with  respect 
to  aiding  children  in  the  eastern  European  countries. 

I  happen  to  be  a  conservative  with  a  very  strong  conservative  back- 
ground. I  have  been  through  i-elief  operations  with  Mr.  Hoover  ever 
since  the  days  of  Belgium  and  I  have  recently  been  through  all  of  the 
countries  in  eastern  Europe,  starting  in  Finland  and  going  down 
through  Poland,  Czechoslovakia.  Bulgaria,  Rumania,  and  Yugoslavia. 
I  went  through  these  countries  and  visited  our  operations  right  clown 
to  the  end  of  the  line,  going  not  to  the  capitals  of  the  country,  but  into 
the  villages,  to  see  how  these  goods  were  being  used  and  if  they  were 
distributed  with  entire  fairness. 

Mr.  Maiion.  Are  you  well  pleased  with  what  you  saw  of  the  admin- 
istration? 

Mr.  Pate.  I  came  back  with  very  definite  confidence  in  the  opera- 
tion— with  confidence  that  even  in  those  countries  whose  government 
we  as  Americans  do  not  approve,  the  functions  involved  in  the  supple- 
mentary child-feeding  programs  have  been  carried  out  in  a  most  con- 
scientious and  correct  manner. 

The  Chairman.  Thank  you  very  much,  Mr.  Pate. 

Mr.  Stefan.  Of  course  your  statement  will  appear  in  the  record, 
ISIr.  Pate. 

Mr.  Pate.  Thank  you. 

Mr.  Stefan.  Is  there  anything  else  you  wish  to  add  ? 

Mr.  Pate.  If  I  may  just  add  one  other  thing :  We  have  an  American 
as  chief  of  mission  in  five  of  these  countries 

PREPARED  statement  OF  OPERATIONS  OF  FUND 

Mr.  Stefan.  All  of  that  is  in  your  prepared  statement  'i 

Mr.  Pate.  Yes. 

(The  statement  referee!  to  follows:) 

Statement  ox  Operation.s  of  the  T'xited  Nations  International  Children's 
Emergency  Fund  (UNICEF)  by  Maurice  Pate,  Execx  tive  Director 

(1)  To  date  contrihutions  and  pledges  to  UNICEF  from  21  governments,  from 
residual  assets  of  UNRRA,  and  from  voluntary  contributions  total  .$r)7,301,274. 

(2)  UNICEF  is  now  operating  in  12  countries  in  Europe  providing  appi'oxi- 
matel.v  4,000,000  children  and  nursing  and  pregnant  mothers  with  a  food  supple- 
ment of  aiiout  ."iOO  caloi'ies  daily.  Tliis  supplement  of  special  protective  foods, 
augmented  by  caloric  matching  of  governments  and  voluntary  agencies  in  the 
receiving  countries,  provides  a  total  supplementary  meal  of  .jOO  to  600  calories  per 
day  for  the  al)ove  4,000,000  recipients. 
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(3)  We  have  a  mission  in  Nanking,  ("liina.  with  a  branch  office  in  Shanghai. 
The  first  shipments  of  lelief  supplies  are  now  (m  the  water  enronte  to  China  for 
the  feeding  of  liCiO.oiH)  cliildreii  in  <>  Chinese  cities.  Plans  are  currently  being 
developed  for  early  extension  of  these  initial  operations. 

(4)  Dr.  Thomas  I'arran.  formerly  United  States  Surgeon  Gi'iieral.  accompanied 
);y  Dr.  C.  K.  I.al<shmanan,  director  of  the  All  India  Institute  of  Hygiene  and 
Public  Health  of  Calcutta,  is  now  visiting  a  number  of  countries  outside  of  Cliina 
in  the  Far  East  to  develop  projects  for  cliild  health  and  care. 

(."O  A  mission  of  three  experts.  Dr.  Arnold  P.  Meiklejohn  (United  Kingdom), 
Mr.  Sam  Keeny  (United  States),  and  Dr.  Carl  Uaiha  (  I^'iidarid  (.  is  now  making  a 
survey  in  Germany  and  will  assist  zonal  Army  commanders  there  in  preparing 
applications  for  aid  to  UNICEF. 

( (i)  In  addition  to  its  basic  program  of  group  feeding  through  schools,  mother's? 
clinics,  day  nurseries,  children's  institutions,  etc.,  the  fund  is  jjroviding  raw 
material  to  be  converted  into  childreirs  clothing,  and  linens  and  blankets  foi- 
children's  institutions.  Tlie  fund  in  cooper.-itioii  with  WHO  and  the  Danish  lied 
Cross  is  also  engaged  in  a  mass  antitubercular  campaign  for  diildren  tlirough 
BCG  vaccination  and  in  projects  for  increasing  the  number  of  trained  child  health 
and  welfare  persoTuiel. 

(7)  Tlie  basic  policy  of  tlie  Children's  Fund  is  to  aid  children,  within  the  limits 
of  its  resources,  no  matter  where  they  are  and  irrespective  of  any  consideration 
except  the  factor  of  need.  With  this  objective  goal,  the  fund  expects  and  receiver 
equal  objectivity  in  the  iitilization  of  its  re.sources  in  all  the  countries  to  wliich 
these  resources  go. 

(5)  Among  others  the  fund  lias  these  basic  principles: 

(a)  Distril)ution  nuist  be  made  entirely  on  the  basis  of  need  without  discrimi- 
nation becjiu.se  of  race,  creed,  nation.-ility  status,  or  political  belief. 

ih)  From  the  time  that  the  fund  receives  a  donati(m  until  the  relief  .supplies 
purchased  therewith  are  consumed  by  the  recipient  child,  title  remains  contin- 
uously ve.sted  in  the  fund.  All  h;indlers  of  the  supplies  along  the  line  give  receipts 
certifying  that  their  role  is  t'';!t  of  igf'nt-trustee  for  th"  fund:  and  this  sense  of 
trus  eesh  p  has  been  built  up  in  a  hi  ;lily  saiisfactory  way. 

(c)  The  supplies  are  in  addition  to,  and  do  not  replace,  existing  rations  for 
children  and  nursing  and  pregnant  mothers;  no  commodities  are  supplied  of  a 
type  similar  to  tho.se  which  a  country  is  exporting,  or  contemplating  exixirting. 

(  rf  )  International  staff  of  the  fund  operating  in  each  country  have  constant  and 
free  access  to  all  parts  of  the  relief  operation. 

(e)  Ft'11  public  information  is  given  in  each  country  regarding  the  distribu- 
tion of  supplies  and  also  all  data  regarding  the  support  of  individual  donor 
countries. 

(9)  In  view  of  its  basic  policies,  all  contributions  by  governments  and  indi- 
viduals thus  far  made  to  the  Children's  Fund  have  been  on  a  completely  uncon- 
ditional basis.  The  determination  of  the  fund  is  to  maintain  this  relation  of 
confidence  with  its  supi>ortei-s  throughout  the  period  of  operation. 

(10)  During  the  first  G  weeks  of  194S  I  personally  visited  S  of  the  12  receiving 
countries  in  Europe  and  am  able  to  affirm  from  first-haiul  observation  that  the 
basic  policies  of  UNICEF  are  being  carried  out.  Since  these  supplies  are  going 
to  over  oO,OW  institutions  or  distribution  points,  there  may  be  from  time  to  time 
isolated  incidents  requiring  action  and  correction,  and  full  measures  against  such 
possibilities  have  been  taken.  Wherever  the  resources  of  the  fund  go  the  prin- 
ciple of  thorough  and  constant  visitation  from  top  to  bottom  of  the  picture  is 
emphasized. 

(11)  Wherever  T'NICEF  supplies  are  distributed  you  may  be  sure  that  the  peo- 
ple know  whei'e  the  help  is  coming  from.  Newspa]iers  in  all  the  assisted  countries 
carry  frequent  stories  on  the  operation,  and  the  radio  also  helps  to  make  knctwn 
its  full  signiHcance.  The  word  UNICEF.  pronounced  Uni-.sef,  is  now  known  far 
and  wide  in  Europe. 

(12)  Any  fe.-irs  that  supplies  sent  in  by  the  fund  might  be  misused  have 
proved  groundless.  Instead,  it  has  become  a  matter  of  highest  national  pride 
that  the  l)asic  agreements  between  UNICEF  and  the  governments  of  the  assisted 
countries  must  be  faithfully  fulfilled  down  to  the  smallest  bookkeeping  entry. 
T.vpical  of  the  attitude  of  all  the  recipient  countries  is  that  shown  in  tlie 
instructions  the  P>ulgarian  Government  has  issued  to  all  its  nationals  partici- 
pating in  the  program.  Failure  to  carry  out  any  pai;t  of  these  instructions,  the 
official  document  states,  might  "reflect  upon  the  recitation  of  our  country  before 
the  United  Nations." 
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(13)  Relief  goods  are  carefully  and  securely  stored,  and  their  use  is  accounted 
for  with  complete  thoroughness.  Pilferage,  which  to  some  extent  took  place 
in  the  chaotic  period  immediately  after  the  war,  is  negligible  for  UNICEF 
supplies.  No  matter  how  far  from  railroad  points,  everywhere  the  greatest 
effort  is  made  to  get  the  supplies  to  where  they  are  most  needed. 

(14)  Tens  of  thousands  of  persons — government  officials;  teachers,  doctors, 
and  nurses;  the  clergy,  village  priests  and  ministers;  trade-unionists;  and 
fitizens'  groups  of  all  kinds — are  involved  in  getting  this  food  to  the  children. 
Volunteer  women  workers  in  particular  play  an  important  role  in  the  operation. 
They  work  side  by  side,  those  who  belonged  to  the  prewar  aristocracy  along 
with  the  wives  of  laborers.  There  is  no  distinction  in  their  devotion,  and 
they  make  no  distinction  among  the  children,  meeting  as  best  they  can  the  needs 
without  regard  to  race,  nationality,  religion,  or  the  political  affiliations  of  the 
parents. 

(15)  Governments  every whei-e  are  making  tremendous  efforts  to  meet  the 
needs  of  these  children.  They  have  priority  on  what  food  there  is.  The  schools, 
the  hospitals,  and  other  places  taking  care  of  children  come  in  for  a  large 
share  of  national  budgets.  This  concern  with  children  impresses  everyone 
visiting  those  countries.  But  it  is  not  enough.  These  countries,  after  the 
direct  impact  and  destruction  of  war,  have  been  left  with  problems  too  great 
for  them  to  meet  from  their  own  resources. 

(16)  The  containers  carrying  the  United  Nations  emblem  which  have  now 
become  familiar  in  even  remote  European  villages  hold  more  than  milk.  They 
stand  for  the  United  Nations  and  the  principle  of  international  cooperation, 
and  they  are  being  most  gratefully  received  everywhere.  In  all  receiving 
countries,  from  the  highest  government  circles  to  the  smallest  distributing 
point,  I  have  observed  the  greatest  conscientiousness  in  those  who  have  any 
part  in  this  undertaking. 

(17)  Here  is  the  United  Nations  in  concrete  humanitarian  action  and  it 
has  the  allegiance  of  men  and  women  of  all  classes,  all  nationalities,  all  religions, 
and  all  political  beliefs.  Feeding  the  children  is  one  thing  they  can  get  together 
on,  and  they  are  doing  so  in  a  way  that  leaves  no  room  for  cynicism  or  doubt. 
There  is  real  hope  in  this  practical  demonstration  of  what  the  United  Nations 
can  do  toward  bettering  the  daily  lives  of  the  people  it  was  set  up  to  serve. 


Ttjesday,  May  18,  1948. 

INTERNATIONAL  CHILDREN'S  EMERGENCY  FUND 

STATEMENTS  OF  MISS  KATHARINE  LENROOT,  CHIEF  OF  THE 
CHILDREN'S  BUREAU,  SOCIAL  SECURITY  ADMINISTRATION,  FED- 
ERAL SECURITY  AGENCY :  AND  WILLIAM  0.  HALL,  BUDGET  OF- 
FICER, DEPARTMENT  OF  STATE 

Mr.  Hall.  Mr.  Cliairnian,  the  next  item  tliis  morning  is  in  Docn- 
ment  639,  "International  Children's  Emergency  Fund,"  the  second 
item  on  page  2.     The  justification  begins  on  page  1. 

Miss  Lenroot,  who  is  a  member  of  tlie  board  of  the  Children's  Emer- 
gency Fund  is  here,  and  will  testify  on  this  item. 

The  Chairman.  Do  you  have  a  short  statement? 

General  Statement 

Miss  Lenroot.  I  have  a  statement  that  I  would  like  to  file  and  sum- 
marize briefly  for  the  committee. 

The  Chairman.  We  will  put  the  statement  in  the  record. 
(The  statement  referred  to  is  as  follows :) 
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STATKMENT  of    rRINCIPAL   WlTNKSS   FOR   ( 'ONTRIBt'TlON   TO  THE    INTERNATIONAL 

ClIlLUKKX's    EMEKfiENCY    Fl'NU 

By  Katharine  F.  Lenroot,  Chief,  Children's  Bureau.  Social  Seeurity  Artministra- 
tion,  Federal  Secui'ity  Ajrency,  and  United  States  Ke!)resentative  on  the  Exec- 
utive Hoard  of  the  International  Children's  Emergency  Fund,  and  on  the 
Program  Committee  of  the  Board 

I  have  served  on  the  Executive  Board  (and  its  I'rogram  Committee)  of  the 
International  Childivn's  Emerf,'ency  Fund  since  the  Fund  was  estahlished.  and 
am  also  serving  as  Chairman  of  the  I'.oard's  Conunittee  on  Administrative  liudget. 
In  these  caiiacities  I  have  had  the  opportunity  of  observing  closely  the  work  of 
the  Fund.  Moreover,  in  coimection  with  the  meeting  of  the  Program  Committee 
in  Paris  in  August  1947,  the  representatives  of  countries  asking  for  assistance 
met  with  the  Committee  for  discussion  of  their  needs  and  i)roposed  plans  of 
operation. 

I  wish  to  support  warmly  the  proposal  for  an  appropriation  of  $60,000,000 
to  enable  the  President  during  the  tiscal  year  1949  to  carry  out  the  provisions 
of  the  International  Children's  Emergency  Fund  Act  of  1948  (Title  II  of  Public 
Law  472,  approved  April  3,  1948). 

Orif/iu  of  the  United  Nations  International  Children's  Emergency  Fund 

As  stated  in  the  material  submitted  to  this  Committee  in  .iustitication  of  the 
appropriation  estimate,  the  International  Children's  Emergency  Fund  was  estab- 
lished by  Resolution  No.  57  of  the  General  Assembly  of  the  United  Nations  on 
December  11,  194(i.  This  resolution  provides  that  the  Fund  is  to  be  utilized 
and  administered,  to  the  extent  of  its  available  resources  : 

(a)  For  the  benefit  of  children  and  adolescents  of  countries  which  were  vic- 
tims of  aggression  and  in  order  to  assist  in  theii-  rehabilitation  ; 

(6)  For  the  benefit  of  children  and  adolescents  of  countries  at  present  receiv- 
ing assistance  from  the  United  Nations  Relief  and  Rehabilitation  Administra- 
tion; 

(c).  For  child  health  purposes  genei'ally,  giving  high  priority  to  the  children 
of  coxintries  victims  of  aggression. 

Under  the  terms  of  the  resolution,  the  Fund  shall  consist  of  any  assets  made 
available  by  UNRRA  or  any  voluntary  contributions  made  available  by  Govern- 
ments, voluntary  agencies,  individual  or  other  sources. 

In  its  report  recommending  the  establishment  of  the  fund,  the  third  Commit- 
tee of  the  General  Assembly  pointed  out  the  acute  needs  of  children  in  Europe 
and  China  and  the  urgent  problem  facing  the  United  Nations  with  reference 
to  how  to  ensure  the  survival  of  these  children.  The  report  pointed  out  that 
undernourishment  and  luitritional  and  social  diseases  are  rampant  among  chil- 
dren and  adolescents,  infant  mortality  has  doubled  or  trebled  in  many  areas, 
millions  of  orphans  aie  being  cared  for  under  the  most  deplorable  conditions, 
and  crippled  children  in  untold  thousands  are  left  with  tlx'  scantiest  care  or 
no  care  at  all. 

These  observations  were  more  than  substantiated  by  experts  sent  by  the  Fund 
to  countries  applying  for  assistance.  One  of  those  experts  was  Dr.  Martha  M. 
Eliot.  Associate  Chief  of  the  Children's  Bureau,  who  was  loaned  to  th<>  Fun<I 
for  this  purpose.  In  the  report  of  the  Executive  Board  to  the  Sixth  Siessiou 
of  the  Economic  and  Social  Council  (Document  E/5fiO.  October  11,  1947)  it 
was  state''  that  in  some  famine  areas  the  preceding  winter  one  out  of  every  two 
liveborn  bal)ies  died  in  the  fir.st  year  of  life.  Active  tuberculosis  was  prevalent, 
dental  and  skin  diseases  increasing,  great  inimhers  of  children  were  thin,  pale, 
and  often  stunted  in  growth.  Children  of  S,  9.  or  even  10  and  11  years  of  age 
had  the  relative  stature  and  general  development  of  children  6.  7.  or  S  years 
of  age. 

The  Program  of  the  Fund 

At  the  time  that  the  Fund's  operations  connnenced  in  the  sunnner  and  fall  of 
1947,  offici.als  of  the  Fund  e  tima*("1  that  soni"  20.00^000  children  in  Europe 
were  in  serious  need,  together  with  an  equal  or  l.-uger  number  in  t!ie  Far  East. 
These  estimates  were  based  on  examination  of  available  material  and  first -baml 
observations  by  the  Executive  Director,  and  later  by  other  experts.  In  the 
early  winter  of  1948  the  Executive  Director  again  made  a  visit  to  the  countrie.s 
being  assisted,  and  corroborated  the  extent  of  need  previously  reported,  with  in- 
formation indicating  that  it  had  been  an  underestimate.     During  the  past  winter 
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it  is  believed  that  at  least  30.0(¥).000  rliildren  and  expectant  and  nursing  mothers 
in  Enroije  have  been  in  dire  need.  It  is  hard  to  picture  the  vast  extent  of  need 
in  China,  which  has  received  an  allocation,  and  otlier  Eastern  countries.  Former 
Surgeon  General  Thomas  Parran  is  now  on  a  mission  for  the  Fund  In  the  Far 
East,  reviewing  the  extent  of  need  in  areas  other  than  China. 

As  a  result  of  first-hand  surveys  it  was  established  that  food  for  children 
and  expectant  and  nursing  mothers  was  a  matter  of  first  priority,  and  that 
among  foodstuffs,  milk  was  most  sorely  needed.  The  length  of  time  required  to 
rebuild  dairy  herds  means  that  it  takes  much  longer  to  build  up  milk  supplies 
than  supplies  of  other  kinds  such  as  cereals.  The  drought  in  Europe  during 
the  summei-  of  1947  was  the  worst  in  KX)  years.  Pastures  dried  up.  forage  crops 
failed,  and  with  them  the  already  inadequate  supply  of  milk — as  low  as  35 
percent  of  prewar  in  certain  countrie.s — was  further  reduced.  Many  milk  cattle 
were  killed  to  save  the  meat. 

Next  to  milk,  fats,  cod-liver  oil,  and  high-prote'n  foods  were  needed  to  build 
up  the  physical  condition  of  the  children  an<l  inotl:ers.  The  needs  for  clothing 
and  shoes',  acute  as  they  were,  had  to  be  placed  second  in  priority  in  the  Fund's 
program.  It  was  necessary  also  to  consider  how  measures  to  combat  tuber- 
culosis and  venereal  disease  might  he  developed,  since  the  ravages  of  these  dis- 
eases were  taking  a  heavy  toll  of  child  life  and  child  health. 

The  Fund  received  its  first  contribution  from  the  United  States  in  the  sum- 
mer of  1947,  and  this  contribution  was  soon  followed  by  contributions  from 
Canada,  France,  Norway,  Australia,  and  other  countries.  Actual  shipments 
of  supplies  began  from  the  United  States  and  Canada  in  September  1947,  and 
feeding  operations  began  in  November  of  that  year. 

The  first  allocations  were  made  by  the  Executive  Board  to  reach  3,495,000 
children  in  Europe,  on  the  basis  of  approximately  half  the  food  value  in 
calories  of  one  supplementary  meal  per  day.  An  allocation  of  $3,500,000  was 
made  for  China  at  the  same  time. 

As  additicuial  resources  became  available,  allocations  were  somewhat  in- 
creased to  reach  (as  of  April  30)  4,022,150  children  and  mothers  in  Europe 
and  to  provide  a  total  allocation  of  $5,850,000  for  China,  as  shown  in  Appendix 
T,  not  including  certain  additional  amounts  for  clothing  and  shoes,  and  reserves 
for  summer  camps. 

The  Executive  Board  met  at  Lake  Success  on  Api-il  28  of  this  year  and  made 
certain  revisions  in  plans  for  utilization  of  the  Fund's  resources  which  are 
shown  in  Apjiendix  I. 

As  a  result  of  the  allocations  by  the  Executive  Board  at  the  April  meeting 
and  previous  sessions  the  approved  budgetary  allocations  for  all  UNICEF  opera- 
tions and  administration  now  amount  approximately  to  $57,204,000  as  follows: 

1.  Supplies : 

(a)  Food: 

Europe $27,984,000 

China 5,  850,  000 

$33,  834,  000 

(b)  Raw  material  for  clothing  and  shoes: 

Europe- 2,  803,  050 

China l 596,  950 

3,  400,  000 

(c)  Resei've  foi-  summer  cami)S  ^  or   special   help   to   most 

seriously  undernourished  children 2,000,000 

2.  BCG  Campaign : 

Europe $2,  000.  000 

Countries  other  than  Europe 2,  000,  000 

4.  000,  000 

3.  Reserve  for  Far  East  other  than  China ^ 3,000,  000 

4.  Emergency  Medical  Reserve . 200,000 

5.  General    reserve" 3,200,000 

6.  Adjustment    allowance' 520,000 

*  To  be  nlili/ced  only  by  countries  using  their  full  allocations  (both  with  respect  to  num- 
ber of  childien  nnd  mother.?  pro.E;ramed  and  utilization  of  programed  supplies),  with  appro- 
priate nia telling,  and  on  the  ba.sis  of  proposals  made  by  the  Administration  and  acceptable 
to  the  Chairman  of  the  Program  Committee. 

-  For  claims  from  eligible  countries  which  have  not  yet  received  an  allocation  and  for 
ad.iustments  of  inadequate  allocations. 

3  For  special  upward  ad.iustments  to  be  made  by  the  Program  Committee  under  authority 
delegated  by  Executive  Board. 


7.  Sln,,i)iiii^  n-serve^ ^a.  J^OO.  000 

S.  AiluiiiiistratLve    exi)enses  ^ 1,  (.)().  000 

Total- 57,  204,  000 

'  Iiuliulos  $4. 450, 000  rescrvp  for  all  countries  plus  additional  .$700,000  earmarked  for 
Europe  and  .'jJloO.OOO  for  China.  ^     ^^^  ^^^  ^ 

includes  $400,000  si>ent  in  1!>47,  .$850,000  for  first  quarter  of  1048,  and  $1,000,000  for 
last  three  quarters  of  1948. 

The  first  allocations  were  made  fur  a  pei-iod  of  six  montlis  and  a  second  allo- 
cation to  cov«'r  an  additional  four-months  period  has  now  been  made.  The  over- 
all period  of  10  months  will  t<M-minate  in  the  v.-irioiis  countries  on  dates  i-angin.sj 
from  Novemiter  1.").  I!t4s,  to  January  :'.!,  104;»,  depeiidinin  on  the  dates  of  be.^inninii 
operations. 

The  Fund  is  therefore  faced  with  two  problems — that  of  increasinjj;  the  number 
of  children  i-eached  and  of  extendin,ti:  the  period  of  operations  at  least  through 
•Tiuie  .'to,  1!)4!>.  The  Fiuid  also  desires  to  expand  its  pi-ograms  for  raw  matei-ials 
for  clotiiini:  and  shoes,  and  for  medical  sujiplies  and  eciuipnient.  and  to  iissist  the 
countries  in  improvin,ii-  tiieir  milk  sujiplies  thi-ough  furnishing  certain  ]ii.gldy 
te<-hnical  parts  for  milk-pi-ocessing  equipment. 

Contributions 

The  contributions  received  to  date  are  shown  on  page  !."»  of  the  justification, 
and  may  he  sunnnarized  as  follows: 

From  Governments : 

United  States $27,  652,  364.  64 

Canada,   Iceland,    Newfoundland,   Australia,   New   Zealand, 

S<mth  Africa !•.  "34,  275,  00 

European  countries  not  I'eceiving  assistance' 1,  SOI,  112.42 

European  countries  receiving  assistance' 1,702,000.00 

Uruguay 1.  000,  000.  00 

Dominican  Republic 20,  000.  00 

Total 41,  999,  752.  06 

From  Other  Sources  : ' 

UNRRA 14,  600,  000.  00 

Private  contributions ^  701,  521.  97 

Total 57,  301.  274.  03 

1  T'nited    Kinsdom,   Denmark,   Luxemburg;,   Norway.   Switzerland. 

-Czechoslovakia.  I'rance.  Ital.v.  Poland.  In  addition  Yuiroslavia  has  given  10  tons  of 
DO'l'.  the  value  of  which  is  still  unknown  :  and  Austria  and  Hungary  have  announced  con- 
tributions, the  value  of  wliicli  lias  not  heen  determined. 

■■•  Cnder  the  provisions  of  I'uldic  Law  84  and  Public  Law  472,  only  contributions  from 
govi-inmeiits  may  be  used  for  matching  purposes  in  computing  the  United  States  contribu- 
tion. 

'  Including  $."').">0,000  from  the  Ignited  States  Emergency  Food  Collection  (through 
rXKK.V). 

A  number  of  other  countries  have  indicated  that  the  igures  given  above  are 
initial  contriltutions.  At  present  negotiations  are  being  conducted  with  at  least 
20  othei-  nations  and  campaigns  for  voluntary  funds  are  under  way. 

The  autboi-ization  contained  in  the  Internationa]  Children's  Emei'gency  Fund 
Assistance  Act  of  194S  provides  for  a  total  contribution  from  the  United  States 
Government  of  .$100,000,000,  including  the  .$40,000,000  originally  authoi-ized  by 
the  .Toint  Resolution  of  May  :>1,  1947.  as  amended,  and  an  additional  $(;o,000,000 
authorized  by  tlie  194S  Act.  The  United  States  contribution  under  both  these 
authorizations  cannot  exceed  72  percent  of  the  total  resources  contributed  after 
May  31.  1947,  by  all  governments,  including  the  United  States,  for  programs 
carried  (mt  under  the  supervision  of  the  Fund  (not  including  contributions  for 
the  I'eiiefit  of  persons  located  within  the  frritory  of  the  contributing  govern- 
ment ). 

The  Executive  Board  at  its  meeting  on  Api'il  2S  took  cognizance  of  the  fact  that 
in  order  to  collect  the  full  .$100,000,000  potenti.al  contribution  of  the  United  States 
Government,  under  its  liberalized  72-2S  [tercent  matching  fornuila.  it  will  be 
necessary  for  other  governments  to  contribute  approximately  .$.39,000,000,  or 
about  $25,0OO,00<l  more  than  has  already  been  contributed. 

The.se  conti'il)Utions,  together  with  ITnited  States  m.atchin.g,  would  make  pos- 
sible a  progi-am,  fi'oni  the  be.ainning  of  opeiiit  ions,  costing  the  e(iuivalent  of 
.$139,000,000  (in  addition  to  funds  available  fmm  UNRRA  and  private  sources). 


yso 


Proposed  Erpanded  Program 

With  total  resources  from  Governments  of  $139,000,000,  the  number  of  chihlren 
and  expectant  and  nursing  mothers  tt)  be  fed  can  be  raised  from  approximately 
4  million  to  5.5  million,  and  the  i>eriod  of  feeding  can  be  extended  through  the 
summer  of  1949. 

The  items  and  amounts  of  expenditure  are  shown  on  page  7  of  the  justification, 
as  follows : 


V  I 


Total  program 

Food 

Cotton,  wool,  hides 

Milk-processing  equipment 

Medical  supplies  and  equipment 

Shipping 

Administration 


Funds  from 
all  sources 


$139,  000,  000 

91,000,000 

20, 600,  OCO 

2, 000, 000 

5, 000, 000 

18,  000, 000 

2,  400, 000 


United  States 
funds 


$100, 000,  000 

65,  000, 000 

12, 000,  000 

2, 000, 000 

.3,  000,  000 

16, 000,  000 

2, 000, 000 


Food.—T\\e  proposed  program  of  $91,000,000  for  foodstuffs  from  all  sources 
($65,000,000  from  the  United  States)  would  provide  sufficient  supplies  to  permit 
a  ration  of  40  grams  of  whole  milk  dail.y  for  infants  0-1  year ;  40  grams  of  skim 
milk,  10  grams  of  fat,  and  25  grams  of  meat  or  fish  per  day  for  older  children  or 
mothers.  If  we  assume  a  program  carrying  through  the  harvest  season  of  1949, 
or  a  total  of  525  days,  it  would  permit  the  feeding  of  such  rations  as  those  listed 
above  for  approximately  5.5  million  children.  In  addition,  it  would  provide  cod- 
liver  oil  at  a  rate  of  4  grams  per  day  for  approximately  half  of  the  participants. 

The  number  of  children  to  be  fed  can  be  increased  to  the  extent  that  school 
feeding  programs  are  conducted  on  a  5-day  basis  instead  of  7  days  as  calculated 
above.  The  program  can  also  be  increased  to  the  extent  that  additional  resources 
become  available  to  the  Fund  through  the  acquisition  of  UNRRA  residual  reserves 
or  through  the  UNAC  campaign.  The  average  daily  caloric  content  of  the  supple- 
mental portion  of  the  milk  and  other  foods  provided  for  by  UNICEF  in  this 
budget  is  estimated  at  300  calories. 

The  program  has  been  worked  out  in  the  light  of  the  best  information  that  can 
be  obtained  regarding  the  availability  of  these  commodities.  It  must  be  recog- 
nized tliat  the  entire  procurement  program  is  spread  over  2  years,  from  May  1947 
through  June  1949.  This  is  particularly  important  in  relation  to  milk.  The 
figures  used  here  represent  prcjcurement  through  three  fliish  milk  seasons,  1947, 
1948,  1949.    The  same  principle  applies  to  fats. 

Practically  all  of  the  fats  and  approximately  85  percent  of  the  milk  must  come 
from  the  United  States  as  the  main  source  of  supply.  No  other  items  have  thus 
far  been  bought  in  the  United  States.  The  other  contributing  countries  of  the 
world  have  given  what  they  can  in  the  form  of  available  milk,  fats,  meats,  et 
cetera,  and  that  other  product  vitally  necessary  to  undernourished  children — cod- 
liver  and  other  fish  oils. 

R<nr  tniifcriaJs  {coffoii.  wool,  /( /V/r.s ) .— The  sum  of  ,$20,000,000  ($12,000,000 
ix-om  the  United  States)  would  be  used  to  buy  cotton,  wool,  and  leather  from 
which  clothing  and  shoes  could  be  made  for  the  children  in  the  countries  them- 
.selves.  Next  to  food,  these  commodities  are  most  needed  to  keep  children  warm 
and  enable  them  to  go  to  school.  The  chief  purchases  in  the  United  States  will 
be  cotton. 

Any  countries  receiving  raw  materials  will  pay  all  conversion  expenses  and  de- 
liver the  finished  goods,  marked,  "United  Nations  Children's  Fund,"  to  the 
UNICEF  mission  for  accounting  and  distribution. 

Milk-proecfi.^hici  equipment. — Two  million  dollars  from  the  United  States  (the 
only  available  source  of  supidy)  woulil  l)e  used  for  highly  tecl»nical  specialized 
parts  f<ir  milk-processing  equipment.  This  equipment  from  the  Fund  would  need 
to  be  supplemented  by  the  recipient  countries  to  the  extent  of  six  times  the  value 
of  the  supplies  provided  by  the  Fund.  In  other  words,  $12,000,000  would  be  pro- 
vided by  the  recipient  countries  and  .$2,000,000  by  the  Fund. 

It  is  estimated  that  with  this  exjicnditure  12,000.000  gallons  annually  of  ad- 
ditional milk  could  be  made  available  from  indigenous  milk  supplies. 

AH  i-eliable  information  indicates  that  prewar  milk  supply  in  Europe  has  been 
cut  by  4()  percent. 

ifedieal  projeets.—\  total  of  $5,000,000  ($.3,000,000  from  the  United  States) 
would  be  used  for  medical  projects.     The  greater  part  of  this  amount  has  already 
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been  committed  from  av;iil;ible  funds  for  the  inauf^nration  of  a  campaign  against 
tuberculosis  in  chikli-en  by  the  use  of  an  antituberculosis  serum.  The  project  is 
being  carried  out  in  collaboration  with  the  Danish  Red  Cross  an<l  the  World 
Health  Organization  with  the  aid  of  specialists  from  Sweden  and  Norway.  The 
prevalence  of  tuberculosis  in  children  in  countries  affected  by  the  war  consti- 
tutes one  of  the  gravest  postwar  I'iiild-welfare  problems.  The  serum  called 
BCG  will  not  cure  tuberculosis,  but  children  not  yet  afflicted  can  be  immunized 
against  the  disease. 

It  will  be  necessary  to  provide  equipment  and  certain  specific  drugs  like  peni- 
cillin for  use  in  tliese  medical  programs,  chiefly  from  United  States  sources. 

ShitJtiing. — Eighteen  million  dollars  (.$1G,(KM),()(»U  from  the  United  States)  will 
be  used  for  shipping  expenses  to  the  point  of  entry  into  recipient  countries. 

A(]i)iiiiistration.—Th\s  item  of  $2,400,000  ($2,000,000  from  the  United  States) 
provides  for  administi'ative  costs. 

Methods  of  operation 

The  International  Childi'en's  Emergency  Fund,  though  an  integral  part  of 
the  United  Nations,  has  its  own  bank  account,  and  carries  out  its  business  under 
tlie  name  of  the  United  Nations  International  Children's  Emergency  Fund. 

The  methods  of  operation  of  the  fund  are  described  on  pages  12  to  10  of  the 
justification.     In  brief  they  may  be  summarized  as  follows  : 

I'rincipJoi  of  o/x'tdtioii. — The  fund  is  administered  in  accorilance  with  prin- 
ciples laid  down  by  the  Economic  and  Social  Council  on  tlie  advice  of  tlie  Social 
Commission,  and  policies  established  by  the  executive  board,  in  accordance  with 
these  principles. 

Nondiscrimination  :  Provision  must  be  made  for  equitable  and  efficient  dispen- 
sation or  distribution  of  all  supplies  or  other  assistance,  on  the  basis  of  need, 
without  discrimination  because  of  race,  creed,  nationality  status,  or  political 
belief. 

Agreements  and  plans  of  operation:  No  assistance  is  programed  for  a  country 
until  that  country  has  entered  into  an  agreement  with  the  Fund  governing  all 
important  aspects  of  the  fund's  relations  with  the  recipient  country. 

The  country  also  develops  a  statement  of  need  and  plan  of  operation,  worked 
out  in  consultation  with  held  missions  of  the  fund  which  comluct  on-the-spot 
surveys.  Plans  are  reviewed  by  the  program  committee,  together  with  recom- 
mendations made  by  the  administration,  and  ai)proved  by  the  executive  board 
on  the  basis  of  recommendations  by  the  program  committee. 

Allocations :  Allocations  to  countries  are  made  by  the  executive  board  on  the 
basis  of  recommendations  of  the  program  committee,  which  has  had  before  it 
data  on  needs  for  relief  assistance  compiled  from  many  sources,  the  results  of 
on-the-spot  sui'veys,  and  the  country's  own  statement  of  need.  Allocations  are 
reviewed  from  time  to  time  in  the  light  of  changing  conditions  and  experience  in 
the  conduct  of  the  program.  A  full  review  of  all  allocations  on  the  basis  of  fresh 
information  will  be  made  by  the  program  committee  and  the  executive  board 
in  meetings  to  be  held  next  July. 

Procurement :  In  most  cases  procurement  is  done  through  Governm?nt  procure- 
ment agencies.  In  the  United  States  all  food  is  pi-ocured  through  the  United 
States  Department  of  Agriculture. 

Title  of  relief  goods:  The  Fund  arranges  with  the  recipient  government  for 
some  responsible  agency  to  assume  the  trusteeship  for  the  goods  delivered  to  it. 
The  terms  of  the  trusteeship  are  carefully  devised. 

Administration  within  countries:  The  plans  of  operation  all  are  based  on  coor- 
dination of  the  efforts  of  the  various  interested  ministries  (i.  e.,  social  welfare, 
health,  education,  agriculture).  Responsibility  is  centered  either  in  a  single  min- 
isti'v  or  a  central  coordinating  committee.  Selection  of  distribution  centers  and 
their  supervision  may  be  directly  by  a  central  ministry  or  through  provincial  or 
local  committees.  In  some  instances  semiofficial  agencies  assume  responsibility 
for  certain  portions  of  the  program  under  the  supervision  of  a  ministry. 

Channels  of  dis<-ribut'on  :  ;\Iainly  through  group  feediiis  in  neighborhood  dis- 
jiensaries  or  central  kitchens,  schools,  orpiianages,  hospitals,  siunni'M*  colonies, 
day  nurseries,  or  other  institutions. 

Accounting:  There  is  a  most  thorough  system  of  qu.nntitative  accounting,  de- 
scribed in  the  justification  (p.  10). 

L^'cal  matching  contributions:  Local  foodstuffs  of  equivalent  caloric  value  to 
food  supplied  by  the  Fund  are  required.  They  normally  consist  of  breatl  and 
potatoes. 
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Ei-alttation  of  prof/ram 

All  those  who  have  observed  tlie  operations  in  countries  receiving  assistance 
from  the  Fund  have  been  impressed  by  tlie  faitl)fulness  with  which  the  obligations 
of  recipient  countries  are  discharged,  their  sijecial  pride  in  doing  an  outstanding 
task. 

Throughout  Europe  tlie  name  '•UNICEF"  is  becoming  widely  known. 

Countries  are  making  great  efforts  to  give  the  highest  priority  in  their  national 
efforts  to  the  needs  of  children. 

Actual  feeding  operations  are  proceeding  soundly. 

Administration  of  the  program 

The  Fund  is  administered  by  an  Executive  Director.  Mr.  Maurice  Pate,  ap- 
pointed by  the  Secretary  General  of  the  United  Nations  in  consultation  with  the 
Executive  Board,  under  policies  established  by  the  Executive  Board  in  accordance 
with  principles  laid  down  by  the  Economic  and  Social  Council. 

The  Executive  Board  is  composed  of  representatives  of  26  governments.^ 

The  Executive  Board  has  two  standing  committees,  the  Program  Committee, 
composed  of  10  members  elected  by  the  Executive  Board,  and  the  Committee  on 
Administrative  Budget,  composed  of  6  members,  also  <  1;>cted  by  the  Board. 

The  staff  is  appointed  and  the  administration  conducted  in  accordance  with  the 
proce<lures  of  the  United  Nations. 

Principal  offices  of  the  Fund  are  in  New  York ;  it  maintains  a  regional  office  in 
Paris  and  a  mission  in  each  country  in  which  supplies  are  distributed. 

The  staff  of  the  Organization  is  international  in  character,  and  administrative 
costs  are  kept  to  a  minimum.  The  number  of  persons  on  the  pay  roll  receiving 
dollar  payments  is  only  110. 

The  administrative  budget  from  the  beginning  of  operations  until  April  1,  1948, 
was  only  .$75r),000.  An  additional  amount  of  $1,000,000  has  been  allocated  to 
cover  administrative  expenses  to  January  1, 1049. 

Appendix  I 

ALT.OC.\TIONS   TO  DATE  BY   COUNTEIES 

There  is  set  f(n-th  below  a  list  of  the  allocations  of  the  resources  of  the  Fund 
which  have  been  made  to  date  (April  2S,  1948)  by  the  Executive  Board. 


Country  ' 

Total  child 
population 

Number  of 
children 

(and  moth- 
ers) fed 
through 

UNICEF 

Allocation 
for  regular 
child- 
feeding 
programs 

.Allocation 
for  raw 
material 
for  shoes 

and 
clothing 

Total  allo- 
cations 

Reserve  for 

summer 

camps, 

etc. 

Albania  _._     .      ._.._._. 

445, 000 
1.950,000 
2, 496.  t«4 
4. 065,  000 
1,440,000 

12,  870,  000 
.3, 0.3S,  000 
.3,312,000 

17.095,000 

9.  257, 000 

6,221.000 

5.  654, 000 

204, 000, 000 

25,  000 
440, 000 
200, 000 
12.5.9.50 

80,  000 
390. 0(XI 
340,  200 
1 71 ,  000 
5.50, 000 
700. 000 
400, 000 
600, 000 

$194, 195 

1,902,615 

1, 164, 160 

980. 075 

592. 690 

1,007,610 

2,231,625 

864,  160 

5,  5.33,  720 

5,  533,  720 

3,  223.  810 

4,  755.  620 

5,  8.50, 000 

$19,  620 

192,  570 

87,500 

99,  270 

60,040 

102, 000 

226,  000 

87,  500 

560, 300 

560.  300 

326.  160 

481,490 

596, 950 

$213,815 
2,095,185 
1,251.660 
1.079,345 
652, 7.30 
1.109,610 

2,  457,  625 
951,660 

6,  094,  020 
6,  094,  020 

3,  550,  270 
5,237.110 
6,  446,  950 

.$19,170 

Austria 

Bulgaria _______ 

188, 160 
85,  500 

r  zechoslovakia 

Finland 

France 

Greece_     ______ 

97,000 

.58,  670 

99,  670 

220, 8.50 

Hunearv 

85,500 

Italy 

547,  500 

Poland 

.547.  ,500 

Rumania. -_  _ _  _ 

319,000 

Yugoslavia 

470,  500 

China 

583. 3.50 

Total,  all  countries 

271,843,634 

4,022,150 

33,  834,  OOO 

3,  400, 000 

37,  234, 000 

3, 322, 370 

1  Missions  are  now  studying  the  needs  in  the  United  States  and  United  Kingdom  zones  of  Germany  and 
in  the  Far  East. 

Note. — The  term  "$"  used  in  this  table  should  be  construed  ^r-  dollar  equivalents. 


^  Arsontina.  Australia,  Brazil.  Byelorussian  Soviet  Socialist  Republic,  Canada,  China, 
Colombia,  Czechoslovakia.  Denmark,  Ecuador.  France,  Greece.  Iraq,  Netherlands.  New 
Zealand.  Norway.  Peru.  Poland.  Sweden.  Switzerland,  Ukrainian  Soviet  Socialist  Republic. 
Union  of  South  Africa.  Union  of  Soviet  Socialist  Republics,  United  Kingdom,  United 
States  of  America,  Yugoslavia. 
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Tlie  Chairman.  Now,  tell  us  what  this  set-up  is  and  lunv  it  was 
created,  and  tlien  tell  us  what  they  have  heen  doinji.  and  then  <ret  to 
the  countries  for  this  cunvnt  fiscal  year,  and  give  us  something  on  the 
nature  of  the  need  for  next  year. 

Miss  Lenroot.  I  will  be  very  glad  to  do  that,  Mr.  Chairman. 

In  the  first  i)lace  I  would  say  that  I  have  served  on  the  executive 
board  of  tlie  International  Children's  Emergency  Fund  and  on  its  pro- 
gram committee  since  its  creation  in  December  of  1946,  and  I  am  also 
chairman  of  the  board's  committee  on  administrative  budget,  so  that  I 
have  had  an  opportunity  to  know  quite  fully  the  work  of  the  organ- 
ization. 

The  International  Children's  Emergency  Fund  was  established  by 
action  of  the  General  Assembly  on  December  11,  1046. 

The  Chairman'.  The  General  Assembly  of  what? 

Miss  Lenroot.  Of  the  United  Nations. 

The  Chairman.  Yes. 

Miss  Lexroot.  On  recommendation  of  the  Economic  and  Social 
Council  and  the  Third  Connnittee  of  the  General  Assembly  which  had 
reviewed  the  need  carefully.  The  initiative  for  establishing  the  organ- 
ization came  from  the  realization  that  UXRRA  had  been  carrying 
on  various  child-feeding  activities  and  services  for  children  that  were 
very  nnich  needed  and  that  the  need  for  continuing  these  services  to 
children  was  very  great. 

The  fund  is  to  be  used,  under  the  resolution  of  the  General  Assembly  : 

(^0  For  the  benefit  of  children  and  adolescents  of  countries  which 
were  victims  of  aggression  and  in  order  to  assist  in  their  rehabilitation ; 

( h )  For  the  benefit  of  children  and  adolescents  of  countries  at  pres- 
ent receiving  assistance  from  the  United  Nations  Relief  and  Rehabili- 
tation Administration ;  and 

{e)  For  child-health  })urposes  generally,  giving  high  priority  to  the 
children  of  countries  victims  of  aggression. 

The  fund,  under  the  terms  of  the  resolution,  is  operated  in  accord- 
ance with  princii)les  developed  by  the  Economic  and  Social  Council  on 
recommendations  of  the  Social  Commission,  and  in  accordance  with 
policies  for  carrying  out  these  principles  developed  by  an  Executive 
Boai'd  of  26  members.  As  first  set  up  2a  memlier  count I'ies  were  named 
in  the  resolution,  and  the  economic  and  Social  Council  was  given  au- 
thority to  add  to  the  membership.  The  Government  of  Switzerland 
was  added  later,  making  26  members. 

I  have  a  list  of  the  countries  which  are  represented  on  the  Board  on 
page  1^)  of  my  statement,  but,  perhaps,  3'ou  do  not  wish  me  to  take  the 
time  to  read  it  now. 

The  Chairman.  No;  I  would  not  want  you  to  read  it.  nor  would  I 
want  you  to  read  tables.  Instead  of  reading  them  just  call  attention  to 
them.    It  is  very  much  harder  to  follow  them  than  it  is  to  look  at  them. 

Ad:ministration 

Miss  TyENROOT.  Now,  the  Fund  is  administered  in  accordance  with 
these  principles  and  policies  by  an  executive  director,  appointed  by 
the  Secretary  General  of  the  Ignited  Nations  in  consultation  with  the 
Executive  Board.  The  administration  of  the  fund  is  carried  on  under 
the  supervision  of  the  Secretary  General  of  the  United  Nations  and  in 
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accordance  with  the  administrative  and  personnel  policies  of  the 
United  Nations. 

The  Executive  Director  is  Mr.  Maurice  Pate,  an  American  of  long 
experience  in  relief  work  who  accompanied  Mr.  Hoover  in  visiting 
Europe  the  year  before  last.  He  was  responsible  for  the  administra- 
tion of  the  Hoover  child-relief  program  in  Poland  after  the  First 
World  War,  and  he  was  in  charge  of  the  prisoner-of-war  program  of 
the  American  Red  Cross  during  the  last  w^ar. 

The  cost  of  administration  is  kept  at  a  minimum.  There  is  an  office 
maintained  in  Xew  York,  and  there  is  an  European  office  in  Paris,  and 
there  are  small  field  missions  in  each  of  the  countries  receiving  assist- 
ance from  the  fund. 

PERSOXNKL 

The  total  number  of  persons  paid  with  dollars  is  110,  and  there 
;ire  other  staff  member  paid  in  local  currencies. 

The  resources  of  the  fund  were  to  be  made  up  of  contributions 
from  governments,  voluntary  contributions,  and  from  any  assets  that 
might  be  made  available  by  UXREA  in  the  course  of  its  liquidation. 

Mr.  Matiox.  Will  you  sort  of  clarify  this  question  for  me:  Do  we 
appropriate  this  $60,000,000  and  utilize  it  and  expend  it  regardless 
of  what  the  other  countries  do  by  way  of  making  contribution  ? 

Miss  Lenroot.  No.  sir;  there  is  a  matching  requirement  provided. 
The  United  States  Congress  appropriated,  in  the  first  instance,  $40,- 
000,000,  which  would  be  made  available;  in  the  first  place,  $15,000,000 
of  that  amount  outright,  and  then  no  more  could  be  made  available 
out  of  the  $40,000,000  if  the  ratio  of  the  United  States  contributions 
to  the  total  contributions  from  other  governments  exceeded  57  percent. 
In  other  words,  43  cents  had  to  be  made  available  by  other  countries 
for  each  57  cents  put  up  by  the  United  States. 

Mr.  Caxxon.  Wliat  is  the  origin  of  that  particular  percentage? 

Miss  Lexroot.  The  original  percentage  was  that  percentage  which 
was  used  in  calculating  what  the  United  States  should  give  in  postwar 
relief  in  relation  to  other  countri-es. 

Mr.  Hall.  That  is  correct. 

Miss  Lexroot.  Then  in  the  recent  legislation,  title  2  of  Public  Law 
472,  the  ratio  was  changed  to  72  percent  from  the  United  States  funds, 
and  28  percent  from  other  govei-nments. 

The  CiiAiR:\rAx.  For  what  do  they  use  that  money?  If  you  look 
at  this  table  on  the  last  sheet,  the  allocations  for  raw  materials  and 
for  food  and  clothing,  which  ordinary  folks  think  are  the  major  items 
in  the  care  of  suck  folks,  they  seem  to  be  not  over  10  percent  of  the 
allocations. 

Miss  Lex^root.  I  am  very  sorry,  Mr.  Chairman,  there  is  a  typo- 
graphical error  in  this  table  w'hich  I  just  noticed  in  the  mimeographed 
co]>y.  The  fifth  column  should  read  shoes  and  clothing,  instead  of 
food  and  clothing. 

Mr.  Stefax.  Wliere  is  that  ? 

Miss  Lexroot.  In  the  fifth  column  in  appendix  1.  It  should  read, 
"for  shoes  and  clothing",  instead  of,  "food  and  clothing,''  In  the  last 
page,  appendix  1  of  my  statement,  there  was  a  typographical  error 
there.     It  should  say,  "for  shoes  and  clothing.'' 
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Food  is  in  the  previous  column,  so  that  you  have  $33,834,000  allo- 
cated to  food,  and  $3,400,000  foi-  raw  materials.  The  latter  are  mainly 
cotton,  leather,  and  some  wool,  for  shoes  and  clothing. 

CHILD-FEEDING  PROGRAMS 

Now,  the  food  is  used  in  child-feedino;  programs  to  sui)plement  what 
the  child  gets  in  his  home.  It  is  dispensed  mainly  through  group  feed- 
ing in  the  schools  or  in  neighborhood  centers  or  kitchens. 

The  amount  allocated  for  each  child  is  approximately  300  calories 
a  day.  chiefly  in  milk  and  fats,  and  some  other  high-protein  foods, 
such  as  meat  and  fish.  Then  the  country  receiving  assistance  has  to 
supply  an  equivalent  lunnber  of  calories  in  local  products  which  may 
be  potatoes,  biead.  and  things  of  that  sort.  So  that,  altogether  they 
receive  assistance  from  the  fund's  program  as  a  supplemental  meal  oi 
about  600  calories,  half  from  supplies  sent  in  from  the  fund,  and  half 
from  local  supplies. 

There  are  now  about  4.000,000  children  in  12  European  countries 
who  are  receiving  this  type  of  supplementary  assistance,  and  we  have 
made  an  allocation  of  $5,850,000  to  China.  The  first  $1,000,000  of 
this  is  to  be  used  mainly  for  food  for  about  200.000  Chinese  children, 
and  the  rest  of  the  food  program  is  being  worked  out  by  a  mission 
which  is  there  on  the  spot. 

The  reason  why  the  fund  decided  that  it  should  put  most  of  its 
resources  into  this  supplementary  food  was  because  of  the  serious 
condition  of  undernutrition  which  was  found  in  the  children  in  those 
countries  which  had  been  devastated  by  war,  based  on  first-hand  obser- 
vation by  such  experts  as  Dr.  Martha  Eliot.  Associate  Chief  of  the 
Children's  Bureau,  who  visited  a  number  of  these  countries  last  sum- 
mer and  by  other  experts,  both  American  experts  and  other  experts, 
who  reported  that  the  vitality  of  the  children  was  seriously  depleted 
and  that  they  were  gravely  undernourished,  that  children  8.  9.  or  10 
years  of  age  would  seem  to  be  6,  7,  or  8  years  of  age,  and  that  tuber- 
culosis was  rampant  among  children,  frequently  serious  forms  of 
tuberculosis,  which  children  were  likely  to  contract  because  of  their 
undernourishment. 

IMMUXIZATION  AGAINST  TUBERCrLCSIS 

Mr.  Case.  In  your  statement  I  notice  you  say  that  while  this  BCG 
serum  will  not  cure  tuberculosis,  children  not  yet  atHicted  can  be  im- 
munized against  the  disease;  is  that  correct? 

Miss  Lexroot.  Yes,  sir:  that  is  correct.  They  have  been  doing 
wonderful  work  with  it. 

Mr.  Case.  Do  they  all  get  100  percent  protection  by  imnnmization? 

Miss  Lexroot.  Yes,  very  nearly.  I  Avould  say.  There  was  a  report 
in  the  ])ress  just  the  other  day  about  ex]>eriments  which  were  conducted 
among  Indian  children  in  Miis  country  sliowing  gi'eat  success  in  im- 
munization, and  the  Danish  Red  Cross  during  the  war.  and  immedi- 
ately after  the  war.  conducted  experiments  or  demonstrations  in 
various  European  countries  with  it.  and  they  were  highly  successful. 

Mr.  Case.  Let  me  ask  you  this,  is  it  an  expensive  process? 

Miss  Lexroot.  It  is  a  very  cheap  process. 

Mr.  Case.  Does  it  carry  with  it  any  ill  or  dangerous  effects? 
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Miss  Lenroot.  No:  apparently  not. 

Mr.  Case.  If  that  is  true  I  do  not  see  why  immunization  against 
tuberculosis  would  not  be  as  common  as  vaccination  against  smallpox. 

Miss  Lenroot.  Many  years  ago.  Dr.  Calmette  of  France  developed 
this  vaccine,  and  it  was  used  in  certain  P^uropean  countries  at  that  time 
and  in  some  other  parts  of  the  world.  There  were  some  untoward 
results  some  20  or  25  years  ago. 

Mr.  Stefax.  What  kind  of  results? 

Miss  Lexkoot.  a  few  of  the  children  died  of  the  immunization. 
The  doctors  here  in  this  country  were  reluctant  to  apply  it  on  a  wide- 
spread scale  here,  and  placed  emphasis  on  other  measures  here  to  con- 
trol tuberculosis.  During  the  war  the  Danes  did  a  great  deal  to 
perfect  this  serum.  They  set  up  a  research  laboratory  in  Copenhagen, 
and  they  perfected  the  method.  It  is  now  called  BCGf  after  the  initials 
of  the  three  men  who  had  the  most  to  do  with  the  development  of  the 
serum.     It  has  been  tried  out  quite  widely  with  great  success. 

Mr.  Case.  In  view  of  the  great  amount  of  money  spent  in  this 
country  for  tuberculosis  sanataria  and  in  the  States,  both  publicly  and 
privately,  if  that  is  true  it  would  seem  to  me  that  the  practice  of  using 
it  should  be  more  widespread.  However,  you  have  ex])lained  why 
that  is  true  by  pointing  out  its  development  during  the  Avar  and  that 
it  has  just  become  known  that  it  has  that  safety  now  along  with  the 
immunization  which  it  affords. 

Miss  Lexroot.  Yes. 

Mv.  Stefax.  Do  you  know  what  it  is? 

Miss  Lexroot.  It  is  a  material  like  vaccine  made  up  of  tuberculosis 
bacilli  that  have  been  processed  and  treated  in  certain  ways. 

REASOX  FOR  INCREASE  IX  COXTRIBUTIOX  P.Y  UXITED  STATES 

Mr.  Caxxox.  What  was  the  occasion  for  changing  the  ratio  of  the 
contribution  of  the  various  countries?  For  example,  why  was  the 
United  States'  contribution  increased  from  57  percent  up  to  72  percent, 
and  why  was  the  quota  of  other  nations  reduced  from  43  percent  to 
28  percent  ? 

Miss  Lexroot.  In  the  first  place  it  was  because  of  the  urgency  of 
the  need,  and  in  the  second  place  because  of  the  difficulties  of  securing 
contributions  in  hard  currencies  from  other  countries.  The  exchange 
difficulties  and  the  currency  situations  in  other  countries  made  it  very 
difficult  to  obtain  as  large  a  proportion  of  the  total  amount  that  would 
be  necessary  to  even  begin  to  serve  the  need  with  a  ratio  of  57-43,  and 
in  addition  it  was  felt  that  the  UXKRA  formula  having  been  about 
72  percent  from  the  LTnited  States,  afforded  a  precedent  and  a  basis 
of  experience  that  would  be  safe  to  go  on. 

Mr.  Caxxox.  The  change  was  made  or  was  authorized  by  the 
L^nited  States  Congress  ? 

Miss  Lexroot.  That  is  correct. 

BASIS    FOR    ALLOCATIOX'S 

Mr.  Caxxox^.  What  particular  agency  or  what  personnel  in  your 
organization  makes  the  allocations  which  are  indicated  in  appendix 
Xo.  1? 
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]\ris<  Lexroot.  I  am  very  jjliul  to  ex])laiii  tlint.  sir.  Tlie  allocations 
are  made  after  a  field  study  whirh  is  nuide  bv  a  representative  of  the 
Fund  in  the  eoimtrv  which  is  applying  for  assistance. 

Mr.  Canxox.  Do  you  have  a  definite  formula  which  you  follow? 

Miss  Lkxroot.  We  have  certain  factors  which  we  take  into  con- 
sideration, such  as  the  child  population,  and  the  situation  with  refer- 
ence to  milk  products  in  the  countries,  since  milk  is  the  chief  item  of 
food  su))plied  by  the  fund,  and  also  the  extent  of  undernutrition  which 
is  observed  and  reported,  and  the  extent  of  orphanage,  the  number  of 
homeless  children  and  factors  of  that  kind.  Actually  all  of  those 
factors  have  to  be  weiohed  by  the  profjram  conmiittee  which  now 
consists  of  representatives  of  10  countries  and  the  executive  board, 
which  finally  makes  the  allocation  on  the  recommendation  of  the 
piooram  committee. 

The  Chairmax.  Does  Mr.  Pate  really  make  the  American  alloca- 
tions ? 

]Miss  Lexroot.  Mr.  Pate  makes  recommendations  concerning  allo- 
cations to  be  made  on  the  basis  of  the  material  submitted  by  the  conn- 
try  and  observations  of  re])resentatives  of  the  fund.  Those  are  re- 
viewed by  the  proaram  committee,  and  then,  in  some  instances  slightly 
altered  l)v  it.  but  the  first  responsibility  for  the  reconnnendation  rests 
with  Mr.' Pate. 

IMEMBERS  OF  I'ROGRAM  C0]\rMITTEE 

Ml'.  Stefax.  How  many  members  are  there  on  that  program  com- 
mittee? 

Miss  Lexroot.  Ten. 

Mr.  Stefax.  Put  their  names  in  the  record. 

Miss  Lexroot.  I  shall  be  glad  to.  ]\Irs.  Sinclair,  of  Canada,  is 
chaii-man  of  the  committee,  and  I  will  put  those  names  in  the  record. 

( The  matter  referred  to  is  as  follows :) 

Interxational  Children's  EMESiGExcY  Fund,  Members  of  the  Program 

C0MMITTf:E 

Canada:  Mi's.  D.  B.  Sinclair.  Switzerland:  Mr.  Zoelly. 

Australia:  Mr.  Tange.  Union  of  Soviet  Socialist  RfpuWics: 

China  :  Dr.  Hsiao.  Mr.  Borisov. 

Czechosldvakia  :  :\[r.  Stolsj.  United  Kingdom:  Mr.  Alexander. 

France:  Dr.  I'.ugnard.  United  States:  Miss  Lenroot. 

Pern  :  Mr.  Benavides. 

Miss  Lexroot.  Does  that  explain  sufficiently  how  the  allocations  are 
made  ? 

Mr.  Caxxox.  You  have  never  had  any  great  difficulty  in  determin- 
ing the  quotas  of  the  various  countries? 

Miss  Lexroot.  No.  "We  have,  from  time  to  time  reviewed  the  origi- 
nal allocations  which  were  made  as  a  residt  of  the  conference  with 
rei)resentatives  of  the  recipient  governments  held  in  Paris  last  August, 
and  we  are  going  to  have  a  complete  review  and  reevaluation  of  them 
next  July  in  another  meeting  of  the  program  committee  which  will  be 
held  in  Paris.  AVe  have  tried  to  check  them  from  time  to  time  and 
we  have  been  satisfied  that,  with  minor  adjustments,  the  allocations 
which  have  been  made  are  as  fair  and  reasonable  as  could  be  possibly 
arrived  at. 
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OPERATION   IN   IRON-CUETAIN   COUNTRIES 

Mr.  WiGGLESWORTH.  You  Operate  on  both  sides  of  the  iron  curtain  ? 

Miss  Lenroot.  We  do. 

Mr.  WiGGLESAvoRTH.  In  what  countries? 

Miss  Lenroot.  We  operate  in  Albania,  Austria,  Bulgaria,  Czecho- 
slovakia, Finland,  France,  Greece,  Hungary.  Italy,  Poland.  Yugo- 
slavia, and  China.  A  mission  is  now  in  the  United  States  and  United 
Kingdom  zones  in  Germany,  and  we  will  have  an  application  to  act  on 
in  Germany  next  July.  Dr.  Thomas  Parran  and  an  associate  are  now 
studying  needs  in  the  far  eastern  countries  other  than  China.  Au- 
thorities in  Korea  and  Japan  have  indicated  interest  in  getting  help 
from  the  Fund,  and  those  countries  are  still  to  receive  consideration. 

Mr.  Stefan.  Will  you  tell  us  what  cooperation  you  are  receiving 
in  these  so-called  behind  the  iron-curtain  countries? 

Miss  Lenroot.  We  are  receiving  excellent  cooperation.  In  the 
first  place,  on  the  financial  side,  several  of  the  countries  have  made 
contributions  to  the  fund.  For  instance,  Czechoslovakia  and  Poland 
have  made  available  sugar  for  export  to  other  countries. 

Yugoslavia  has  given  10  tons  of  DDT,  and  Hungai-y  has  announced 
a  contribution. 

Internal  administration  in  each  country  is  in  accordance  with  a 
coordinated  plan  of  operations.  A  Coordinating  Committee  is  usually 
set  up  consisting  of  representatives  of  the  ministries  of  health,  edu- 
cation and  welfare,  and  agriculture,  and  the  help  of  cooperating  vol- 
untary agencies  is  often  enlisted.  The  program  is  supervised  through 
these  channels.  Mr.  Pate  and  others  who  have  observed  the  operation 
of  the  program  in  Europe  have  reported  the  highest  degree  of  enthusi- 
asm and  a  very  fair  distribution  of  supplies  in  accordance  with  the 
principles  of  the  Fund. 

Mr.  Stefan.  When  an  American  representative  goes  in  to  oversee 
the  operation  of  this  ])rogram  in  Yugoslavia  or  Czechoslovakia  or 
Hungary  he  is  given  full  cooperation? 

Miss  Lenroot.  Yes,  sir. 

PUBLTCITT  GIVEN   IN   IRON   CURTAIN    COUNTRIES  TO  CONTRIBUTION   OF 

UNITED  STATES 

i\Ir.  Stefan.  And  is  it  pretty  generally  known  that  the  United 
States  provides  to  the  tune  of  75  percent  in  the  picture  by  the  recipients 
of  this  relief  ? 

Miss  Lenroot.  Yes,  I  think  it  is  widely  known. 

Mr.  Stefan.  How  do  you  think  they  know  that  ? 

Miss  Lenroot.  For  instance,  I  saw  a  publication  from  Hungary 
which  gave  a  table  showing  the  contributions  from  each  country  to 
the  Fund,  and  that  was  in  a  bulletin  that  was  widely  circulated  in 
Hungary. 

The  Chairman.  Was  it  in  a  bulletin  or  in  a  newspaper? 

Miss  Lenroot.  A  printed  pamphlet. 

The  Chairman.  That  would  not  get  very  far,  would  it? 

Miss  Lenroot.  We  are  checking  up  now  on  the  amount  of  publicity 
which  is  given  to  that  kind  of  material.  That  is  being  checked  up 
by  observers  over  there,  some  of  whom  have  indicated  that  there  has 
been  good  publicity,  and  that  it  is  widely  known. 
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For  instance,  here  is  a  book  of  excerpts  from  publications,  consisting 
of  pictures,  and  so  fortli,  that  have  been  collected,  that  the  Committee 
might  like  to  look  at. 

Mr.  Stkfan.  Well,  the  members  of  the  Committee  would  like  to  know 
how  definitely  do  the  people  in  Hungary,  Yugoslavia.  Czechoslovakia, 
and  Poland  know  that  72  percent  of  this  relief  comes  fi'om  the  people 
of  the  United  States. 

Miss  Lexkoot.  This  action  with  reference  to  the  United  States  pro- 
viding 72  jjercent  of  the  total  has  been  fairly  recently  taken,  and  I 
have  not  had  firsthand  reports  on  the  publicity  that  has  been  given 
to  that  since  the  action  has  been  taken,  I  believe  that  there  was  wide- 
spread publicity  given  to  it.  Here  is  a  letter  to  Mrs.  Oswald  Lord, 
received  from  a  very  competent  observer  in  Poland.  She  is  Chair- 
nian  of  the  United  States  Connnittee  for  the  International  Children's 
Emergency  Fund. 

Mr.  Stefan.  Of  what  country? 

Miss  Lenroot.  Of  the  United  States. 

Mr.  Stefax.  She  is  over  there? 

Miss  Lexkoot.  No,  sir,  she  is  over  here,  but  she  has  received  this 
letter  from  an  American  representative  in  Poland. 

Mr.  Stefax'.  a  representative  of  what? 

Miss  Lex'root.  He  is  an  American  official  in  Poland,  not  connected 
with  the  Fund. 

Mr.  Stepwx'.  With  whom  is  he  connected? 

Miss  Lexroot.  The  Ameiican  Government. 

Mr.  Stefax'^.  With  what  division  of  the  Government?  Is  he  in  the 
Diplomatic  Service? 

Miss  Lex'Root.  Yes,  sir;  he  is  in  the  diplomatic  service. 

Mr.  Stefax'.  In  the  Foreign  Service? 

Miss  Lexroot.  Yes,  sir:  in  the  Foreign  Service. 

Mr.  Stepwx'.  Well,  what  is  he.  a  commercial  attache,  a  first,  second, 
or  third  secretary  of  an  embassy  or  a  legation,  or  what  is  he? 

(Discussion  off  the  record.) 

Mr.  Stefax'.  Should  this  go  on  the  record,  that  an  American  official 
of  the  American  Government  in  Poland  has  this  to  say  regarding  the 
recognition  given  to  the  United  States  for  72  percent  of  the  relief  given 
in  this  particular  i)rogram? 

Mr.  WiOGLEswoRTJi.  Of  course,  most  of  this  publicity,  as  I  look  at 
this  book  is  United  Nations  publicity.  It  does  not  go  to  the  question 
that  you  asked,  whether  the  people  know  that  America  is  contributing 
72  percent  of  the  relief  in  this  program.  I  do  not  see  any  indications 
of  America  a[)pearing  in  these  posters,  and  so  forth  or  samples  of 
publicity  that  are  in  this  book. 

Miss  Lexroot.  He  says — 

Rejcanlins  your  swond  question  as  to  whether  the  Children's  Fund  is  liettiiij; 
credit  for  the  pi'ogijun.  I  would  say  that  tlie  answer  is  "Yes."  On  the  wiiole. 
the  fund  has  had  a  good  press  in  Poland.  ( Vrtainly  more  space  might  have  been 
given  the  work  in  tiie  Polish  press,  l)Ut  the  progi-am  has  by  no  means  been  omitted 
by  the  newspapei-s.  Vi  hen  high  otticials  of  I'XICEF  have  visited  Poland,  news  of 
such  visits  lias  usually  been  pi-inted.  Also,  not  long  ago  the  Prime  Minister 
referred  to  the  fund's  work  in  Poland  during  the  course  of  an  address  before 
the  Poli.sh  Parliament.  "We  ai'e  also  informed  that  the  Polish  Govei-nment  lias 
directed  that  a  desci'iption  of  the  fund's  activities  be  broadcast  in  the  near 
future  over  the  Polish  radio.     The  scriirt  for  this  is  now  being  prepared. 
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Posters  are  also  on  display  in  the  schools  and  institutions  receiving  UNICEF 
supplies  showing  the  UN  Childi'en's  Fund  as  the  source  of  the  supplies.  We  have 
seen  noi-  heard  notliing  to  suggest  that  any  effort  has  heen  made,  or  is  contem- 
plated, to  divert  credit  for  the  feeding  program  from  UNICEF. 

Mr.  Stefan.  That  was  in  Poland? 

Miss  Lenroot.  Yes,  that  was  in  Poland. 

Mr.  Stefan.  What  do  yon  have  in  Yugoslavia  ? 

Miss  Lenroot.  They  published  a  pamphlet  which  I  think  was  widely 
distributed  showing  all  of  the  countries,  including  the  United  States, 
that  made  contributions  to  the  fund  and  the  amounts  of  the  contri- 
butions made. 

(Miss  Lenroot  later  found  that  the  pamphlet  in  cpiestion  was  puhlished  in 
Hungary,  not  in  Yugoslavia. ) 

Mr.  Stefan.  What  is  the  situation  in  Czechoslovakia? 

Miss  Lenroot.  Czechoslovakia  has  cooperated  very  well.  Mr.  Pate 
i-eceived  word  very  recently  from  Czechoslovakia  stating  that  the  pro- 
gram was  going  well,  and  all  principles  were  being  observed. 

Mr.  Stefan.  Is  there  anything  from  Albania  ? 

Miss  Lenroot.  So  far  as  I  know,  the  work  is  proceeding  satis- 
factorily. 

]\Ir.  Stefan.  Is  there  anything  from  Bttlgaria  ? 

Miss  Lenroot.  Bulgaria  has  advertised  widely  that  Bulgaria  is  co- 
o})erating  with  the  United  Nations  and  that  any  failure  to  observe  all 
the  principles  required  would  reflect  on  Bulgaria. 

Mr.  Stefan.  How  about  Hungary? 

Miss  Lenroot.  Hungary? 

Mr.  Stefan.  Yes,  Hungary. 

Miss  Lenroot.  I  have  no  specific  information  on  Hungary,  except 
that  Dr.  Eliot,  who  was  in  Hungary  last  year,  has  reported  very  en- 
thusiastic cooperation,  and  Mr.  Pate  has  visited  Hungary  last  winter, 
and  has  reported  good  cooperation. 

(See  note  ahoA'e,  regarding  pamphlet  published  in  Hungary.) 

Mr.  Stefan.  How  about  Rumania? 
Miss  Lenroot.  The  situation  in  Rinnania  is  the  same. 
Mr.  Stefan.  But  you  have  no  specific  instances  like  you  have  in 
Poland  ? 
Miss  Lenroot.  No,  sir ;  I  have  not. 

relation  of  food  program  to  eca  and  gartoa 

Mr.  Stefan.  Miss  Lenroot,  do  you  know,  or  does  any  member  of 
the  staif  of  the  State  De])artment  know,  if  this  300  calories  contained 
in  this  ])rogram  is  supplemental  to  the  program  envisaged  by  ECA? 

]\Iiss  Lenroot.  The  ECA  ]n'ogram  will  liave  to  be  worked  out,  I 
think,  in  relation  to  the  ICEF  program.  The  ECA  program  has  not 
yet  developed  any  special  activities  in  relation  to  child  feeding. 

Mr.  Stefan.  They  are  going  into  some  zones  of  Germany  now? 

]\Iiss  Lenroot.  Yes. 

Mr.-  Stefan.  Would  that  be  supplemental  to  the  GARIOA  objec- 
tive of  2,100  calories? 

Miss  Lenroot.  I  think  that  all  I  can  say  is  that  that  objective  has 
not  yet  been  attained.  Whether  it  can  be  or  not  immediately  I  do 
not  know. 
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]\Ir.  Stkfax.  Woiikl  it  be  supplemental  to  and  recognized  in  the 
present  1,400  or  l,r)00  calories? 

Miss  Lexkoot.  It  would  be  supplemental  to  the  1,400  or  1,500. 
If  the  general  ration  actually  should  be  2,100  there  would  still  be 
need  for  the  money,  for  sjiecial  foods  for  children  which  they  ])rol)ably 
would  not  get  in  the  general  ration,  and  which  they  need  in  order  to 
overcome  the  long  period  of  uiulernutrition  through  which  they  have 
gone. 

May  I  say,  ]Mr.  Chairman,  that  before  we  go  into  a  country  an 
agreement  is  worked  out  witji  the  country,  and  a  standard  agreement 
has  been  included  in  the  justifications  submitted  to  this  conmiittee. 
The  ])lan  is  worked  out  showing  in  detail  wdiere  the  supplies  will  be 
used  and  the  agreement  provides  for  carrying  out  all  of  the  principles 
of  ojjeration  of  the  fund,  including  satisfactory  methods  of  opera- 
tion, without  discrimination  by  reason  of  political  belief,  race  or  creed. 

PT'P.LTCITY  GTVEX  IX  IROX  CURTATX  COrXTRIES  TO  COXTRTPjUTIOX  OF 

UXITED    STATES 

Mr.  Stkfax.  In  your  oi)inion,  in  the  distribution  of  this  you  think 
it  is  generally  known  and  recognized  that  the  United  States  partici- 
pates to  the  tune  of  72  percent. 

Miss  Lexroot.  Seventy-two  percent  is  just  recent. 

The  CiiATKMAX^.  The  only  mention  in  these  articles  is  the  United 
Nations.  There  is  no  mention  of  the  United  States  at  all.  I  would 
doubt  that  anyone  behind  the  iron  curtain  has  any  idea  that  the  United 
States  was  contributing. 

Miss  Lexroot.  In  the  first  place,  representatives  of  the  United 
States  visited  the  countries  and  discussed  with  them  the  financial  pro- 
AHsion  for  assistance. 

The  CiiATRMAX.  That  would  be  just  with  the  officials. 

Miss  Lexroot.  In  the  second  place,  I  have  referred  to  the  Hungarian 
publication,  which  is  the  only  actual  evidence  I  have  seen  myself, 
indicating  the  amount  that  has  come  from  the  United  States. 

In  the  third  place,  about  50  percent  of  the  administrative  staff  are 
Americans,  and  I  am  s^n-e  they  do  make  widely  known  the  fact  that 
the  United  States  is  conti-ibuting.  I  cannot  say  more  than  that  from 
my  own  knowledge. 

FERCEXTAGE   of  food  UXDER   rR0ORA:M   PRODUCED   IX   UXITED   STATES 

Mr.  Stefan-.  Now%  as  to  the  kinds  of  foods  that  you  are  distributing. 
What  percentage  of  that  72  percent  was  food  that  came  from  the 
United  States?     You  i)urchase  everywhere,  do  you  not? 

Miss  Lexroot.  Yes,  but  almost  all  of  the  milk,  85  percent  of  the 
milk,  and  most  of  the  fats  which  are  purchased  come  from  the  United 
States. 

Page  8  of  my  statement  shows  that  from  all  sources  food  would 
be  procured  to  the  extent  of  $91,000,000,  of  which  $65,000,000  would 
be  si)ent  in  the  United  States. 

Of  a  $20,f)()0,000  program  for  cotton,  wool,  and  hides,  $12,000,000 
would  be  spent  in  the  United  States,  and  a  break-down  is  given  on 
pages  4  and  5  of  the  justifications. 
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]\Ir.  Stefan.  I  have  that  before  me.  I  notice  that  a  considerable 
amount  of  daily  products  comes  from  New  Zealand  and  Australia. 
AYhere  do  the  lard  and  margarine  come  from?  I  see  that  you  are 
ffettino;  some  from  Australia. 

Miss  Lenroot.  Yes. 

Mr.  Stefax.  But  mostly  in  the  United  States  ? 

Miss  Lexroot.  Yes. 

Mr.  Stefan.  Forty-one  thousand  pounds. 

:Miss  Lenroot.  Out  of  45,000. 

Mr.  Stefan.  Is  the  lard  and  margarine  mixed,  or  is  it  separate? 

Miss  Lenroot.  It  is  separate  lard  and  margarine. 

]\Ir.  Stefan.  That  is  41,000  pounds  at  25  cents  a  pound.  Are  lard 
and  margarine  the  same  price? 

Mr.  Hall.  I  believe  it  is  an  average. 

Miss  Lenroot.  You  see,  cod-liver  oil  comes  naturally  from  certain 
other  countries,  and  meat  comes  from  Canada. 

Mr.  Stefan.  That  is  horse  meat. 

Miss  Lenroot.  That  comes  from  Canada. 

Mr.  Stefan.  And  the  beef  and  gra\'y  come  from  Mexico.  The  horse 
meat  is  15  cents,  the  beef  and  gravy  30  cents  a  pound. 

Miss  Lenroot.  Yes. 

Mr.  Stefan.  When  you  say  canned  variety  at  25  cents  a  pound, 
that  is  other  than  Mexican  meat? 

Miss  Lenroot.  Yes. 

Mr.  Stefan.  Beef  and  gravy  is  a  Mexican  product  that  you  buy 
from  agriculture;  is  that  right? 

Miss  Lenroot.  We  do. 

Mr.  Sn<:FAN.  What  kind  of  margarine  is  that? 

Miss  Lenroot.  I  am  sorry,  but  I  cannot  tell  you. 

Mr.  Stefan.  I  see  no  butter  here  at  all. 

Miss  Lenroot.  No  butter — we  have  had  to  use  contributions  from 
various  countries  for  goods  that  they  could  supply  within  the  country. 
For  instance,  fish  from  Newfoundland  and  cod-liver  oil  from  Norway 
and  Iceland. 

Mr.  Stefan.  What  kinds  of  hides  do  you  have  to  have  when  you 
feed  children? 

Miss  Lenroot.  They  go  for  shoes  wdiich  are  badly  needed.  Shoes 
and  clothing  represent  a  very  acute  need. 

status  of  obligations 

Mr.  Stefan.  How  much  money  do  you  have  left  out  of  the  first 
$40,000,000  ?    Do  you  happen  to  know  that  ? 

]Miss  Lenroot.  I  have  a  table  here  that  shows  the  contributions, 
page  6  of  my  statement.  The  LTnited  States  has  actually  paid  into 
the  fund  $27,652,364.64,  leaving  out  of  the  original  $40,000,000  about 
$12,347,600  in  round  figures. 

Mr.  Stefan.  That  has  been  obligated? 

Miss  Lenroot.  It  has  not  been  obligated. 

The  Chairman.  How  much  of  this  $57,000,000  you  have  down  here 
is  actually  obligated? 

Miss  Lenroot.  If  you  will  look  at  page  5  of  my  statement  you  will 
see  a  break-down  of  the  allocations  which  are  very  promptly  put  into 
obligations. 
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The  Chairman.  Yes;  but  that  does  not  answer  the  question  at  all 
What  were  the  oblio;ations  of  the  fund  as  of  the  1st  of  May  or  the 
30th  of  April  ? 

Miss  Lenroot.  I  can  supply  that  for  the  record.  I  do  not  have  it 
with  me.  The  allocation  for  $33,834,000  for  food  has  probably  been 
mostly  obligated. 

The  Chair3ian.  I  do  not  care  about  "probably,"  I  would  like  to 
have  the  facts. 

Miss  Lexroot.  I  can  supply  that  for  the  record,  showing  the  actual 
obligations. 

(The  following  was  submitted  later:) 

As  of  May  1,  1948,  a  total  of  $49,818,012.64  has  been  obligated,  including 
amounts  in  (-ontracts  now  niider  negotiation.  The  balance  of  $7,483,261.39  has 
been  programed  but  not  obligated. 

STATUS  OF  CONTRIBUTIONS  BY  OTHER  COUNTRIES 

Mr.  Stefan.  Have  all  the  other  countries  paid  in  up  to  date  ? 

Mr.  Hall.  Yes;  these  are  actual  payments. 

Mr.  Stefan.  Are  any  of  them  behind? 

Miss  Lenroot.  I  think  not. 

Mr.  Hall.  We  pay  our  contribution  only  as  other  matching  coun- 
tries pay  theirs.  Out  of  the  first  $40,000,000  we  have  paid  $27,600,000, 
and  we  will  make  no  further  payments  until  other  countries 
contribute. 

Mr.  Stefan.  Have  they  all  paid  their  share  up  to  date  ? 

Miss  Lenroot.  All  have  paid  u])  to  the  amount  of  this  $57,000,000, 
or  else  we  would  not  have  contributed  our  amount  of  $27,000,000. 
Tliere  is  over  $5,000,000  that  we  will  be  in  a  position  to  pay  as  soon 
as  we  have  evaluated  contributions  from  other  countries.  One  must 
recognize  that  the  matter  of  evaluating  various  currencies  takes  a 
little  time. 

]Mr.  Stefan.  If  you  have  $13,000,000  unobligated,  why  do  you  need 
another  $60,000,000  right  away  ? 

Miss  Lenroot.  Because  we  have  onh^  programed  for  a  10  months' 
period  for  each  country.  That  10  months"  period  will  expire,  accord- 
ing to  the  date  of  beginning  operations,  between  November  15  and 
January  31.  so  that  the  programs  would  cease  in  those  countries  some- 
time between  November  15  and  the  31st  of  January,  unless  additional 
resources  were  made  available. 

Mr.  Case.  Does  not  that  overlook  the  fact  that  this  $13,000,000 
would  not  l>e  available  until  you  get  these  other  contributions 
anah-zed  ? 

]Miss  Lenroot.  I  was  going  to  say  the  $13,000,000  will  not  be  avail- 
able until,  in  the  first  place,  certain  contributions  already  made  avail- 
able have  been  analyzed  and  evaluated,  and  additional  contributions 
come  in  from  other  countries.  We  have  negotiations  now  under  way 
with  some  20  countries,  and  we  feel  that  there  is  a  good  prospect  for 
getting  considerable  additional  amounts  of  money.  Moreover,  we  feel 
that  the  appropriation  by  the  United  States  Government  of  the  addi- 
tional $60,000,000  wouldbe  a  great  ])sychological  factor  in  encourag- 
ing other  countries  to  make  contributions. 

For  example,  some  of  the  countries  that  have  made  first  contribu- 
tions are  now  ready  to  consider  second  contributions,  but   if  they 
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felt  that  tlieir  second  coiitribntions  would  not  be  matched  immedit»tely 
by  the  United  States  they  might  delay  in  making  the  second  contribn- 
tion. 

The  Chairman.  The  United  States  so  far  has  contributed  66  per- 
cent of  the  total,  and  yon  have  the  money  so  that  they  can  run  np  to  the 
72  percent.  On  top  of  that,  we  paid  most  of  the  UXKKA  money 
and  probably  made  most  of  the  private  contributions. 

JVow,  what  coniTtries  among  these  are  ready  to  make  second  con- 
tributions if  we  are  ready  to  match  them? 

Miss  Lexroot.  I  understand  that  Canada  is  ready  to  begin  negotia- 
tions with  reference  to  a  second  contribution. 

The  Chairman".  She  has  just  announced  that  she  has  to  reduce  what 
she  originally  agreed  to  put  np  on  the  ECA  from  $150,000,000  to  $oO,- 
000,000.     How  much  has  Canada  contributed? 

Miss  Lenroot.  Canada  has  contributed  $5,000,000. 

The  Chairman.  Iceland  has  not  contributed  much. 

Miss  Lenroot.  Iceland  contributed  $40,000. 

The  Chairman.  How  about  Newfoundland? 

Miss  Lenroot.  $100,000. 

The  Chairman.  Australia  ? 

JNIiss  Lenroot.  $3,544,000. 

The  Chairman.  Xew  Zealand? 

Miss  Lenroot.  $810,000,  and  may  I  correct  Canada— $5,200,000. 

The  Chairman.  South  Africa  ? 

Miss  Lenroot.  An  immediate  contribution  of  $40,275.  but  negotia- 
tions are  still  under  way.     L^ruguay  has  contributed  $1,000,000. 

The  Chairman.  Nothing  else  from  South  America  ? 

Miss  Lenroot.  Except  a  small  amount  from  the  Dominican  Re- 
public, $20,000. 

The  Chairman.  European  countries  receiving  assistance :  does  that 
mean  contributions  within  their  own  countries  for  use? 

Miss  Lenroot.  For  use  outside  their  own  countries;  nothing  for  use 
within  their  own  countries  is  shown  here. 

Mr.  Case.  Is  that  contribution  in  currency?  ^' 

Miss  Lenroot.  They  procure  commodities  available  in  their  own 
countries,  such  as  suijar.  for  use  outside  their  own  countries. 

Mr.  Case.  What  about  the  I^NREA  contribution?  Was  that  in 
money  or  in  supplies? 

Miss  Lenroot.  It  was  in  money  credit. 

rOSSIBILITY    or    RECAPTURING    11 NRRA    PROPERTY    IN    VARIOUS    COUNTRIES 

Mr.  Case.  What  proportion  of  that  UNREA  $14,600,000  did  we 
contribute? 

Mr.  Hall.  Originally,  we  contributed  72  percent.  The  transfers 
were  residual  assets  in  which  we  had  an  equivalent  share. 

Mr.  Case.  Are  you  able  to  recapture  UNRRA  propei'ty  in  various 
countries? 

Miss  Lenroot.  We  ha^-e  not  had  aiw  I'NRRA  property. 

Mr.  Case.  Just  last  night  I  learned  tliere  were  thousands  of  cases 
of  canned  goods  in  Greece  which  were  put  in  there  by  I^NRRA  which 
are  of  a  character  that  the  Greeks  do  not  use.  I  was  wondering  if  tlmt 
might  not  be  made  available  for  the  soups  that  are  used  in  some  of  this 
feeding  program. 
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Miss  Lkxroot.  I  tliiiik  that  is  a  «;oocl  point  to  follow  up. 

]Mi'.  Case.  T  Mas  told  tlierc  were  canned  tomatoes  and  canned  veg- 
etables and  some  camied  fruits. 

Miss  Lenroot.  ]May  I  point  out,  Mr.  Chairman,  that  I  feel  it  is 
very  urgent  that  we  be  able  to  continue  this  program  in  the  respective 
countries  on  dates  beyond  the  ])('ri()d  we  can  now  finance,  ending  fi'om 
November  to  .Tanuary  ?  That  will  be  the  middle  of  next  winter.  The 
needs  Avill  be  tremendous,  and  unless  we  can  greatly  step  up  contri- 
butions from  other  countries,  we  will  not  be  able  to  meet  those  needs. 
I  feel  that  the  othei'  countries  Avill  be  discouraired  in  making  these 
contributions  unless  they  are  assured  that  the  United  States  contri- 
butions are  ready  for  matching. 

Mr.  Case.  Who  determines  that  other  countries  have  made  contri- 
butions that  warrant  our  ap])r()])riati()n  becoming  available? 

IVFiss  Lexroot.  That  is  evaluated  by  ex;:)erts  in  the  Department  of 
State. 

Mr.  Case.  If  this  money  is  appro})riated  and  a  corresponding  con- 
tribution has  not  been  made  by  other  countries,  does  that  mean  that  the 
money  stays  on  ice.  so  to  speak  ? 

Miss  Lexroot.  In  the  Treasury,  and  would  lapse  as  of  June  30, 1949, 
not  used. 

Mr.  Case.  Is  it  required  that  any  particular  individual  country 
make  contributions,  or  does  this  mone}^  become  available  from  the 
United  States  as  soon  as  some  country  makes  a  contribution? 

Miss  Lex'root.  As  soon  as  any  country  makes  a  contribution.  It 
must  be  a  government  contribution.  There  are  private  drives  going 
on.  but  those  funds  do  not  count  against  the  matching. 

Mr.  Case.  Just  to  make  that  point  clear,  if  no  other  country  but 
Canada  made  a  contribution,  then  our  money  would  become  available? 

jMiss  Lexroot.  It  would. 

Mr.  Case.  In  what  proportion  ? 

Miss  Lex'root.  Seventy-two  to  twenty-eight  still.  Just  for  the  sake 
of  argument — and,  of  course,  it  is  not  true — if  Canada  were  the  only 
country  contributing,  we  would  pay  in  the  ratio  of  72  to  28  from 
Canada,  but.  as  you  see,  there  has  been  a  large  number  of  countries 
contributing  to  the  fund. 

Ml'.  Case.  How  often  are  these  evaluations  made? 

Miss  Lexroot.  As  soon  as  the  Fuiul  is  notified  that  the  Govern- 
ment has  made  a  contribution,  or  if  they  come  in  rapidly,  as  soon  as 
there  are  a  few  contributions  ready  to  evaluate  the  administration  of 
the  Fund  would  work  out  with  the  Department  of  State  the  evaluation, 

Mr.  Case.  Whenever  any  country,  or  as  an  additional  countiw  makes 
a  contribution,  additional  drawings  can  be  made  upon  our  fund  ^ 

Miss  Lexroot.  That  is  right. 

admixistratiox^ 

Mr.  Stefax.  Tell  us  a  little  something  about  your  administration 
here.  What  is  your  administrative  progi'am?  What  is  the  ex)HMise 
of  it  ?  I  notice  on  page  5  of  your  statement  that  your  administrative 
expenses  are  $1,750,000. 

ISIiss  Lexroot.  Yes.  That  includes,  as  I  have  noted.  $400,000  spent 
in  1947:  $350,000  for  the  first  quarter  of  1948.  and  $1,0(W,000  for  the 
last  three  quarters  of  1948. 
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Mr.  Stefax.  But  this  estimate  for  the  1949  fiscal  j^ear,  under  the 
$60,000,000  request,  woukl  be  $1,750,000^ 

Miss  Lenroot.  That  is  right. 

Mr.  Stefan.  What  percent  would  that  be? 

Miss  Lenroot.  That  would  include  really  only  $1,350,000  for  the 
calendar  year  1948.  It  is  only  2  percent  of  the  total  resources  of  the 
fund. 

NUMBER    OF    PERSONNEL 

Mr.  Stefan.  What  is  the  number  of  employees  that  you  have  admin- 
istering this  program? 

Miss  Lenroot.  One  hundred  and  ten  employees  paid  by  United 
States  dollars.  In  addition  we  have  clerks  paid  from  French  cur- 
rency in  the  Paris  office,  and  in  all  of  the  country  missions  we  have 
local  personnel  paid  from  local  currency. 

Mr.  Stefan.  Where  are  your  headquarters? 

Miss  Lenroot.  New  York;  the  United  Nations  Building  on  Forty- 
second  Street. 

NEED  FOR  SHIPPING  RESERVE 

Mr.  Stefan.  Why  do  you  have  to  have  a  shipping  reserve  ?  Do  you 
not  participate  in  the  free  shipping  of  these  commodities? 

Miss  Lenroot.  No.     We  have  to  pay  for  all  our  shipping. 

Mr.  Stefan.  Can  you  not  participate  under  the  program  that  these 
other  relief  organizations  are?  I  think  that  there  are  about  30  chari- 
table organizations  that  are  sending  food  and  clothing  to  countries 
all  over  the  world.  They  have  registered  with  the  Department  of 
State  and  are  going  to  enjoy  free  shipping.  "Wliy  cannot  this  come 
under  that  program? 

Miss  Lenroot.  I  thiidv  the  legislation  provides  only  for  voluntary 
agencies. 

Mr.  Hall.  I  do  not  believe  that  the  children's  fund  would  qualify. 

Mr.  Stefan.  This  shipping  runs  to  over  $3,500,000.  If  we  could 
relieve  you  of  those  shipping  costs  it  would  help  a  great  deal. 

Miss  Lenroot.  Yes. 

Mr.  Stefan.  Have  you  explored  that  point  to  see  if  you  could  get 
any  modification  of  the  legislation  so  that  j^ou  can  participate  in  tlie 
free  shipping? 

Mrs.  Jacob.  We  have  discussed  it.  and  it  was  turned  down  on  the 
same  ground  that  Miss  Lenroot  brought  up. 

Mr.  Stefan.  And  you  represent  the  Washington  office  of  the  Fund? 

Mrs.  Jacob.  Correct. 

Mr.  Stefan.  What  about  this  $3,500,000  of  shipping  costs? 

Mrs.  Jacob.  We  discussed  that  with  Mr.  Ringland,  Executive  Direc- 
tor of  the  Advisory  Committee  on  Voluntary  Foreign  Aid.  and  Mr. 
Eingland's  answer  to  it  was  the  same  as  Miss  Lenroot  gave  you — that 
the  shipping  reserve  clause  in  the  ECA  legislation  provided  specifi- 
cally for  this  free  shipping  to  be  available  for  private  voluntary 
agencies  within  the  United  States,  and  since  the  Children's  Fund  is 
supported  by  Government  contributions,  as  well  as  by  private  volun- 
tary contributions,  and  since  it  is  an  organ  of  the  United  Nations 
and  therefore  an  intergovernmental  organ,  they  do  not  feel  that  it 
qualifies  under  the  terms  of  the  legislation. 
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Mr.  Stefax.  I  do  not  a^ree  entirely,  for  the  reason  that  T  asked 
Mr.  Voorhees,  who  is  in  charge  of  the  procurement  of  food  under 
GARIOA,  and  I  believe  that  he  indicated  that  the  BOO  calories  that 
this  represents  in  the  children's  feedincr  fund  -would  be  taken  under, 
consideration  in  the  GARIOA  program  in  Germany  and  Austria. 
This  fund  goes  into  Germany  and  Austria,  and  it  is  aimed  at  the  same 
objective.  If  30  organizations  are  participating  in  free  transportation 
of  food,  for  relief  and  rehabilitation,  I  believe  that  some  further 
ex])loration  should  be  made  in  this  shipping  item,  representing  S5.- 
300,000,  which  could  very  well  be  used  for  additional  food  for  children. 
It  is  all  going  for  the  same  thing. 

INIiss  Lexroot.  As  I  recall,  the  ceiling  authorized  is  about  $5,000,000, 
so  the  fund  would  be  able  to  benefit  only  in  part  from  that. 

Mrs.  Jacob.  There  is  a  $5,000,000  authorization  in  the  legislation. 

:Mr.  Hall.  There  was  in  Public  Law  84  a  $5,000,000  limitation. 
There  is  no  limitation  in  Public  Law  472. 

Mrs.  Jacob.  I  think  that  we  might  explore  the  possibility  of  utiliz- 
ing the  money  raised  from  private  contributions  in  the  United  States 
under  that  shipping  regulation,  because,  after  all,  those  are  contribu- 
tions given  privately  by  American  citizens  for  relief  abroad.  It  will 
be  channeled  through  the  Fund,  but  it  would  not  fit  the  terms  of  the 
legislation. 

Mr.  Stefan.  Transportation  runs  about  $180,000,000  for  GARIOA 
alone. 

Miss  Lenroot.  We  will  explore  that  very  carefully. 

determinatiOjS'  as  to  children  to  recert:  aid 

Mr.  WiGGLESWORTH.  Wlio  determines  what  children  are  to  receive 
this  aid? 

Miss  Lenroot.  It  is  determined  within  the  country  by  the  admin- 
istrative agencies  responsible.  A  part  of  it  may  be  allocated  for  school 
feeding  and  the  ministry  of  education  and  the  schools  would  determine 
which  children  would  receive  aid,  subject  to  the  provision  that  there 
must  be  no  discrimination  on  the  basis  of  race,  creed,  or  political  belief. 
As  to  the  part  that  goes  to  preschool  children  and  expectant  and 
nursing  mothers,  that  would  probably  go  through  the  ministries  of 
healtli  and  the  children  rceiving  aid  would  be  determined  by  the  local 
health  centers  and  agencies.  I  may  say  that  visitors  to  Europe,  observ- 
ing the  Fund,  have  reported  that  this  is  one  of  the  most  difficult  things 
to  do  because  in  a  single  school  or  hospital  they  find,  for  example,  that 
it  is  possible  to  aid  only  one-tenth  of  th.e  total  number  of  children  who 
should  receive  assistance. 

Mr.  WiGGLESWORTH.  Does  the  same  child,  we  will  say,  receive  con- 
tinual feeding? 

Miss  Lexroot.  Yes;  typically  if  it  is  a  school  feeding  program,  the 
same  child  would  receive  feeding  as  long  as  it  was  felt  that  child  was 
in  need  of  such  food.  There  would  be  an  appraisal  from  time  to  time 
as  to  the  relative  needs  of  the  children  based  upon  an  observation  of 
their  health  and  nutrition  and  on  any  examinations  it  might  be  possible 
to  make. 

:Mr.  WiGGLESWORTH.  What  does  that  $27,900,000  represent? 

Miss  Lexroot.  That  represents  what  we  have  programed  as  of  the 
present  time. 
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Mr.  WiGGLESwoRTH.  That  has  been  spent  to  date  for  that  purpose? 

Miss  Lenroot.  It  has  all  been  programed:  it  has  not  been  spent.  It 
will  (TO  for  food  to  carry  on  feeding  programs  up  to  date,  ranging 
from  November  to  January. 

PERIOD   or   PROGRAM 

:Mr.  WiGGLESWoRTH.  What  I  am  trying  to  get  at  is  this  looking 
ahead  ? 

Miss  Lexroot.  This  is  looking  ahead  to  a  date  in  each  country  rang- 
ing from  Xovember  15  to  January  ?>!.  We  have  programed  supplies 
to  reach  4,022,000  children  in  Europe  for  a  period  that  will  terminate 
from  November  15  to  January  ol,  depending  upon  the  date  in  each 
country  that  we  began  operations. 

Mr.  WiGGLESwoRTii.  That  is  roughly  10  weeks? 

Miss  Lexroot.  In  each  country  they  are  entitled  to  10  months'  sup- 
plies. 

Mr.  WiGGLESwoRTTi.  But  I  tliought  you  sad  this  program  was  to 
November  15  and  January  31. 

Miss  Lexroot.  It  ends'on  a  date  that  will  be  different  in  each  coun- 
try, depending  upon  when  it  began  in  each  country,  and  the  date  of 
termination  will  be  somewhere  between  November 

Mr.  WiGGLESwoRTii.  AVliat  I  am  trying  to  get  at.  Miss  Lenroot,  is 
what  does  this  $83,000,000  represent  ?  Take  the  $28,000,000  in  Europe 
there. 

]Miss  Lexroot.  It  represents  supplemental  feeding  for  10  months. 

Mr.  Wigglesworth.  For  a  period  of  K^  months  beginning  when  ? 

Miss  Lexroot.  It  began  in  January  or  February,  or. March,  depend- 
ing upon  when  the  country  plan  went  into  operation. 

Mv.  Wigglesworth.  1047? 

Miss  Lexroot.  Last  January  or  February. 

Mr.  WiGGLESw^oRTH.  And  it  runs  10  months? 

Miss  Lexoot.  From  that  time. 

Mv.  Wigglesworth.  From  the  time  it  started? 

Miss  Lexroot.  That  is  rifi-lit. 

Mr.  Wigglesworth.  Thai  is  for  4,000,000  children? 

Miss  Lexroot.  Four  million  in  Europe. 

cost  of  program  per  child 

Mr.  Wigglesworth.  That  would  mean  about  how  much  per  child? 

Miss  Lexroot.  About  $7  per  child. 

Mr.  Wigglesworth.  For  a  period  of  10  months  ? 

Miss  Lexroot.  Yes. 

INIrs.  Jacob.  We  figure  that  it  will  cost  about  $10  a  vear  to  feed  a 
child  supplementary  milk  and  codliver  oil,  the  foods  that  are  neces- 
sary for  growth. 

Mr.  Wigglesworth.  For  what  period  of  itme? 

Mrs.  Jacob.  For  1  year ;  $10  for  1  year. 

Mr.  Wigglesworth.  How  do  you  figure  the  supplementary  part  of 
the  equation  ? 

Miss  Lexrot.  That  is  for  the  supplementary  part. 

Mr.  Wigglesworth.  What  a  child  needs  depends  upon  what  he  is 
getting? 
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Miss  Lkxhoot.  That  is  ri«iht.  This  is  inado  avaihibh'  only  to  chil- 
dren who  are  in  ,2;reat  need,  as  evidenced  by  their  nutrition,  their 
undei-weight.  their  pallor,  theii-  inertia.  All  of  that  is  determined  by 
the  health  oflicials  or  the  school  oflicials.  and  the  children  in  this  sei-ious 
condition  are  ^^-jven  this  supplementary  food.  We  send  food  only  into 
a  country  where  it  has  been  shown  that  there  are  very  low  rations  and 
a  shoi'taffe  of  milk  and  other  sni)plies. 

Mr.  WiooLKSwoRTH.  I  still  find  that  fi<rure  sui'prisinfr. 

Miss  Lexroot.  It  is  surprisino-  when  you  thiidv  of  SlO  per  child  per 
year.     That  looks  like  a  very  small  amount. 

]Mi'.  Wig(;leswortii.  How  do  you  ai'rive  at  the  conclusion? 

Miss  Lkxroot.  That  is  based  upon  the  amount  of  milk  that  is  given 
and  the  cost  of  procurenuMit  and  shi})})ing. 

]Mr.  WiGGLESwoRTH.  Tliev  have  millions  of  children.  They  are  all 
<rettina-  a  dilfei-ent  numlier  of  calories,  we  will  say.  per  day.  and  yon 
come  before  us  and  tell  us  that  you  have  a  nice  formula  here  that  says 
for  $10  a  year  yon  can  feed  each  one  of  those  children  the  necessary 
supjdemental  ration. 

^liss  Lexroot.  We  do  not  claim  that  it  is  fully  adequate.  It  goes' 
onlv  to  the  children  that  are  in  great  need.  Undoubtedlv  there  are 
some  variations  as  between  countries  as  to  the  amount  that  they  get  at 
home,  but  we  have  tried  to  make  our  allocations  on  the  basis  of  relative 
need  so  that  the  total  mnnber  of  children  we  reach  will  have  same  rela- 
tion to  the  situation  in  the  country. 

I  will  say  that  if  the  fund  had  the  resources  to  feel  the  mnnber  of 
children  that  should  be  given  this  su]iplemental  ration,  we  would  be 
feeding  20  or  oO  million  in  Europe  and  not  4  million. 

Mr.  Wigoeesworth.  Yon  can  go  on  indefinitely.  It  is  just  a  matter 
of  where  you  are  going  to  draw  the  line.  I  was  trying  merely  to  get  a 
picture  of  your  formula  and  what  you  are  accomplishing  and  what 
jour  targets  are. 

IVIrs.  Jacob.  When  Mr.  Hoover  made  his  food  survey  3  years  ago 
this  spring  he  estimated  $400,000,000  should  be  put  into  feeding  around 
20.000.000  in  Europe  as  a  minimum  whom  he  felt  were  in  a  really 
drastic  condition  and  really  needed  the  special  supplementary  food. 
That  was  the  original  target  of  the  fund,  feeling  that  if  they  could  get 
that  much  food  to  the  children  over  an  emergency  period  of  18  months 
they  could  get  the  children  back  on  their  feet  enough  so  that  from  then 
on  you  would  not  have  the  difficult  health  problem. 

Mr.  Wiggles  WORTH.  That  picture  is  very  much  changed  today  in 
view  of  the  ECA  operation, 

NEED  FOR  SrECIAL  PROTECTIVE  FOOD  FOR  EUROPEAX  CIIILDREX 

Mrs.  Jacob.  Is  there  not  a  question  before  your  committee  of  how 
"  much  actual  food  is  going  to  children  \mder  the  ECA  operation  ?  ^Sfr. 
Hoover's  theory  and  Mr.  Pate's  theory,  and  the  theory  of  the  boaixl  is 
that  you  have  to  have  special  protective  food  for  children ;  you  just 
cannot  send  food  to  the  country  and  be  sure  childi-en  are  getting  the 
kind  in  every  case  that  they  need.  I  know  Dr.  Eliot  came  back  and 
said  that  if  they  had  a  good  wheat  harvest  in  the  European  countries 
it  Would  be  bad  for  the  children.  We  asked  why.  She  said  that  they 
would  feed  them  on  wheat  and  that  that  would  make  them  grow,  but 
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that  wheat  does  not  have  the  nutrition  to  protect  the  chiklren  ajjainst  „, 
diseases  of  the  bone  and  nutritional  diseases,  so  while  they  get  growth  >^. 
and  height,  tliey  do  not  get  the  nutrition  that  they  need  to  make  them  i, 
strong.  That  is  what  the  Fund  is  trying  to  do.  It  tries  to  provide  I" 
the  nutrition  to  make  the  children  healthy  rather  tlian  provide  wheat  " 
stuff.     There  is  no  Vvheat  or  cereals  anywliere  in  this  program. 

ADMINISTRATION 

Mr.  WioGLESAvoRTH.  What  do  you  do  with  this  $1,350,000  that  it 
currently  costs  to  administer  this  program  ? 

Miss  Lenroot.  That  goes  for  personnel  in  New  York  and  elsewhere. 

I\Ir.  WiGGLESAVoRTH.  You  told  US  that  you  had  only  110  people  up 
thei-e."   You  do  not  use  that  much  money'for  110  people,  do  you? 

Miss  Lenroot.  In  addition  it  goes  for  travel  and  maintenance  and 
for  supplies,  office  expenses,  and  things  of  tliat  sort.  I  may  say  that 
there  was  a  survey  made  of  the  administration  of  the  Fund  by  experts 
in  tlie  United  Nations,  who  reported  that  it  was  very  well  adminis- 
tered and  that  the  staff  was  really  below  that  required  in  certain  in- 
stiinces  for  the  most  effective  work ;  that  such  economy  had  been  ap- 
plied that  it  would  be  necessary  to  strengthen  the  staff  in  a  few  par- 
ticulars. 

PERSONNET.  IN  VAEIOTTS  COUNTRIES 

Mr.  WiGGLESw^oRTH.  Do  you  have  a  local  force  in  every  country 
in  Avhich  you  are  working? 

Miss  Lenroot.  We  have  from  two  to  four  or  five  people  in  every 
country. 

Mr.  Wigglesworth.  On  the  Fund  pay  roll  ? 

Miss  Lenroot.  On  the  Fund  pay  roll. 

Mr.  WiGGLESwT)RTH.  Two  to  five  in  every  country  ?  i  j 

Miss  Lenroot.  Yes.  "  U 

INIr.  Wigglesworth.  How  many  countries  ?  I 

Miss  Lenroot.  Twelve  countries  in  Europe,  and  China. 

Mr.  Wigglesworth.  Thirteen  countries,  and  you  have  from  2  to  5 
people  on  your  pay  roll  in  each  one  of  those  13  ? 

Miss  Lenroot.  Yes.  Then  we  have  a  Paris  office  with  personnel 
to  service  the  whole  European  operation. 

Mr.  Wigglesworth.  How  many  people  in  the  Paris  office? 

Miss  Lenroot.  I  think  there  are  12  on  our  pay  roll.  These  people 
in  the  countries  are  very  much  needed  to  observe  the  feeding  opera- 
tion and  see  that  the  principles  of  the  Fund  are  applied. 

CONTRIBUTION    OF   THE   UNITED   STATES 

Mr.  Wigglesworth.  We  have  put  up  $27,000,000-plus,  I  think  you 
said. 

Miss  Lenroot.  Yes. 

Mr.  WiGGLEsw^ORTH.  Over  what  period  of  time  ? 

Miss  Lenroot.  We  made  the  first  payment  last  August,  I  believe. 

Mr.  Wigglesworth.  1947? 

Mrs.  Jacob.  September  2,  I  think  it  was. 

Mr.  WiGGLESw^oRTH.  In  order  to  have  made  that  amount  the  other 
governments  must  have  contributed  over  $9,000,000. 
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Miss  Lenroot.  About  $14,000,000. 

Mr.  Hall.  Public  Law  84  provided  for  an  outright  grant  of  $15,- 
000,000,  and  then  the  further  contributions  were  made  on  the  basis  of 
matching. 

Mr.  A\'iGGLESW0RTH.  In  order  to  spend  $00,000,000  which  you  are 
requesting,  plus  $13,000,000  which  you  have  already  on  hand,  other 
countries  will  have  to  contribute  to  the  extent  of  $28,000,000? 

Miss  Lenroot.  Yes. 

Mr.  Wkujleswortil  Whether  or  not  they  will  do  that  is  speculative 
at  the  moment. 

Miss  Lexroot.  It  is  about  $25,000,000,  I  believe,  to  be  exact.  In 
order  to  utilize  the  full  $100,000,000  authorized  there  would  have  to 
he  $o9,000,000  from  other  countries,  and  we  now  have  about  $14,- 
000,000  from  other  countries,  so  we  would  need  about  $25,000,000 
more.     As  I  say,  we  have  negotiations 

Mr.  Wigglesworth.  I  thought  that  you  said  the  ratio  was  72  to  28. 

]\Iiss  Lenroot.  It  is  . 

Mr.  Hall.  Against  the  total  amount  ? 

Miss  Lenroot.  About  $139,000,000  would  be  the  total.  If  $100,- 
000,000  is  72  percent  of  the  total,  that  total  is  about  $139,000,000. 

Mr.  Wiggles  WORTH.  I  see. 

Miss  Lenroot.  We  have  negotiations  under  way  with  a  number  of 
countries,  and  I  feel  that  there  is  a  good  chance  of  getting  the  full 
$25,000,000  during  the  year.  As  I  say,  I  think  that  those  negotiations 
will  be  greatly  expedited  if  they  know  the  money  is  at  hand  in  the 
United  States. 

I  would  summarize  the  purpose  of  the  additional  assistance,  includ- 
ing the  matching  assistance  from  the  other  countries,  as  being,  first  of 
all,  to  extend  the  ])eriod  of  feeding  operations  from  the  middle  of 
next  winter  through  June  30  next  year  to  carry  the  children  through 
the  winter  and  spring. 

private  contributions 

Mr.  Stefan.  What  about  your  private  contributions? 

Miss  Lenroot.  Private  contributions  are  coming  in  to  some  extent 
as  the  result  of  the  United  Xations'  appeal  for  the  children,  but  the 
amount  that  can  be  expected  is  problematical.  Canada  has  raised 
about  $3,000,000  or  $4,000,000,  I  believe.  The  United  States  has  been 
conducting  a  drive  under  the  title  "American  Overseas  Aid,  United 
Nations'  Appeal  for  Children." 

Mrs.  Jacor.  One  million  pounds  sterling  from  the  United  Kingdom. 
Iceland  was  from  $500,000  to  $000,000,  which  amounts  to  more  than 
$4  per  person. 

Miss  Lenroot.  With  the  $139,000,000  of  Government  contributions, 
which  would  be  the  maximum  we  could  get  if  all  matching  require- 
ments were  met,  we  could  increase  the  number  of  children  from  ap- 
proximately 4,000,000  to  5.500,000,  and  extend  the  period  to  next  June. 

With  additional  private  contributions  we  could  further  increase  the 
mmiber  of  children. 

Mr.  Stefan.  Estimate  the  probable  amount  that  you  are  going  to 
get  from  private  contributions  and  give  us  a  little  financial  picture. 
Let  us  have  the  entire  picture  so  that  when  we  go  onto  the  floor  and 
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are  asked  questions  about  it  we  will  know  exactly  what  money  you  are 
working  with. 

Mrs.  Jacob.  We  do  not  have  an  estimate  on  the  private  contribu- 
tions. We  will  try  to  pet  it  for  3'ou.  There  are  15  countries  participat- 
ing in  private  contributions. 

Mr.  Stefax.  How  much  will  you  get  ? 

Mrs.  Jacob.  In  the  United  Kingdom  we  get  50  percent ;  in  Canada 
we  get  two-thirds  of  it.  It  will  take  quite  a  bit  of  time  to  get  that 
information,  but  if  you  would  like  bv  the  time  vou  go  to  the  floor,  we 
will  have  a  complete  statement  on  the  estimated  income  from  world- 
wide contributions. 

Mr.  Stp:fan.  Which  will  be  added  to  the  fund  ? 

Mrs.  Jacob.  Surely. 

Mr.  Stefan.  And  the  figure  to  date  is  $701,521  ? 

Miss  Lexroot.  That  is  right. 

Mrs.  Jacob.  But  that  came  into  existence  because  the  New  York 
Times  wrote  an  editorial  when  the  Fund  was  before  Congress  and 
then  many  peo])le  sent  us  individual  contributions.  It  is  not  the 
result  of  any  drive,  but  there  is  a  drive  going  on  now  that  ought  to 
bring  in  considerable  amounts. 

Mr.  Stefan.  Will  you  give  us  a  statement  by  the  time  we  bring  this 
bill  to  the  floor? 

(The  statement  is  as  follows :) 

Iiiformatioii  from  the  United  Nations  indicates  that  10  conntries  have  already 
reported  proceeds  from  the  world-wide  drive  amonnting  to  the  equivalent  of 
.^3.(1(10,0(10  cominji-  to  tlie  Inte;iiational  Children's  Emergency  Fund.  In  a  number 
of  countries  the  proceeds  of  the  drive  are  shared  by  the  Fund  and  other  agencies. 
A  considerable  proportion  of  the  .'r'S.oOO.O!  0  is  in  the  form  of  blocked  currency 
that  can  be  used  for  procurement  only  in  limited  areas. 

Mrs.  Jacob.  Yes. 

Miss  Lenroot.  With  this  Goverinnent  i)rogram  we  can  increase 
the  number  of  children  to  5.500.00(i.  but  there  are  at  least  20  or  oO 
million  children  in  urgent  need,  so  anything  that  can  be  gotten  from 
private  contributions  can  be  used  to  increase  the  number  of  childreu 
leached. 

Mr.  WroCiLESWORTH.  Is  there  any  limit  to  the  life  of  this  organiza- 
tion under  the  present  law  ? 

Miss  I  ENROOT.  It  is  set  up  as  an  emergency  organization  of  the 
United  Nations  without  a  fixed  time  limit.  The  original  appoint- 
ments to  the  Executive  Board  were  for  o  years,  beginning  a  year  ago 
in  December,  liut  there  is  no  fixed  time  limit.  The  General  Assembly 
will  have  to  review  the  situation  from  time  to  time  to  determine 
whether  there  is  a  continuing  need  of  an  emergencv  character. 

NEED  FOR  rUBLICIZING  CONTRIBUTION  OF  rNITED  STATES 

Mr.  ^Iaiion.  I  would  like  to  say  that  I  liave  listened  to  your  testi- 
mony with  interest.  I  think  this  progam  in  which  we  undertake  to 
be  of  service  to  the  underprivileged  children  of  the  Avorld,  is  in  the 
best  interests  of  humanity.  I  do  not  think  that  we  ought  to  seek  any 
great  personal  advantages  as  a  Nation  by  reason  of  this  humanitarian 
service.  T  do  think  that  it  would  be  well  if  you  and  others  who  have 
to  do  with  this  program  could  exert  yourselves,  wherever  possible,  to 
see  to  it  that  the  nations  that  are  the  beneficiaries  of  this  program 
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know  who  the  benefactors  are.  and  tliat  tliey  do  that  in  a  modest  and 
an  a])propriate  way.  I  realize  that  it  is  very  ditlicult  and  that  you 
may  not  he  able  to  do  it.  I  doubt  if  the  average  recipient  of  this  aid 
knows  that  50  ]^ei'cent  of  the  whole  a])pro])riation.  and  more,  comes 
from  the  United  States. 

I  do  not  know  whether  you  can  let  them  know  the  whole  story,  but 
it  does  seem  that  every  effort  ouij^ht  to  be  made  within  reason  to  let 
them  know  what  this  <rreat  democracy  is  seeking-  to  do  for  the  children 
of  the  world,  alon<j:  with  other  nations. 

Miss  Lexroot.  I  will  attend  a  meeting-  of  the  pro«rram  committee 
in  July  in  Paris,  and  I  may  be  able  to  visit  a  few  countries  in  addition. 
I  will  make  it  a  ])oint  to  see  what  is  bein<r  done  and  what  can  l)e  done 
along  that  line. 

Mr.  Mahox.  It  has  to  be  done  in  the  rioht  spirit,  as  I  see  it.  AVe 
cannot  go  boastfullv  about  tellina'  how  humanitarian  we  are.  but  there 
is  a  line  which  I  think  we  should  approach. 

I  was  amazed  at  your  statement  that  you  could  take  care  of  the 
minimum  requirements  of  these  children  for  about  $10  a  year,  which 
would  l)e  less  than  $1  a  month.  I  hardly  see  how  we  could  do  more 
than  provide  a  few  vitamins  for  such  a  small  sum  as  that. 

Miss  Lexroot.  That  covers  about  a  cup  of  milk  and  some  cod-liver 
oil  for  the  youngest  children  and  some  fats  have  been  figured  in. 

QUESTION    AS    TO    COXTRIBUTIOX    OF    PROfiRAM    To    HEALTH    OF    EUROPEAN 

CIIILDREX" 

Mr.  Mahox.  Do  you  sincerely  believe  that  a  program  as  modest  as 
that  is  making  a  marked  contribution  to  the  health  of  those  children? 

Miss  Lexroot.  I  think  it  is  making  a  contribution. 

I  was  talking  with  someone  from  ^Munich  yesterday  who  was  very 
concerned  about  the  children.  A  cup  of  milk,  just  that,  per  child 
per  day,  does  make  a  real  dilference.  You  can  see  evidence  of  what 
a  difference  it  makes  when  you  see  the  children  who  have  received 
that  cup  of  milk.  Cod-liver  oil  is  a  great  protection,  and  also  fat. 
It  is  not  as  nnich  as  we  ought  to  do.  As  Mrs.  .Jacob  said,  we  ought  to 
spend  $400,000,000  a  year  from  all  sources,  l)Ut  I  think  it  does  have 
very  tangible  results  in  the  bodies  of  the  children,  and  I  think  it  has 
even  better  results  in  the  minds  of  the  children  and  their  families. 

I  had  a  very  pathetic  story  told  me  about  someone  who  was  in 
Austria,  about  a  little  boy  who  came  running  home  from  school  saying, 
"Mamma,  mannna,  let  me  have  a  cup  to  take  to  school ;  Ave  are  going 
to  get  some  milk  in  school.''  It  mear.s  a  great  deal  to  them  to  feel 
this  comes  from  the  United  Nations. 

Mrs.  Jacob.  I  would  like  to  say  our  agreements  with  these  coun- 
tries provide  that  the  govermnents  are  supposed  to  keep  weight  charts 
and  height  charts  on  these  children  so  that  at  the  end  of  the  year,  over 
a  year's  operation,  we  can  actually  determine  what  a  difference  exists 
between  children  who  are  being  cared  for  and  those  who  are  not. 

Personally,  my  reaction  to  it  was  that  it  w;is  cruel. 

Miss  Lexroot.  I  would  say,  also,  that  the  countries,  themselves,  have 
to  put  uj)  additional  food  for  this  meal  which  is  not  counted  in  the 
$10  per  child  per  year. 

Mr.  Mahox.  It  seems  that  there  is  a  great  doubt  as  to  the  final  ef- 
fectiveness of  a  gi-eat  many  of  our  foreign-aid  programs.     As  to  this 
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program,  there  could  seem  to  be  no  dispute.  The  whole  world  should 
be  all  out  for  a  program  of  this  kind.  Personally,  I  wish  you  well  for 
the  part  that  you  have  in  it. 

The  Chairman.  How  can  you  keep  110  people  busy  on  this  in  this 
country  i' 

Miss  Lenroot.  They  are  not  all  in  this  country. 

The  Chairman.  How^  many  do  you  have  in  this  country  ?  It  would 
seem  to  me  that  8  or  10  should  do  the  job. 

Miss  Lenroot.  In  this  countrj^  there  is  really  a  minimum  staff  for 
over-all  direction. 

The  Chairman.  How  many? 

Mrs.  Jacob.  About  50. 

The  Chairman.  It  ought  to  be  down  to  about  10  to  do  the  job. 

Mrs.  Jacob.  That  includes  the  clerical  staff. 

The  Chairman.  I  appreciate  that,  and  it  should.  Ten  ought  to 
take  care  of  that,  if  they  are  working.  There  are  50  in  Xew"  York; 
is  that  right  ? 

Miss  Lenroot.  I  do  not  believe  there  would  be  more. 

Mrs.  Jacob.  We  can  furnish  a  list  of  the  people. 

The  Chairman.  I  wish  you  would  do  that. 

(The  following  was  submitted  later:) 

UNICEF  Organization 

The  International  Children's  Emergency  Fund  organizationally  is  divided 
into  seven  geographical  locations :  New  York  headquarters  including  Lake 
Success  and  the  Washington  liaison  office,  Paris  office,  European  field  missions, 
mission  to  China,  Southwest  Pacific  office,  South  American  office,  and  far  eastern 
mission. 

The  New  York  headquarters  office  is  the  central  headquarters  of  the  organiza- 
tion which  controls  all  other  activities  of  the  fund,  within  each  geographical 
area.  Within  the  New  York  headquarters  an  organizational  structure  has  been 
formed  to  control  functional  responsibilities. 

(a)  Director's  office. — Responsible  for  the  general  administration  of  the  entire 
fund,  including  initiating  general  policies,  negotiations  with  recipient  and 
contributng  governments,  contact  with  United  Nations  executve  adminstration, 
delegatons  from  member  governments,  and  any  other  matters  of  general  policy. 

Number  of  employees,  six :  One  executive  director,  one  executive  officer,  one 
field  operations  coordinator,  two  secretaries,  one  typist. 

(b)  Contrihiitioiis  section. — Responsible  for  negotiation  with  member  and  non- 
member  governments  for  the  purpose  of  obtaining  contributions  to  the  Childen's 
fund.  After  contributions  have  been  negotiated,  obtain  necessary  documents  for 
acceptance  of  such  gifts.  Carry  on  the  necessary  negotiations  with  other  sources 
of  income  such  as  voluntary  agencies,  private  contributors,  etc.  Responsible 
for  the  formation  of  general  policies  regarding  the  operations  of  such  an  organi- 
zation in  accordance  with  the  broad  policies  laid  down  by  the  United  Nations 
Executive  Board  and  the  Office  of  the  Executive  Director. 

Number  of  employees,  five :  One  coordinator,  two  government  liaison  officers, 
one  voluntary  agency  officer,  one  secretary. 

(e)  Reports  and  proceedivrjs  section. — Responsible  for  initiating  and  originating 
proceedings  of  the  Children's  Fund's  activities  in  relation  to  the  Department  of 
Economic  and  Social  Affairs,  Economic  and  Social  Council,  Executive  Board, 
Program  Committee,  and  other  departments  of  the  United  Nations  who  are 
affected  by  the  activities  of  the  Fund.  Responsible  for  originating  and  dissemi- 
nating all  official  documents  affecting  the  operations  of  the  Fund.  Acts  as  Secre- 
tary to  the  Program  Conunittee  and  the  Executive  Board  and  maintains  liaison 
between  the  Children's  Fund  and  its  board  nieml)ers. 

Number  of  employees,  two:  One  I'eports  and  processing  officer,  one  secretary. 

(d)  Supply  section. — Responsible  for  the  initiating  and  formation  of  broad  poli- 
cies concerning  the  supplying  of  commodities  to  the  recipient  governments  under 
broad  instructions  received  from  the  Program  Committee,  Executive  Board,  and 
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Office  of  the  Executive  Director.  Directs  the  activities  of  the  Procurement,  Ship- 
ping, and  Commodity  Accounting  Units  on  matters  of  policy  and  procedure  and 
provides  the  other  organization  areas  with  policies  and  procedures  under  which 
they  are  to  operate. 

Number  of  employees,  two  :  One  supply  coordinator,  one  secretary. 

(e)  Frocuremott  unit. — Resiioiisible  for  the  procurement  of  all  supplies  and 
commodities  used  in  the  Children's  Fund's  activities  operating  under  tlie  broad 
policies  formulated  by  the  Supply  Section.  Responsible  for  obtaining  sources  of 
supply  under  difficult  market  conditions,  determining  prices,  and  quality  of 
merchandise,  procuring  materials  within  numerous  countries  involving  rates  of 
exchange,  currency  evaluation,  etc.  Performing  other  responsible  tasks  of  a 
like  nature  and  at  the  same  time  planning  for  the  requirements  according  to  pro- 
grams provided  and  recommending  plans  and  policies  for  oiierations. 

Number  of  employees,  three :  One  chief  procurement  officer,  one  assistant  pro- 
curement officer,  one  secretary. 

if)  Shipping  unit. — Responsible  for  the  formation  of  policies  and  procedures 
under  which  the  entire  shipping  program  of  the  Children's  Fund  must  operate, 
carry  on  negotiations  with  carriers  in  determining  rates  required  to  ship  from 
any  port  in  the  world  in  which  the  Fund  is  operating,  to  provide  necessary 
insurance  and  protection  for  cargoes,  to  arrange  schedules  to  coincide  with  pro- 
curement and  feeding  programs  and  in  general  to  operate  all.  phases  of  an 
International  shipping  operation. 

Number  of  employees,  six :  One  chief  shipping  officer,  one  assistant  shipping 
officer,  one  insurance  and  claims  offic""',  one  trainee,  two  secretaries. 

(g)  Commodity  control. — Responsible  for  the  controlling  of  commodities  from 
the  time  shipped  until  the  time  consumed  within  the  recipient  countries.  For- 
mulate plans  and  procedures  for  such  controls  and  issue  necessary  instructions 
to  the  operating  missions  and  the  recipient  governments,  port  offices,  regarding 
control  of  such  commodities.  Prepares  necessary  reports  for  guidance  of 
other  organizational  units  of  the  fund  and  carries  on  necessary  control  func- 
tions between  headquarters  and  operating  missions  in  recipient  governments. 

Number  of  employees,  three :  One  chief  control  officer,  two  statistical  clerks. 

(h)  PubUc  information  section. — Responsible  for  all  public  information  and 
public  relations  of  the  fund.  Responsible  for  informing  the  general  public  re- 
garding the  activities  of  the  ICEF,  formulates  the  publicity  policy  operating 
under  the  broad  policies  of  the  United  Nations,  responsible  for  the  initiation 
and  preparation  of  pamphlets  and  booklets  for  World-wide  distribution  regard- 
ing the  aims  and  operations  of  the  children's  fund. 

Number  of  employees,  three:  One  public-information  officer,  one  editor,  one 
secretary. 

(i)  Program  section. — Responsible  under  the  broad  policies  issued  by  the  pro- 
gram committee,  executive  board,  and  executive  director's  office  to  formulate  the 
programs  of  the  fund,  whereby  the  fund's  assets  are  distributed  to  the  various 
recipient  governments.  To  negotiate  with  recipient  governments  through  mis- 
sion offices  regarding  detailed  plans  of  operations  and  based  on  economic  con- 
ditions of  each  country,  determine  utilization  and  recommend  utilization  of 
funds  based  on  particular  needs.  Responsibilities  include  continuous  reviews 
of  reports  and  conditions  within  each  country  as  well  as  conducting  studies  of 
indigenous  assets.  Prepare  recommendations  to  the  program  committee  and 
executive  board  as  funds  become  available  for  distribution  and  on  the  basis  of 
such  recommendations  the  entire  program  of  the  fund's  operations  is  made. 

Number  of  employees,  four :  One  chief  program  officer,  two  junior  program 
officers,  one  secretary. 

{))  Technical  services  section. — Responsible  for  providing  the  necessary  tech- 
nical advice  on  all  technical  subjects  carried  on  by  the  fund,  such  as  medical 
programs,  nutrition  reports,  localized  epidemics,  etc.,  affecting  the  fund's 
activities. 

Number  of  employees,  one:  Chief  technical  officer. 

(fc)  Comptroller's  office. — Operating  under  broad  policies  established  by  the 
Bureau  of  the  Comptroller  of  the  United  Nations,  responsible  for  the  financial 
control  of  all  assets  of  the  children's  fund.  This  responsibility  Includes  formu- 
lation of  internal  policies,  regulations  and  procedures,  financial  negotiations 
with  contributing  governments,  investments  of  the  fund's  assets,  all  phases  of 
administrative  financial  control,  and  other  broad  responsibilities  relating  to  a 
financial  institution  controlling  millions  of  dollars. 
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• 

Number  of  employees,  10 :  One  comptroller,  one  deputy  comptroller,  five  ac- 
countants, two  secretaries,  one  clerk. 

(l)  Administrative  section. — Responsible  for  all  the  administrative  aspects  of 
the  fund,  operating  within  the  broad  policies  issued  by  the  United  Nations  re- 
quiring interpretation  and  adjustment  to  the  peculiar  operational  aspects  of  an 
organization  of  this  type,  formulating  plans  and  policies  regarding  internal  op- 
erations including  all  of  the  aspects  of  personnel,  travel,  budget,  general  serv- 
ices of  various  types. 

Number  of  employees,  13 :  One  administrative  officer,  one  secretary,  one  per- 
sonnel officer,  one  personnel  clerk,  one  administrative  assistant,  one  travel  clerk, 
one  mail  clerk,  two  junior  mail  clerks,  one  purchasing  clerk,  one  cable  clerk,  one 
machine  operator,  one  stenographer. 

The  Chairman.  Thank  you  very  much. 


Tuesday,  May  18,  1948. 

CHINA-AID  PROGEAM 

STATEMENTS  OF  M.  T.  MOORE,  SPECIAL  ASSISTANT  TO  THE  AD- 
MINISTRATOR;  HARLAN  CLEVELAND,  SPECIAL  ASSISTANT  ON 
CHINA,  AND  F.  R.  CAWLEY,  ACTING  BUDGET  OFFICER,  ECONOMIC 
COOPERATION  ADMINISTRATION;  WILLARD  THORP,  ASSISTANT 
SECRETARY  OF  STATE  FOR  ECONOMIC  AFFAIRS;  HUBERT  HAV- 
LIK,  ACTING  DIRECTOR,  OFFICE  OF  FINANCIAL  AND  DEVELOP- 
MENT POLICY;  W.  W.  BUTTERWORTH,  DIRECTOR  FOR  FAR 
EASTERN  AFFAIRS;  MELVILLE  H.  WALKER,  ASSISTANT  CHIEF 
OF  FAR  EASTERN  BRANCH,  DIVISION  OF  INVESTMENT  AND 
ECONOMIC  DEVELOPMENT;  PHILIP  D.  SPROUSE,  ASSISTANT 
CHIEF,  DIVISION  OF  CHINESE  AFFAIRS;  AND  ROBERT  McBRIDE, 
ASSISTANT  CHIEF  OF  PRODUCTION  BRANCH,  PETROLEUM  DIVI- 
SION, DEPARTMENT  OF  STATE 

The  Chairman.  We  have  before  us  Mr.  Moore,  special  assistant  to 
the  Administrator  of  Economic  Cooperation  Administration,  with  his 
associates  to  present  the  China-aid  program,  contained  in  the  estimate 
for  $463,000,000,  of  which  $125,000,000  is  to  be  available  exclusively 
for  the  purposes  of  subsection  404  (b)  for  aid  to  China,  Public  Law 
472,  of  this  Congress. 

Mr.  Moore,  do  you  care  to  make  a  statement  to  the  committee  at  this 
time  ? 

General  Statement 

Mr.  Moore.  Mr.  Chairman,  I  have  a  statement  here  by  Mr.  Hoffman, 
Administrator  for  Economic  Cooperation,  which  he  would  like  sub- 
mitted for  the  record,  and  if  you  would  like  me  to  do  so  I  will  read  it. 

The  Chairman.  You  may  proceed. 

Mr.  MooRE  (reading)  : 

You  have  before  you  the  request  for  an  appropriation  of  $463,000,000  for  aid 
to  China.  This  request  is  in  pursuance  of  tlie  China  Air  Act  of  194S  (title  IV  of 
the  Foreign  Assistance  Act  of  1948).  Section  404  (a)  authorizes  the  appropria- 
tion for  aid  to  China  of  a  sum  not  to  exceed  $.338,000,000.  Section  404  (b)  author- 
izes the  appropriation  of  a  sum  not  to  exceed  $125,000,000  for  additional  aid  to 
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Chitia  through  grants.  The  act  providps  that  the  aid  imrsuant  to  swtion  404  (a) 
shall  ho  adiuiuistered  under  tho  a])iilical)I(>  provisicjiis  of  tho  Efououiic  Coopora- 
tiou  Act  of  l!j4.S  (title  1;  ;  and  that  the  aid  pursuant  to  section  404  (h^  shall  he  ad- 
ministered without  regard  to  the  provisions  of  such  act.  My  comments  are  con- 
fined to  the  request  for  the  appropriation  of  $338,0(X).Ono  for  economic  aid  to 
China. 

This  amount  of  economic  aid  to  China  does  not  hulk  large  in  the  total  funds 
which  have  been  authorized  to  be  appropriated  under  the  Foreign  Assistance 
Act  of  1948  to  promote  stability  and  economic  recovery  in  key  areas  of  the  world. 
But  the  importance  of  this  aid  to  China  is  very  great  in  relation  to  the  needs  of 
China. 

As  the  testimony  before  Congress  and  the  reports  of  the  congressional  Foreign 
Relations  rommittees  showed,  the  situation  in  China  is  a  very  difficult  one.  The 
long  struggle  against  the  Japanese,  followed  by  civil  strife  which  has  continued 
and  grown  in  intensity,  has  resulted  in  an  ever-increasing  disruption  and  deteri- 
oration of  the  Chinese  economy. 

Today.  China's  civil  war  takes  two-thirds  of  the  Govermiient's  internal  budget. 
■The  resulting  inflation,  wliich  has  now  reached  the  point  where  it  takes  more  than 
a  million  Chinese  dollars  to  buy  one  American  dollar  in  Shanghai's  black  market, 
is  both  a  re.sult  and  a  cause  of  the  progressive  deterioration. 

The  Chinese  rely  heavily  upon  imports  to  keep  their  economy  going.  But 
inflation  and  instability  in  China  have  meant  a  decrease  in  exports  and  other 
receipts,  which  must  be  relied  upon  to  pay  for  necessary  imports. 

I  think  it  is  important,  therefore,  to  emphasize  what  I  take  to  be  the  intent  of 
Congress  in  jiassing  the  China  Aid  Act  of  1948.  It  was  not  deemed  possible  under 
all  the  circumstances  to  work  out  a  longer  range  plan  of  assistance  to  Cliina,  svich 
as  is  eml)odied  in  the  European  recovery  program.  The  aid  now  provided  for  is 
a  1-year  progi-am  of  assistance.  I  cannot  emphasize  too  strongly,  that  this 
program,  even  if  administered  in  the  most  effective  way,  cannot  be  expected  to 
work  any  miracle  in  China.  Tlie  prigram  is  designed  to  give  China  t^ns  further 
opportunity  to  work  out  for  itself  the  means  of  arresting  the  deterioration  of 
its  economy,  and  of  laying  the  ground  work  for  rehabilitation  and  recovery.  In 
according  our  help  we  must  do  the  very  best  job  that  we  can  with  what  we  have, 
calling  on  China  for  a  continuation  and  an  intensification  of  its  efforts  to  create 
the  necessary  conditions  to  success. 

To  get  down  to  one  of  the  specific  problems,  China  normally  gets  dollars  to  pay 
for  imports  from  two  main  sources — export  and  remittances  from  Chinese  living 
abroad.  But  during  the  last  2  years,  China  has  been  able  to  cover  only  a  tliird 
of  her  dollar  needs  with  export  proceeds,  and  remittances  have  fallen  to  one- 
quarter  of  what  they  were  before  the  war.  As  a  result,  China  has  been  drawing 
from  its  dollar  holdings  at  a  rate  which,  if  continued  through  this  year,  would 
entirely  exhaust  this  source  of  paying  for  imports. 

On  the  commodity  side  of  the  program,  therefore,  there  has  been  submitted  a 
justification  for  the  spending  of  .$276,000,000  for  essential  imports. 

The  first  essential  for  the  individual  Chinese  right  now  is  food.  The  civil  war 
has  reduced  food  production  so  that  China's  large  urban  population  in  the  coastal 
cities  depends  more  than  ever  on  rice  and  grain  imported  from  southeast  A.sia 
and  the  United  States.  It  is  proposed  to  allocate  .$8.1,000.000  for  the  purchase 
of  foodstuffs,  mostly  to  maintain  the  urban  rationing  program  which  has  been 
started  under  the  foreign  relief  program. 

It  is  proposed  to  finance  the  import  of  72.5  million  dollars'  worth  of  cotton  to 
keen  China's  textile  mills  going. 

Cotton  textile  production  is  China's  biggest  industry,  and  cotton  cloth  is  next 
to  food  in  importance  to  the  individual  Chinese.  For  the  Chinese  farmer,  it  is 
proposed  to  finaTice  the  in^port  of  .$24,000,000  worth  of  fertilizer  to  boost  food 
production.  For  China's  industries  and  transportation  sy.stems  it  is  proposed  to 
finance  the  import  of  .$(;.").000,000  worth  of  petroleum  and  petroleum  products  and 
.$20,000,000  of  replacement  parts.  Ten  million  dollars  is  included  in  the  program 
to  support  China's  tobacco  industry  which  provides  an  important  source  of  revenue 
to  the  Chinese  Government. 

As  to  reconstruction,  civil  war  and  other  uncertainties  make  it  impossible  to 
work  out  a  broad  program  of  reconstruction  and  development  at  this  time — great 
as  is  the  need  for  such  a  program.  However,  we  believe  that  there  are  some 
projects  which  can  and  should  go  forward,  as  a  part  of  this  aid  program.  Accord- 
ingly, in  the  justification  submitted  to  you,  a  total  of  $60,000,000  has  been  allocated 
to  .such  projects.  It  is  a  very  small  amount  compared  to  China's  total  needs. 
There  already  exists  a  large  number  of  project  applications  on  file  in  Washington 
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which  far  exceed  in  cost  the  funds  available.  Especially  careful  selection  must 
therefore  be  made.  I  want  to  make  sure  that  the  projects  receive  thorough  and 
up-to-the-minute  analysis  so  that  we  choose  the  very  best  projects — those  that 
are  economically  most  worth  while,  that  give  promise  of  being  administered 
in  the  most  businesslike  way,  that  assure  the  best  value  for  each  dollar  supplied 
by  the  United  States.  Therefore,  we  expect  to  send  out  to  China,  before  the  end 
of  this  month,  a  special  reconstruction  survey  group  to  study  the  projects  on 
the  ground,  and  recommend  how  the  reconstruction  part  of  this  program  can  be 
carried  out  to  the  greatest  advantage. 

This  brings  us  to  rural  reconstruction,  which  we  consider  to  be  a  very  significant 
part  of  this  program  of  assistance  to  China.  Section  407  (a)  of  the  act  author- 
izes the  conclusion  of  an  agreement  with  China  to  establish  a  joint  commission 
on  rural  reconstruction  in  China,  to  be  composed  of  two  citizens  of  the  United 
States  appointed  by  the  President,  and  three  citizens  of  China  appointed  by  the 
President  of  China.  The  act  provides  that  such  Commission  shall,  subject  to 
the  direction  and  control  of  the  Administrator,  formulate  and  carry  out  a  program 
of  reconstruction  in  rural  areas  in  China,  which  shall  include  such  research  and 
training  activities  as  may  be  necessary  or  appropriate  therefor.  The  act  provides 
that,  insofar  as  practicable,  an  amount  e(iual  to  not  more  than  10  percent  of 
the  funds  made  available  under  section  404  (a),  that  is,  of  the  $338,000,000 
requested  to  be  appropriated  therefor,  shall  be  used  for  rural  reconstruction. 
Such  amount  may  be  used  in  United  States  dollars,  or  the  proceeds  in  Chinese 
currency  realized  from  the  sale  of  commodities,  and  it  is  anticipated  that  local 
currency  shall  be  used  to  the  greatest  possible  extent,  consistent  with  a  proper 
program.  We  all  hope  that  this  significant  enterprise  will  lay  the  basis  for 
advancing,  in  a  more  permanent  way,  the  social,  economic,  and  cultural  welfare 
of  the  Chinese  people  in  rural  areas. 

The  aid  to  be  furnished  pursuant  to  sections  404  (a)  and  407  is  to  be  admin- 
istered under  the  applicable  provisions  of  the  Economic  Cooperation  Act.  As 
in  the  case  of  European  countries,  letters  of  intent  have  been  exchanged  with 
the  Chinese  Government  as  a  basis  for  getting  the  program  under  way,  and  a 
bilateral  agreement  will  be  concluded  with  the  Chinese  Government  covering  the 
terms  and  conditions  under  which  aid  is  to  be  furnished. 

As  in  the  case  of  other  countries,  but  particularly  in  the  case  of  China,  the 
effectiveness  of  the  program  will  depend  largely  on  the  effectiveness  of  its  ad- 
ministration in  China.  We  must,  therefore,  have  a  strong,  competent  mission 
there.  I  think  we  have  been  very  fortunate  to  secure  the  services  of  Roger 
Lapham,  former  mayor  of  San  Francisco,  as  chief  of  the  EGA  mission-  in  China. 

The  unique  conditions  of  civil  war  in  China,  the  rapidly  changing  financial  and 
economic  conditions  under  which  the  prt>gram  must  be  carried  out,  the  lack 
of  strong  administration  in  the  areas  under  National  Government  control,  and 
the  difficulty  of  preventing  diversion  of  supplies  to  the  wrong  uses— all  these 
factors  comisine  to  make  necessary  a  somewhat  larger  staff  than  may  be  neces- 
sary in  various  European  countries.  In  the  estimates  submitted  there  has  been 
set  aside  a  million  and  a  half  dollars  for  administration— a  little  less  than  one- 
half  of  1  percent  of  the  total  authorization.  I  think  that  within  this  general 
limit,  we  ought  to  be  able  to  assemble  a  staff  that  can  discharge  our  responsibility 
in  the  administration  of  this  program.  I  wish  to  underline,  however,  the  im- 
portance of  a  sufficient  stafE  for  the  purpose. 

The  amount  authorized  to  be  appropriated  for  economic  aid  to  China  is  con- 
siderably smaller  than  the  amount  originally  estimated  by  the  executive  branch 
as  necessary  to  make  an  important  contribution  to  arresting  economic  deteriora- 
tion in  China.  There  seems  to  be  ample  justification  for  the  amount  so  author- 
ized. I,  therefore,  strongly  recommend  the  appropriation  of  the  full  amount 
authorized  for  economic  aid  to  China. 

The  Chairman.  Who  is  to  be  Chief  of  the  ECA  mission  to  China? 

Mr.  Moore.  Mr.  Eoger  Lapham,  former  mayor  of  San  Francisco. 

The  Chairman.  To  what  extent,  if  any,  has  the  State  Department 
or  anyone  connected  with  it,  made  a  survey  of  this  situation  so  that 
they  mio^ht  report  to  us  here  about  it  ? 

Mr.  Moore.  As  to  the  whole  $338,000,000  or  the  $125,000,000? 

The  Chairman.  As  to  the  whole  or  any  part  of  it. 

Mr.  MooRE.  We  have  here  Mr.  Thorp  from  the  State  Department, 
and  Mr.  Butterworth  of  the  State  Department,  and  Mr.  Walker  who 
I  know  is  somewhat  familiar  with  the  reconstruction  program. 
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The  Chairman.  What  I  am  askin^^  is  this :  Has  anybody  made  any 
survey  of  this  situation  so  they  miglit  tell  us  about  it? 

Mr.  Thokp.  We  presented  the  original  program  to  the  Foreign 
Affairs  Committee  at  which  time  the  whole  picture  of  China  was 
placed  before  the  committee. 

The  Chairman.  Has  anybody  here  been  over  there  and  studied  that 
situation  so  they  can  tell  us  anything  about  it? 

Mr.  Thorp.  Of  course,  Mr.  Butterworth  is  a  man  who  spent  con- 
siderable time  in  China  and  he  is  Director  of  Far  Eastern  Affairs  of 
the  State  Department. 

Mr.  Mahox.  Who  is  Mr.  Butterworth  ? 

Mr.  Thorp.  Mr.  Butterworth  is  here;  he  is  Director  of  Far  Eastern 
Affairs. 

And  we  are,  of  course,  continually  in  touch  with  the  situation 
through  reports  that  come  from  our  representatives  both  in  the  Em- 
bassy and  the  operations  of  the  previous  program  of  interim  assist- 
ance to  China. 

DISCUSSION  or  GEOGRAPHICAL  AREAS  OF  CHINA 

The  Chairman.  Do  you  have  a  map  of  China  ? 

Mr.  Thorp.  Yes. 

The  Chairman.  I  wonder  if  you  could  put  that  up  some  place  where 
we  could  make  use  of  it. 

Mr.  Thorp.  On  the  question  of  situation  in  China  I  think  Mr. 
Sprouse,  Assistant  Chief  of  the  Division  of  Chinese  Affairs  of  the 
State  Department,  can  be  more  helpful.  He  spent  some  11  years  in 
China. 

The  CHAiR:srAN.  Suppose  you  indicate  to  us,  Mr.  Sprouse,  the  areas, 
insofar  as  you  can,  that  are  controlled  by  the  Communist,  and  those 
that  are  controlled  by  the  Nationalists  under  Chiang  Kai-shek. 

]\Ir.  Mahon.  Point  out  on  the  map  the  location  of  Shanghai  so  we 
can  get  oriented  to  the  map. 

Mr.  Sprouse.  This  is  Shanghai,  in  the  east  central  area,  on  the  coast. 

To  the  northwest  is  Peiping,  the  former  capital. 

West  of  Shanghai  is  Nanking;  and  up  the  Yangtse  River  from 
Nanking  is  Hankow. 

This  is  Mukden,  west  of  Korea,  in  Manchuria ;  and  Canton  is  in  the 
southeast. 

The  area  shaded  in  red  on  this  map,  including  the  area  in  Man- 
churia, and  the  other  areas  shown  in  red  indicate  the  fairly  well-estab- 
lished areas  under  the  Chinese  Communists. 

In  addition  to  the  larger  area  there  are  these  smaller  areas  [indi- 
cating]. For  instance  you  have  the  area  down  here  in  the  south,  and 
some  of  the  other  areas  which  are  loosely  controlled  by  the  Chinese 
Communists. 

The  Chairman.  "WHiat  do  you  mean  by  loosely  controlled? 

Ml".  Sproi'se.  In  the  sense  that  there  is  no  sharp  line  of  demarcation 
between  the  area  controlled  by  the  Comnmnists  and  the  Nationalists, 
in  the  sense  that  while  you  see  the  white  line  is  sharply  drawn  the 
probability  is,  actually,  the  line  of  demarcation  would  not  be  so  sharply 
drawn. 
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Then  in  the  northeast  you  find  this  area  under  Communist  control, 
near  the  boundary  of  China  proper  up  through  Manchuria,  rumung 
along  the  Russian  line. 

Mr.  Mahon.  Where  is  Chungking,  the  former  capital? 

Mr.  Sprouse.  Chungking  is  in  the  west  central  area,  oii  the  Yangtse 
River  [indicating]. 

Mr.  Mahon.  And  where  is  Canton  ? 

Mr.  Spkouse.  Canton  is  in  the  southeast  area  just  opposite  Hong 

Kong. 

The  Chairman.  What  is  the  territory  down  there  indicated  m  the 

island? 

Mr.  Sproitse.  That  is  Hainan  Island. 

The  Chairman.  And  where  is  Hong  Kong? 

Mr.  Sprouse.  Hong  Kong  is  in  the  area  near  Canton ;  this  is  British 
territory  [indicating]. 

This  is  Hainan  Island,  which  is  Chinese  territory.  And  further 
down  here  is  French  Indochina. 

The  Chairman.  Indochina  is  pretty  well  Communist -controlled? 

Mr.  Sprouse.  That  is,  the  northern  part  of  Indochina  is  under  the 
control  of  the  Anamese  in  that  area  [indicating],  which  is  Communist- 
infiltrated.  ,       ,  .       . 

Mr.  Mahon.  The  greatest  concentration  of  population  in  China  is 
in  the  Shanghai  area ;  is  it  not  ? 

Mr.  Sprouse,  It  would  be  in  the  coastal  areas;  the  extreme  western 
area  of  China  is  very  sparsely  settled. 

Mr.  Mahon.  Do  the  Communists  have  more  of  the  population  out- 
side of  the  Shanghai  area? 

Mr.  Sprouse.  Not  necessarily.  For  instance,  Manchuria  I  think  has 
an  estimated  population  of  somewhere  around  40  million.  There  is 
a  tremendous  area  in  here,  one  of  the  few  areas  in  China  which  remains 
open  for  settlement,  giving  opportunity  for  colonization  from  the 
other  crowded  areas  in  the  region  south  of  the  Great  Wall. 

Then  this  area  is  heavily  Communist  [indicating].  It  is  estimated 
that  of  the  total  population  of  China  the  Communists  have,  it  is 
roughly  estimated,  about  one-third  of  the  total  population ;  and  the 
estimated  area  again  about  one-third  of  the  area  that  I  have  indicated ; 
and  this  area  is  under  the  control  of  the  Nationalist  Government  [indi- 
cating] . 

The  Chairman.  Where  is  Vladivostok? 

Mr.  Sprouse.  Vladivostok  is  on  the  Sea  of  Japan,  off  from  Man- 
churia. 

The  Chairman.  That  is  where  the  Russians  have  a  railroad  termi- 
nal? 

Mr.  Sprouse.  Of  course,  the  Russians  have  a  raih-oad  which  goes 
around  through  Siberia  proper.  There  is  also  a  railway  which  goes 
from  Manchouli  through  Manchuria,  across  the  northern  part  of 
Manchuria,  and  of  course  that  area  in  Manchuria  is  under  the  control 
of  the  Chinese  Communists.  And,  by  the  treaty  of  August  1945  be- 
tween Russia  and  China  provision  was  made  for  the  right  of  joint 
administration  of  the  railroad  with  the  Chinese  Government. 

Mr.  Wigglesworth.  The  Trans-Siberian  Railroad  connects  with 
that  area  ? 

Mr.  Sprouse.  Formerly  it  did.  The  Russians  had  formerly  joint 
control  until  the  Japanese  pushed  them  out,  and  at  that  time,  or  even 
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before  that,  the  Russians  were  liuildinp;  a  railway  throufzh  their  own 
territory  to  connect  at  Vla(li\ostok,  in  Siberia. 

The  Chairman.  What  about  the  Monoolia  area;  what  is  that? 

]\Ir.  Sprouse.  That  is  treated  as  an  independent  republic,  because  in 
iu'cordance  with  the  treaty  between  China  and  the  Soviet  Republic  of 
Auo'ust  1!)45,  it  was  a<rreed  tluit  a  plebiscite  wouhl  be  hehl  and  the 
people  in  that  area  would  themselves  determine  whether  they  would 
be  an  independent  republic  or  remain  with  China.  They  voted  to 
become  an  independent  nation,  but  for  all  intents  and  purposes,  it  is 
notliino-  in  the  world  but  a  Soviet  state. 

The  Chairman.  It  does  not  contain  a  very  large  population,  does  it? 

]Mr.  Sprouse.  No. 

The  Chairman.  What  would  you  say  would  be  the  i)oi)ulation? 

Mr.  Sprouse.  I  would  say  roughly  between  five  and  six  million ;  that 
is  only  an  estimate. 

AGRICULTURAL  AREAS  OF  CHINA 

The  Chairman.  Is  that  a  good  agricultural  territory? 

Mr.  Sprouse.  This  is  mostly  arid  [indicating]. 

The  Chairman.  What  about  the  territory  to  the  south  of  ^Mongolia? 

]Mr.  Sprouse.  When  you  get  into  the  area  of  China  proper  it  is  still 
more  or  less  of  a  nomad  grazing  area.  In  this  area  [indicating]  of 
China  it  is  primarily  agricultural,  and  they  have  been  encroaching 
upon  the  grazing  lands  for  some  time.  There  are  some  points  in  that 
area  [indicating]  where  they  have  deserts.  And  from  that  area  you 
get  into  the  grassland  and  agricultural  land. 

The  Chairman.  How  much  of  the  agricultural  country  is  really  a 
part  of  China  below  the  Mongolian  line? 

Mr.  Sprouse.  It  is  estimated,  in  the  over-all  sense,  that  80  percent 
of  China,  at  least  80  percent  of  the  population,  is  rural. 

The  Chairman.  Have  you  been  through  that  country  • 

Mr.  Sprouse.  I  have  been  through  this  part  [indicating],  and  I  have 
been  up  and  dow^n  this  area. 

The  Chair:man.  What  sort  of  agricultural  country  is  it? 

iVIr.  Sprouse.  This  is  all  garden  farming,  in  the  sense  that  the 
Chinese  do  not  have  any  large  land  holdings.  They  use  irrigation 
to  a  large  extent ;  and  there  is  a  great  deal  of  rice  grown  in  the  southern 
area,  and  in  the  north  central  area  [indicating]  wheat;  and  as  you 
go  to  the  north  they  grow  grain.  The  staple  food  in  the  south  is 
rice,  and  in  the  north  it  is  more  flour  and  wheat. 

The  Chairman.  Out  in  the  Avestern  part  of  China  what  is  it  ? 

Mr.  Sprouse.  When  you  get  into  the  west — and  I  mean  this  area 
[indicating]. 

The  Chairman.  Yes. 

Mr.  Sprouse.  Around  Chungking,  you  find  one  of  the  princi]:)al 
farming  areas  in  China,  with  a  tremendous  output  of  agricultural 
products  and  other  things. 

The  Chairman.  Do  they  have  any  way  of  moving  them  out  ? 

jNIr.  Sprouse.  Transportation  is  one  of  the  difficult  problems.  They 
use  the  Yangtze  River,  going  to  Chungking,  and  durin^^  certain  sea- 
sons of  the  year  they  can  transport  goods  by  river,  by  rait,  or  by  small 
ships,  called  junks  down  to  Hankow  which  is  about  halfway  between 
Shanghai  on  the  coast  and  Chungking  up  the  river ;  and  from  Hankow 
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they  can  be  transshipped  in  larger  vessels ;  during  the  high-water  sea- 
son, during  the  summertime,  the  goods  are  moved  on  ships  of  about 
10,000  tons  into  this  area  [indicating] . 

There  is  a  railway  line  running  north  and  south  from  Peiping  down 
to  Canton ;  and  this  particular  country  [indicating]  is  not  under  Com- 
munist control. 

There  are  some  motor  roads,  and  transportation  during  the  war 
from  this  area  came  over  the  Hump  route  from  India  and  goods  were 
transported  inland  by  highway,  by  trucks. 

The  Chairman.  A  major  part  of  the  agricultural  and  grazing  land, 
mountain  lands  to  the  west  of  Chungking  are  not  very  accessible? 

Mr.  Sprouse.  No  ;  it  is  not  very  accessible ;  there  are  tremendously 
high  ranges  of  mountains  through  that  area  [indicating]. 

The  Chairman.  And  whatever  they  produce  they  have  difficulty  in 
getting  to  market  ? 

Mr.  Sprouse.  Yes.  And  that  would  be  true  throughout  this  exten- 
sive area  [indicating]. 

The  Chairman.  It  is  rather  primitive  ? 

Mr.  Sprouse.  Over  in  the  western  area,  yes. 

The  Chairman.  The  eastern  part  is  better,  but  I  suppose  folks  from 
here  are  very  seldom  visitors  ? 

Mr.  Sprouse.  I  think  possibly  Americans  have  been  in  most  areas 
of  China;  the  missionaries  have  spread  out  in  all  places.  During  the 
war,  when  the  Chinese  from  the  coastal  regions  were  in  this  area  [indi- 
cating], they  aided  and  assisted  tremendously  in  the  development  of 
west  China.  Americans  have  been  through  this  area,  and  changes 
during  the  war  made  possible  an  advanced  development  in  this  area 
which  ordinarily  would  have  required  50  years.  That  would  be  pos- 
sibly true  in  this  area  here,  just  before  the  war.  iBut  even  in  those  areas 
the  rural  population  are  living  similar  to  what  might  have  been  the 
situation  50  or  even  several  himdred  years  ago. 

The  Chairman.  In  the  territory  that  is  marked  white  on  the  map, 
where  the  Chinese  live,  whom  we  would  reach :  That  is  the  more  fertile 
area ;  that  it  down  in  the  south  ? 

Mr.  Sprouse.  Yes. 

The  Chairman.  That  is,  south  of  the  red  color,  or  pink  color,  or 
whatever  it  is;  that  is  China's  richest  agricultural  territory;  is  it  not? 

Mr.  Sprouse.  Yes.  Not  as  much,  perhaps,  as  this  area  through  the 
northern  China  line  [indicating].  There  are  more  mountains  through 
that  area  [indicating]. 

Mr.  Maiion.  The  Communists  have  the  best  land  in  China? 

Mr.  Sprouse.  Not  necessarily.  They  have  this  area  north  of  the 
mountains. 

But  in  this  area  around  Chungking,  and  the  area  west  of  Chungking 
you  find  probably  the  most  fertile  land  in  China;  it  is  watered  by  an 
irrigation  system  which  I  think  was  built  about  2,000  years  ago,  and 
still  continues  as  an  important  system;  it  is  a  piece  of  marvelous 
engineering. 

The  Chairman.  Under  ordinary  circumstances  that  territory  is 
pretty  well  self-supporting? 

Mr.  Sprouse.  Yes;  from  the  standpoint  of  food,  some  of  the  areas 
in  the  west  continue  to  be. 

The  Chairman.  What  part  of  it  is  not  self-supporting  ? 
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Mr.  Sprouse.  I  cannot  tell  yon  that.  In  this  area  [indicating]  they 
have  very  rich  agricultural  land;  in  here  they  get  about  three  rice 
crops  a  year — at  least  two.  One  of  the  problems  is  the  limited  dis- 
tribution system  which  keeps  China  from  being  more  self-sufficient. 
Usuall}''  the  Chinese  have  an  outlet  through  this  area  around  Canton. 
During  the  war  they  had  a  great  deal  of  ditKculty  because  they  were 
cut  off  from  overseas,  and  the  amount  in  that  area  is  not  sufficient. 

China,  as  in  the  past,  has  had  to  import  from  other  areas  some  of  her 
foodstuffs. 

The  Chairman.  Where  did  she  get  it  ? 

Mr.  Sprouse.  It  came  in  from  Indochina,  Siam,  and  Burma,  largely. 

The  Chairman.  Indochina  is  not  exporting  anything  now,  so  to 
speak  ? 

Mr.  Sprouse.  I  am  not  sure  about  that. 

CONSULAR  AND  DIPLOMATIC  REPRESENTATIVES  IN  CHINA 

The  Chairman.  To  what  extent  do  we  have  consular  and  diplomatic 
representatives  in  there  at  this  time,  and  whore  are  they? 

Mr.  Sprouse.  We  have  12  posts.  We  have  one  at  Canton,  one  at 
Kunming,  and  one  at  Chungking,  up  the  Yangtze  Kiver.  Then  com- 
ing down  the  river,  one  at  Hankow.  We  have  an  Embassy  at  Nan- 
king ;  we  have  a  consular  office  at  Shanghai,  which  is  the  largest  consu- 
late we  have.  We  have  one  at  Tienstin,  also  one  at  Peiping,  and  one 
at  Mukden;  also  one  at  Tsingtao  and  on  Taiwan — Formosa, 

The  Chairman.  Formosa  belongs  to  China  at  the  present  time  ? 

]Mr.  Sprouse.  It  does  in  a  sense 

The  Chairman.  Japan  had  it  for  awhile? 

Mr.  Sprouse.  Yes.  That  is  to  be  decided  by  the  treaty  with  Japan, 
but  China,  according  to  the  Cairo  Declaration — this  is  one  of  the  terri- 
tories that  had  been  stripped  from  China  from  the  Japanese  which 
was  to  be  returned,  and  so  they  have  pretreaty  control  of  it  now. 

The  Chairman.  It  has  been  returned  to  China  ? 

Mr.  Sprouse.  In  the  sense  that  they  are  occupying  it ;  it  is  admin- 
istered under  Chinese  administration. 

The  Chairman.  How  long  did  the  Japanese  have  it  ? 

Mr.  Sprouse.  They  had  it  from  1905  until  1945 — about  40  years — 
no,  from  1895, 1  believe  about  50  years. 

The  Chairman.  Have  you  had  reports  as  to  the  condition  of  things 
in  China,  that  you  would  care  to  tell  us,  either  on  or  off  the  record,  and 
say  what  you  would  like  to  do  ? 

Mr.  Sprouse.  Economical  or  political? 

The  Chairman.  Eitlier  one  or  both. 

Mr.  Sprouse.  Mr.  Walker  can  talk  about  the  economic. 

The  Chairman.  Do  you  want  this  on  the  record  ? 

Mr.  Sprouse.  I  think  this  can  be  on  the  record,  and  if  there  are  some 
things  which  should  not  be  I  would  like  to  have  permission  to  delete, 
but  I  think  most  of  this  can  be  on  the  record. 

The  Chairman.  Very  well. 

MILITARY  SITUATION 

Mr.  WiGGLESwmRTH.  From  the  military  standpoint,  where  is  the 
pressure  at  the  moment? 
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Mr.  Sprouse.  They  have  pressure  at  these  points  [indicating].  One 
is  in  the  Manchuria  area  where  the  National  Government  still  main- 
tains control  of  two  of  the  rail  junctions;  at  Changchun,  which  was 
formerly  the  capital  of  Manchuria,  and  Mukden. 

The  railway  down  here  is  frequently  cut  by  Chinese  Communists  in 
this  area  and  the  situation  is  such  that  sooner  or  later  they  will  per- 
haps be  able  to  shut  out  the  Nationalist  Government  in  that  area  for 
lack  of  foodstuffs. 

The  Communists,  of  course,  have  concentrated  on  cutting  the  rail- 
road lines,  because  in  that  way  they  can  cut  off  the  supply  lines  and 
isolate  the  urban  from  the  rui-al  areas. 

From  the  military  standpoint  the  Communists  have  avoided  almost 
entirely  it  seems  any  effort  to  capture  the  urban  centers.  The  result 
is  that  the  countryside  in  effect  stifles,  from  the  standpoint  of  the 
economy  and  movement  of  food,  the  urban  areas.  It  also  frees  the 
Chinese  Communists  from  any  responsibility  at  all  for  the  problems 
that  go  with  occupation  of  these  urban  areas,  such  as  administration 
for  which  they  apparently  do  not  have  the  technical  or  administrative 
personnel.  And  some  of  that  carries  over  into  the  industrial  activi- 
ties. And  of  course  if  they  obtain  the  rural  areas  it  makes  it  very  dif- 
ficult for  the  Nationalist  Government  to  have  sufficient  food,  to  obtain 
the  raw  materials  and  goods  that  are  needed  in  the  urban  areas. 

The  Communists  are  largely  spread  through  the  rural  areas,  and 
th^y  can  ignore  the  cities  and  live  off  what  they  find  in  the  rural 
areas. 

You  find  that  situation  in  this  area,  at  Peiping  which  used  to  be  the 
capital  of  the  country,  on  up  to  Tientsin,  the  major  port  in  north 
China.  Peiping  is  not:  industrial;  Tientsin  is  both  commercial  and 
industrial,  in  north  China.  They  are  cut  otT  from  the  hinterland  in 
effect,  and  of  course,  that  causes  stagnation. 

The  same  thing  is  true  of  this  area  up  in  here,  in  Noi'th  China  which 
serves  a  very  large  area,  most  of  which  is  now  under  the  control  of 
the  Chinese  Communists  [indicating]. 

JNIr.  Mahox.  Where  is  the  so-called  Communist  headquarters? 

Mr.  Sprouse.  I  do  not  know  exactly.  They  were  driven  out  of  one 
place  and  another;  they  moved  from  somewhere  in  here  [indicating] 
into  the  north  China  area,  and  perhaps  on  eastward,  but  where  the 
exact  headquarters  are  I  do  not  know,  but  generally  speaking  they  are 
somewhere  in  north  of  Taiyuan  in  this  province  here  [indicating]. 

There  have  been  some  reports  of  where  the  general  headquarters  is, 
but  we  have  no  definite  information. 

Mr.  Mahox.  What  is  the  comparable  size  of  the  part  of  the  map 
covered  in  pink,  with  some  area  in  the  United  States? 

Mr.  Sprouse.  If  you  superimpose  this  area  on  a  map  of  the  United 
States  you  would  find  this  somewhat  larger  than  the  United  States. 

]Mr.  Maiion.  I  am  talking  about  the  colored  part. 

Mr.  Sprouse.  That  would  figure  about  one-third  of  the  map.  It 
would  take  in,  you  might  say,  the  State  of  Maine  on  down  to  somewhere 
in  the  southern  area,  spreading  out  to  Ohio. 

Mr.  Wiggles  WORTH.  Where  are  the  Chinese  forces  at  the  moment? 

Mr.  Sprouse.  The  Chinese  Government  forces? 

iVIr.  WiGGLEswoRTH.  Yes. 

Mr.  Sprouse.  Some  are  in  the  Mukden  area ;  they  have  some  at 
various  points  up  and  down  the  railroad ;  of  course,  some  at  Chungking 
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and  some  in  the  Tientsin  area.  They  have  troops  in  this  area  [indi- 
cating]. Of  course,  the  Central  Government  forces  have  to  garrison 
various  points  such  as  Chungking  and  other  cities  which  are  held  by 
the  National  Government. 

Mr.  WiciGLKSwoKTJi.  Their  purpose  is  to  actually  starve  out  the  Muk- 
den area  rather  to  take  it  by  force  of  arms? 

Mr.  Sprouse.  That  is  something  we  do  not  know.  The  Commu- 
nists may  attack  and  take  Mukden,  but  it  would  be  very  costly,  because 
the  national  government  has  some  of  its  best  troops  in  the  Mukden 
area.  The  Communists  might  still  decide  to  bypass  it  and  let  it  wither 
on  the  vine  and  tie  up  the  central  government  troops  in  this  area 
[indicating]  and  then  attempt  to  strike  into  North  China  from  here 
[indicating  ].    That  is  the  $64  question. 

Mr.  Mahon.  If  you  should  look  back  over  1  year  and  then  look  back 
over  2  years,  would  the  map  vary  very  much  ? 

Ml-.  Sprouse.  I  think  you  would  find  the  Communists  have  increased 
their  areas  of  control. 

^Ir.  Mahox.  To  what  extent ;  has  it  varied  very  much  ? 

Mr.  Sprouse.  Considerably,  yes;  because  before  VJ-clay  there  were 
probably  no  Communists  to  speak  of  in  Manchuria ;  there  might  have 
been  some  local  opposition,  some  guerillas,  but  no  Communists  at  all. 

Beginning  with  VJ-day — on  VJ-day  there  were  a  great  many  Japa- 
nese in  Manchuria.  The  Communists  began  to  spread  out;  some  of 
them  came  down  in  here  [indicating]  by  ship,  some  overland  and 
spread  out  over  this  area,  some  in  here  [indicating]. 

During  the  war  there  Avere  a  very  few;  some  in  this  area  ;  some  were 
operating  as  guerrillas  in  between  the  Japanese  lines.  At  some  points, 
the  Japanese  had  built  blockhouses,  about  one  ever^''  square  mile  or  so, 
in  an  attempt  to  squeeze  them  out  and  take  control,  but  the  Commu- 
nists were  sjjread  out  over  some  of  the  smaller  villages. 

political  situation 

Referring  to  the  political  phase  of  it :  One  of  the  most  promising 
things  from  the  political  standpoint  is  that  last  December  China 
adopted  and  made  effective  a  constitution  which  was  originally  ap- 
proved by  the  National  Assembly  in  November  of  1946;  this  consti- 
tution provides  for  the  election  of  a  president  and  a  vice  president; 
and  within  the  last  month  they  have  had  a  meeting  of  this  National 
Assembly.  General  Chiang  Kai-shek  indicated  a  desire  not  to  be 
elected  president  or  vice  president. 

Tliis  might  not  be  a  perfect  democratic  plan,  but  at  least,  it  represents 
the  beginning  of  a  democratic  procedure.  General  Chiang  Kai-shek 
said  that  he  felt  he  had  rather  devote  himself  to  something  other  than 
being  president,  devote  his  activities  to  defeating  and  wiping  out  the 
Connuunists.  He  thought  it  was  his  duty  to  take  a  lesser  position  than 
the  presidency. 

The  [Kuomintang],  the  National  Party,  and  some  other  people,  felt 
that  tlie  Generalissimo  was  the  man  to  be  president,  and  he  was  elected 
president,  and  Marshall  [Li]  was  elected  vice  president.  He  was  a 
man  of  considerable  prestige,  a  man  who  had  come  from  the  South 
China  area  of  Kwangsi ;  his  election  apparently  indicated  opposition 
to  control  by  the  party  machine  and  it  thus  gave  expression,  you  might 
say,  to  the  will  of  the  National  Assembly. 
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Mr.  Cannon.  What  is  the  name  of  the  national  legislature  ? 

Mr.  Sprouse.  They  call  it  the  Legislative  Yuan. 

Mr.  Kerr.  Wliat  percentage  of  Manchuria  is  controlled  by  the 
Chinese  Communists  ? 

Mr.  Sprouse.  It  must  be  98  to  99  percent  of  it. 

The  Chairman.  They  are  not  educated  enough  so  that  the  rank 
and  file  know  enough  about  communism  and  such  things  to  be  either 
Nationalist,  or  anything  else,  are  they  ? 

Mr.  Sprouse.  I  do  not  know.  I  think  that  most  of  the  rank  and 
file  would  go  along  with  them. 

The  Chairman.  They  would  ? 

Mr.  Sprouse.  Of  course,  their  leaders  are  completely  educated,  and 
many  of  them  were  trained,  in  Moscow. 

The  Chairman.  A  very  large  percentage  of  them  were  trained  in 
Moscow  ? 

Mr.  Sprouse.  I  would  say  a  fair  percentage,  at  least  a  considerable 
number  of  their  leaders. 

The  Chairman.  You  mean  military  or  civil? 

Mr.  Sprouse.  Mostly  civil. 

transportation  facilities 

The  Chairman.  Can  you  give  us  a  little  picture  of  what  means  of 
transportation  there  are  between  Manchuria  and  what  they  call  Outer 
Mongolia,  the  pink,  that  lower  part  there  in  pink  on  the  map  ? 

Mr.  Sprouse.  That  [indicating]  is  Outer  Mongolia. 

The  Chairman.  I  see,  and  Manchuria  is  the  part  to  the  east  of  that? 
.     Mr.  Sprouse.  Yes,  sir;  this  part  [indicating  on  map]. 

The  Chairman.  Could  you  give  us  a  picture  of  what  the  transporta- 
tion facilities  are  there  in  that  territory  in  pink  to  the  south  ? 

Mr.  Sprouse.  I  am  not  familiar  with  the  railways  that  run  across 
here,  if  there  are  any. 

The  Chairman.  But  you  just  told  us  there  was  one  running  across 
there. 

Mr.  Sprouse.  There  is  one  main  railway  running  across  northern 
Manchuria  from  a  point  near  Vladivostok  to  the  Manchurian-Siberian 
border  to  a  place  called  Manchouli,  at  this  point  [indicating  on  map]. 

The  Chairman.  And  it  goes  from  there  to  the  coast,  does  it  not? 

Mr.  Sprouse.  Yes,  sir;  it  goes  from  there  to  the  coast,  just  above 
Vladivostok. 

The  Chairman.  And  there  is  no  north  and  south  road  there  ? 

Mr.  Sprouse.  In  Manchuria  there  is.  There  is  quite  a  good  network 
of  railways  in  Manchuria.  The  main  north  and  south  railway  in 
Manchuria  is  from  Harbin  south  to  Dairen  and  Port  Arthur. 

Tliere  is  another  line  that  runs  from  Mukden  south  into  China 
proper  to  Tientsin  and  Peiping. 

There^  is  another  main  line  running  east  from  Mukden  to  Antung 
on  the  Korean  border. 

In  addition  to  these  main  lines  there  is  an  additional  network  of 
other  railways  branching  from  the  lines  which  were  built  by  the 
Japanese  after  they  occupied  Manchuria  in  1931. 
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BIVKK    TRANSPORTATION 

The  CiiAiRMAX.  There  is  not  much  river  transportation  there? 

Mr.  Sprouse.  You  have  the  Amur  River  which  is  one  of  the  big 
rivers  in  China. 

The  Chairmax.  The  Amur  goes  up  to  the  north  ? 

Mr.  Sprouse.  Yes,  sir. 

The  Chairman.  Into  Siberia  ? 

Mr.  Sprouse.  Yes,  sir.  You  have  a  heavy  network  of  railways  built 
there  by  the  Japanese  when  they  took  over  in  1931.  Manchuria  from 
the  standpoint  of  railways  is  probably  the  best  serviced  area  in  China. 

HIGHWAYS 

The  Chairmax.  How  about  highways  ? 

Mr.  Sprouse.  There  are  probably  more  in  Manchuria  than  else- 
where. You  do  not  have  highways  in  the  real  sense  of  the  word,  that 
is.  hard-surfaced  highways. 

The  Chairman.  They  are  all  dirt  roads? 

Mr.  Sprouse.  They  are  gravel  roads. 

The  Chairman.  "\¥liat  about  that  territory  to  the  south?  There 
seems  to  be  a  little  white  spot  in  between  the  two  pink  areas.  In  the 
pink  territory  to  the  south  what  transportaiton  do  they  have  in  that 
big  blotch? 

]\Ir.  Sprouse.  There  is  a  railway  there  which  is  under  the  control  of 
the  Central  Government  running  from  Tientsin  to  Peiping. 

The  Chairman.  Is  there  anything  running  north  and  south? 

Mr.  Sprouse.  No,  sir,  there  is  nothing  in  there  [indicating]  run- 
ning north  and  south. 

The  Chairman.  Tliere  is  nothing  down  through  there? 

Mr.  Sprouse.  There  is  one  running  north  and  south  from  Peiping 
down  to  Hankow. 

The  Chairman.  Under  whose  control  is  that  ? 

Mr.  Sprouse.  Most  of  that  would  be  under  the  control  of  the  Com- 
munists or  completely  destroyed. 

There  is  also  a  railway  from  a  place  called  Tainan,  this  little  spot 
[indicating]  over  to  the  east,  which  joins  that  railway  from  Peiping 
going  south  to  Hankow.  There  is  a  railway  also  which  is  partially 
connected,  going  from  Paochi,  which  is  to  the  west  over  here  [indi- 
cating], and  an  east-west  railway  over  to  Kweisui,  which,  again,  is 
also  connected  in  spots.  There  is  also  a  railway  from  Hankow  south 
to  Canton.    That  is  the  main  unbroken  railway  in  China. 

The  Chairman.  There  is  no  coastal  road  there? 

Mr.  Sprouse.  No,  sir,  there  is  no  coastal  road  there.  This  is  very 
mountainous  area. 

WATER  TRANSPORTATION 

The  Chairman.  Do  they  have  considerable  vessel  transportation? 

Mr.  Sprouse.  There  is  a  tremendous  amount  of  junk  traffic  up  here, 
and  a  certain  amount  of  coastal  traffic  by  Chinese  ships,  most  of  which 
they  acquired  at  the  end  of  the  war  either  from  Japan  or  from  us. 
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The  CiiAiRMAX.  There  is  not  much  river  transportation  in  that 
southern  pink  blotch  ? 

Mr.  Sprouse.  In  this  area  [indicating]  ? 

The  CiiAiR3iAN.  Yes. 

Mr.  Sprouse.  There  woukl  be  a  tremendous  amount  of  river  traffic 
on  the  Yangtze  River,  going  up  and  down. 

The  Chairman.  That  is  not  in  the  pink  area,  is  it  ? 

Mr.  Sprouse.  The  Communists  are  on  the  edge  of  that  river  at  one 
or  two  points.    That  river  goes  this  way  [indicating],  you  see. 

The  Chairmax.  The  YeHow  River  is  not  particuhirly  navigable? 

Mr.  Sprouse.  No,  not  navigable  in  the  sense  that  the  Yangtze  is. 

The  Chairman.  Down  to  the  south  there  is  not  much  transportation 
after  you  get  to  Canton. 

Mr.  Sprouse.  There  is  that  railway  line  north  and  south,  and  there 
are  railways  connecting  here  below  Hankow.  Of  course  there  are 
local  rivei's  quite  often  which  service  local  areas.  You  have  the  West 
River  which  comes  down  here  [indicating]  which  is  not  navigable  for 
large  ships,  but  it  is  the  means  for  the  transportation  of  conmiodities. 

DISTRIBUTION  OF  SUPPLIES  AND  RELIEF  TO  DATE 

The  Chairman.  Who  would  know  the  answer  to  this :  Have  the 
supplies  and  relief  that  so  far  have  been  sent  into  China  landed  in  the 
hands  of  the  people  who  exploited  them  rather  than  for  the  benefit 
of  the  Chinese  people  or  the  Government  in  fighting  Bolsheviks? 

Mr.  Sprouse.  Mr.  Cleveland  could  answer  that. 

Mr.  Cleveland.  To  an  extent  they  have;  they  have  reached  the 
people  that  they  were  suj^posed  to  reach. 

The  Chairman.  To  what  extent? 

Mr.  Cleveland.  The  importation  of  food  has  been  handled  most 
recently  in  the  United  States  foreign  relief  program,  through  the 
rationing  system  in  the  five  major  cities  that  Mr.  Sprouse  has  men- 
tioned, Tientsin,  and  Peiping  in  the  north,  and  Shanghai,  Canton, 
and  Nanking. 

The  Chairman.  Has  it  been  a  fair  system,  or  has  it  been  a  racket  ? 

Mr.  Cleveland.  That  system,  from  every  report  that  we  have  re- 
ceived, has  so  far  worked  extremely  well. 

The  Chairman.  What  kind  of  reports  and  from  whom  have  you 
had  them  ? 

Mr.  Cleveland.  From  the  China  relief  mission  and  from  the  Ameri- 
can consular  representatives  in  the  cities. 

The  Chairman.  This  China  relief  mission  is  a  Chinese  organization 
or  a  private  charity  or  a  Government  set-up  ? 

INIr.  Cleatland.  That  is  the  United  States  Government  mission 
which  was  formerly  a  part  of  the  State  Department  organization  for 
handling  the  United  States  foreign  relief  j^rogram. 

Mr.  WiGGLESwoRTH.  The  UNRRA  set-up  ? 

Mr.  Cle^heland.  No  ;  it  was  at  one  time  known  as  the  post-UNRRA 
program,  the  United  States  foreign  relief  program.  The  rationing 
system  that  has  been  set  up  is  based  on  some  rather  bad  previous  ex- 
perience in  trying  to  use  food  to  break  the  commodity  markets  in 
the  major  cities,  that  is,  to  throw  it  on  the  market  in  an  attempt  to  hold 
down  prices.    Those  efforts  did  not  work,  and  it  is  to  some  extent  based 
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on  that  neiiative  ex])erience  tliat  the  relative  success  of  this  new  pro- 
gram can  be  attribnted. 

The  Chairman.  How  are  they  handlintr  it  now;  how  do  they  han- 
dle the  food  that  has  gone  in  there  recently? 

Mr.  Clkm:laxd.  The  food  that  lias  gone  in  there  recently  has  been 
in  the  form  of  wheat,  which  is  milled  into  flour,  and  imported  as  flour; 
and  for  the  southern  cities  in  the  form  of  rice.  It  is  made  available 
to  individual  consumers. 

The  Chaikmax.  By  whom? 

Mr.  CLE^'ELAXD.  By  the  municipal  governments  in  these  five  cities. 

The  Chairmax.  Do  they  buy  it,  or  is  it  given  to  them? 

^Ir.  Clevelaxd.  No;  they  buy  it  for  prices  that  are  slightly  lower. 
10  to  '20  ])ercent  lower  than  the  prices  of  food  in  the  regular  free 
market. 

Mi\  Case.  Can  anybody  buy  it? 

Mr.  Cle\elaxd.  Xo:  only  the  people  who  have  ration  tickets  can 
buy  it,  and  that  is  based  on  the  census  or  the  registration  of  the  people 
in  the  urban  area  itself. 

Mr.  Case.  Well,  is  there  any  priority  in  determining  who  gets  these 
tickets  ? 

Mr.  Cleveland.  It  is  done  on  the  basis  of  the  tickets  being  handed 
out  on  the  basis  of  groups  in  most  cases  of  which  the  individual  is  a 
part.  For  example,  students  or  the  workers  in  factories  and  other 
peo])le  wlio  are  readied  through  the  ))lace  where  they  work. 

Mr.  Case.  If  it  is  put  on  the  market  and  sold  at  a  discount  below 
the  commercial  price,  is  it  on  the  basis  of  first  come  first  serve? 

Mr.  Clevelaxd.  No;  the  amount  of  food  given  out  is  calculated 
on  tlie  basis  of  the  people  who  have  been  given  ration  tickets,  and 
those  are  the  people  that  the  municipality  feels  need  the  food  most 
and  who  need  this  discoimt. 

]\Ir.  Case.  And  they  pay  for  it  at  a  price  slightly  under  the  market  ? 

Mr.  CLE^'ELAND.  That  is  right. 

USE  or  PROCEEDS  FROM  FOOD  SOLD 

The  Chairman.  Where  do  the  proceeds  of  the  food  go  ? 

Mr.  Cle^-eland.  The  proceeds  go  into  a  fund,  a  special  account 
set  up  by  the  Government  of  China  by  agreement  with  the  United 
States  Government. 

The  Chairman.  What  is  done  with  the  proceeds  ? 

Mr.  CLEMiLAXD.  They  are  used  for  a  variety  of  special  projects, 
each  one  of  which  is  reviewed  and  agreed  to  between  representatives 
of  the  Chinese  Government  and  representatives  of  this  Government. 

The  Chairmax.  What  are  they? 

Mr.  Cle\telaxd.  The  projects  are  mostly  in  two  main  fields,  one 
what  you  might  call  welfare  projects,  assistance  to  organizations 
which  are  already  engaged  in  relief  (including  medical)  activities 
of  one  kind  or  another,  including  a  number  of  American  voluntary 
agencies  that  operate  in  China  and  have  operated  there  a  long  time. 
The  other  main  category  is  projects  which  assist  in  food  production. 
for  example  the  building  of  dikes  in  areas  where  a  relatively  small 
expenditure  in  building  a  dike  or  a  seawall  will  protect  large  acreages 
from  flood  and  thereby  increase  the  food  production  or  prevent  the 
diminution  of  food  production. 
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The  Chairman.  These  projects,  I  suppose,  form  a  source  of  em- 
ployment for  these  people.    Have  you  been  over  there  ? 

Mr.  CLE^^ELAND.  I  was  over  there  for  a  good  part  of  last  year. 

The  Chairman.  There  is  not  much  of  an  interruption  to  the  ordi- 
nary means  of  communication  in  handling  anything  in  the  nature 
of  relief  supplies  in  that  part  of  China  below  what  we  call  the  pink 
bulges  on  the  map,  is  there,  outside  of  the  one  away  down  by  Indo- 
china ? 

Mr.  Cleveland.  There  is  not  the  current  interference  with  trans- 
portation that  you  have  up  in  the  pink  part. 

BANDITRY 

The  Chairman.  Are  there  any  war  lords  who  rob  the  supply  or  the 
transportation  lines  on  the  river  or  on  the  land? 
Mr.  Ci^vELAND.  There  is  some  banditry. 
The  Chairman.  Where  would  they  be? 
Mr.  Cleveland.  Throughout  China. 
The  Chairman.  All  of  the  way  through  China? 
Mr.  Cleveland.  There  is  a  certain  amount  of  banditry  in  all  parts 

of  China. 

Th  Chairman.  You  mean  that  all  through  that  part  of  the  populous 
section  of  China  below  Hankow  and  in  that  territory  you  run  into 
that  same  sort  of  thing  ? 

Mr.  Cleveland.  Yes,  but  it  is  not  on  the  organized  and  large  scale 
that  it  is  in  the  north,  and  it  is  not  always  Communists.  Sometimes 
it  is  just  local  bandits. 

The  Chairman.  Yes. 

Mr.  Cleveland.  But  the  main  problem  of  any  transport  in  that 
southern  area  is  the  disruption  and  destruction  of  nearly  all  rail 
communication  during  the  war  with  the  Japanese. 

The  Chairman.  Has  not  that  been  restored  ? 

Mr.  Cleveland.  It  has  been  partly  restored.  The  two  main  lines, 
coming  down  from  Hankow  to  Canton,  that  is  the  main  north  and 
south  line  from  Hankow  to  Canton,  and  the  Chekiang-Kiangsi  rail- 
way, which  is  the  main  east-west  railroad — these  two  railroads  have 
been  restored  to  service  in  the  sense  that  trains  run  on  them  to  a  cer- 
tain extent,  but  not  very  much  on  schedule,  and  a  tremendous  lot  of 
work  woulcl  need  to  be  done  on  them  even  to  bring  them  up  to  the  point 
where  they  were  before  the  war,  which  was  not  a  very  advanced  state 
of  transportation  facilities. 

The  Chairman.  How  much  of  this  stuff  gets  caught  by  the  bandits? 
Does  50  percent  of  it  get  to  the  destination,  that  is,  to  the  ultimate 
consumer  of  this  relief  ration,  or  does  it  run  a  good  deal  less  than  that  ? 

Mr.  Cleveland.  In  the  case  of  the  present  program,  the  present 
United  States  foreign  relief  program,  I  think  very  close  to  90  percent 
gets  to  the  people  for  whom  it  is  intended. 

Mr.  WiGGLESwoRTH.  What  do  you  mean  by  the  present  program, 
this  last  month  or  so  ? 

Mr.  Cleveland.  No,  the  program  that  has  been  going  on  since  last 
December  in  terms  of  shipments,  roughly,  and  since  March  in  terms 
of  distribution  in  China. 
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STATUS  OF  FUNDS  UNDER  PRESENT  RELIEF  PROGRAM 

The  Chairman.  You  mean  that  program  that  was  started  by  the 
$20,000,000  that  was  put  in  the  relief  bill  last  year? 

Mr.  Cleveland.  $27,000,000,  and  then  another  $18,000,000  under  the 
interim  aid  appropriation.  They  are  both  administered  under  Public 
Law  84. 

The  Chairman.  That  is  about  $45,000,000? 

Mr.  CLE^^:LAND.  That  is  right. 

The  Chairman.  What  is  the  status  of  that  fund  ? 

Mr.  Clemsland.  The  status  of  thatjund  is  that  all  of  the  money 
in  the  fund  has  been  committed. 

The  Chairman.  I  do  not  care  about  that ;  how  much  has  been  obli- 
gated ? 
'     ]\Ir.  CLE^^:LAND.  It  has  nearly  all  been  obligated. 

The  Chairman.  You  have  entered  into  firm  contracts  for  the  pur- 
chase of  things  with  it  ? 

Mr.  Cle'st:land.  With  the  exception  of  about  a  quarter  of  the  medi- 
cal supplies  which  amount  in  total  to  about  $5,500,000.  The  Bureau 
of  Federal  Supply  tells  us  that  a  quarter  of  that  is  not  yet  firmly 
contracted  for. 

The  Chairman.  And  most  of  that  shipment  was  what  ? 

Mr.  CLE^^:LAND.  Out  of  the  $45,000,000  nearly  $39,000,000  is  food, 
that  is  to  say,  cereals  and  rice. 

The  Chairman.  $39,000,000  is  for  cereals  and  rice? 

Mr.  Cle\^land.  The  other  main  item  is  medical  supplies  for  $5,- 
500,000,  and  there  are  two  small  items,  some  pesticides  which  are  now 
being  contracted  for  and  some  hybrid-corn  seed  which  has  already 
been  sent  over  there. 

Mr.  WiGGLESwoRTH.  Whcii  you  say  that  you  think  the  bulk  of  that 
reaches  its  proper  destination,  what  do  you  mean,  that  it  is  physically 
delivered  into  the  hands  of  the  municipal  governments  ? 

Mr.  Cle%teland.  From  observation  of  American  representatives  in 
these  cities  and  the  reports  that  we  have  received  back  from  them,  we 
know  that  the  municipal  governments  have  been  delivering  those  sup- 
plies to  the  end  consumers,  the  consumers  that  have  these  ration 
tickets. 

]\Ir.  WiGGLESwoRTH.  How  about  the  proceeds  ? 

Mr.  CLE^■ELAND.  The  proceeds  go  into  this  joint  fund,  this  Govern- 
ment of  China  fund  which  is  jointly  controlled  by  the  China  relief 
mission,  which  is  the  United  States  Government  mission  administer- 
ing this  program,  and  the  agency  of  the  Chinese  Government  which 
is  responsible  for  the  program. 

BREAK-DOWN 

The  Chairman.  Do  you  have  any  break-down  of  what  you  have 
actually  done  with  the  money  that  was  provided  in  those  two  funds  ? 
Mr.  CLE^^ELAND.  Yes ;  we  have  that. 
The  Chairman.  Do  you  have  it  with  you  ? 
Mr.  CLE^^:LAND.  No ;  but  we  can  provide  it  for  the  record. 
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The  Chairman.  AVhere  did  you  get  the  cereal  and  the  rice  that  is 
involved  ? 

Mr.  CiJEVELAND.  It  has  come  partly  from  this  country  and  partly 
from  southeast  Asia. 

The  Chairman.  That  means  Indochina  ? 

Mr.  Cleveland.  That  means  Siam.  In  this  case  I  believe  it  is  only 
Siam. 

The  Chairman.  How  much  of  that  $45,000,000  went  for  transporta- 
tion? 

Mr.  Cleveland.  Of  the  $45,000,000? 

The  Chairman.  Yes. 


break-down  of  procurement  and  shipment  or  commodities  under 

foreign-relief  program 

Mr.  Cleveland.  For  all  commodities  just  under  $5,000,000,  $4,900,- 
000  in  round  numbers.  I  can  provide  for  the  record  a  table  showing 
the  procurement  and  shipment  of  commodities  for  China  under  this 
United  States  foreign-relief  program. 

The  Chairman.  Yes ;  do  that,  please. 

Mr.  Cleveland.  Yes,  sir. 

(The  matter  referred  to  is  as  follows :) 

United  States  foreign  relief  program  (Public  Law  54) — Procurement  and  shipment 
of  commodities  for  China  {as  of  Apr.  30,  1948) 

PROCUREMENT  INITIATED 


Estimated 
f.  a.  s.  cost 

Estimated 
freight 

Estimated 
total 

Estimated 
toimage 

Cereals  and  rice 

$34,  766,  258 

609, 964 

4, 818, 633 

112,336 

.$4, 126,  076 

60,  038 

735, 645 

14,810 

$38, 892. 334 

670.  002 

5,  554,  278 

127, 140 

194, 000 

Pesticides                    ... 

(0 

Medical  supplies                                       .... 

(') 

Seed                              .      

560 

Total 

40, 307, 191 

4, 936,  569 

45, 243,  760 

SHIPMENTS  made 


F.  a.  s.  value 

Freight 

Total 

Tonnage 

shipped  (long 

tons) 

Cereals  and  rice                                           . 

$29,618,600 

$3, 463, 595 

$33, 082, 195 

165,  299 

Medical  supplies                                      . 

218. 113 
112,336 

18,  406 
14.810 

236,  519 
127, 140 

(>) 

Seed . 

560 

Total                 -      .          

29, 949, 049 

3, 496, 211 

33, 445,  260 

165,  299 

«  Not  available. 

STATUS  OF  LOCAL  CURRENCY  PROCEEDS  AND  APPR0"ST:D  PROJECTS 

The  Chairman.  And  give  us  some  kind  of  a  picture  of  the  disposi- 
tion that  Avas  made  of  the  proceeds. 

Mr.  Cleveland.  For  the  record? 

The  Chairman.  Yes.  You  have  given  us  a  little  picture  now,  but 
I  do  not  know,  maybe  you  could  do  that  a  little  better  for  the  record. 
That  is  not  in  very  good  shape. 


369 

Mr.  CLEVELAND.  Yes,  sir. 

(The  matter  referred  to  is  as  follows:) 

China  Relief  Mission 
Status  of  local  currency  proceeds  and  approved  projects,  as  of  Apr.  12,  194S 

I.  ACCRUALS 


CNC$ 


Conversion 
factor 


US  $ 


Accrued  durinp  A|)r.  1-12  •_ _ 

Estimated  total  accruals  through  June  30, 1948 


2  900, 000, 000, oon 

13,  755, 000. 000, 000 


350,000  :  1 
350, 000  :  1 


2,571,428 
3  39, 300,  000 


'  Accruals  in  local  currency  did  not  begin  until  Apr.  1,  1948,  when  American-financed  supplies  of  wheat 
and  rice  were  distributed  to  China  for  the  first  time  under  the  USFRP  according  to  the  food-rationing 
prjgram  worked  out  by  the  Chinese  and  American  Governments.  This  program,  instituted  in  March, 
provided  that  each  Government  would  alternate  every  other  month  in  providing  food  stii)plies  needed  to 
fulfill  the  rationing  program.  The  Chinese  provided  the  first  month's  requirements  in  March.  American 
supplies  are  being  distributed  during  April.  The  other  commodities  provided  China  under  the  relief 
program  are  distriljuted  free  of  charge  to  the  Chinese  and,  therefore,  do  not  afford  the  Chinese  Government 
with  anv  proceeds  froni  local  currency. 

2  The  figure  of  CXC$900  billion  is  taken  from  a  telegram  of  Apr.  15  (par.  139),  in  which  the  China  Relief 
Mission  reported  that  receipts  in  local  currency  proceeds  had  accumulated  during  Apr.  1-15  to  about  the 
same  amount  as  the  advances  made  by  the  Central  Bank  of  China  for  initiating  approved  relief  projects. 
These  advances  amounted  to  CNC$900  billion. 

'  This  figure  represents  the  estimated  total  value  of  American-financed  food  supplies  to  be  procured  and 
distributed  by  June  30,  1948. 

II.   ArTHORIZATION   AND   DISBURSEMENTS   FOR   RELIEF   PROJECTS 


Category 

Number  of 
projects 

CNC  $ 

us$* 

1.  Medical: 

Authorized. ___  __ 

39 
16 

21 
9 

91 
1 

7 
2 

86 
28 

1,, 542,  7.54,  000,  000 
116,631.750,000 

157,  698,  456, 656 
36,  232,  592, 065 

102,746,050,000 
2,  864, 000, 000 

260.301,300,000 
219,000,  ceo,  COO 

2, 063, 499. 807,  256 

374,  738,  .342, 065 

1,000,231,000,000 

3,  760, 558 

i^isbursed-, 

42;?.  439 

2.  Welfare: 

.\uthorized_..       .                       ..... 

910  720 

Disbur.'^ed ... 

253, 165 

3.  Agriculture: 

Authorized ...     ..... 

371,948 

Disbur.sed-.  . 

19  960 

4.  Conservancy: 
-Authorized 

1  759  825 

Disbursed .. .     

954  040 

Total  to  Apr.  1: 

-Authorized. . 

6,  80'',  041 

Disbursed 

1  650  604 

Authorized  during  Apr.  1-12  5 

2  946  956 

Grand  total  authorized  to  date.-                .  . 

3, 063,  730,  807,  256 

9, 750,  097 

'  No  conversion  factor  is  given  for  the  US  dollar  value  of  the  relief  assistance  because  the  figures  are  the 
total  value  of  projects  authorized  each  month  over  a  4-month  period  during  which  Chinese  currency  depre- 
ciated considerably  month  by  month,  making  an  average  rate  meaningless. 

2  The  value  in  CNC  for  the  period  .\pr.  1-12  is  given  in  a  telegram  from  the  China  Relief  Mission  (PAR 
139).  The  mission  did  not  provide  any  break-down  by  category  of  project  nor  any  figures  on  disbursements 
for  this  period. 


Til     TYPKS   OF    AXJTHOIUZF.D   PRO.IECTS 

1.  Medical. — The.se  39  in-ojet-ts  can  be  hrokeu  down  into  the  following  4 
(•atfjtorle.s  :  (a;  lU  projects  provided  medical  services  mainly  for  refngees ;  (b) 
V2  projects  provided  funds  to  rehabilitate  or  enlarge  existing  hospital  buildings 
or  their  facilities  ;  (c|  10  ])rojects  ])r(n'ided  funds  for  establisiiing  new  or  expand- 
ing (lid  di.sease-control  facilities  ;  and  (d  )  7  projects  pi-ovided  t'uiuls  for  ])urchasing 
medidl  supplies  and  eouipnient. 

2.  Welfare. — These  21  projects  fall  into  the  following  3  types:  (aj  10 
jirojects  provided  food  and  care  for  refugees  in  various  i)arts  of  China;  (b)  7 
projects  provided  assi.-tance  to  welfare  institutions,  mainly  for  the  care  of  chil- 
dren, but  including  also  care  for  the  blind  and  for  students;  and  (c)  4  project.* 
jirovided  emergency  relief. 
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3.  Agricultural  relief.— Of  these  19  projects  13  were  designed  mainly  to  provide 
employment  for  refugee  agricultural  workers  on  5  reforestation  projects,  on  7 
agricultural  production  projects,  and  on  1  soil-erosion  project.  Five  other  projects 
provided  agricultural  supplies  such  as  seeds,  insecticides,  and  implements  for 
needy  farmers.  One  project  was  for  irrigation  and  drainage  in  the  Yu  Hang 
Chung  area.    Most  of  these  agricultural  projects  were  multiple-purpose  projects. 

4.  Conscrvan-cy. — These  seven  projects  provided  for  the  construction  of  dikes, 
dams,  or  sea  walls  to  protect  agricultural  areas  from  inundation,  to  increase 
food  production,  and  to  give  employment  to  refugee  workers.  These  projects 
included  the  repair  of  the  Kwangtung  dike  along  the  Pearl  River  for  flood  control 
and  land  reclamation,  and  the  building  of  the  Chientang  sea  wall  in  Chekiang 
Province  to  protect  6,000,000  people  from  overflow  from  ocean  tides. 

IV.    CKITEEIA   FOR   SELECTION   OF  ELIGIBLE  RELIEF   PROJECTS 

The  general  criteria  that  have  governed  the  selection  of  relief  projects  are  as 
follows : 

1.  A  project  must  be  devoted  mainly  to  the  provision  of  immediate  relief  or 
work  relief  to  needy  people  rather  than  to  the  rehabilitation  and  reconstruction 
of  services  and  facilities. 

2.  A  project  should  provide  relief  mainly  for  the  most  needy  refugees  and  the 
most  needy  districts  in  China.  Persons  eligible  for  relief  include  the  aged,  the 
disabled  and  handicapped,  children  without  support,  women  with  children  with- 
out support,  and  refugees  and  poor  people  without  support.  Group  care  is  pref- 
erable to  individual  care. 

3.  A  project  should  be  a  short-term  rather  than  a  long-range  undertaking ;  that 
is,  12  months  or  less  in  duration,  rather  than  2  or  3  years.  Higher  priority  will 
be  given  to  projects  now  in  oi)eration  than  to  new  undertakings  to  be  proposed. 

4.  A  project  should  be  susceptible  of  quick,  effective,  equitable  execution. 

5.  A  project  may  be  approved  only  if  operated  by  (a)  Chinese  Government 
agencies  oi'dinarily  engaged  in  rendering  welfare  or  health  service,  or  (&)  by 
presently  existing  bona  fide  private  welfare  organizations  of  recognized  standing. 

6.  Work-relief  projects  should  be  correlated  with  the  needs  and  programs  of  the 
recipient  community. 

There  is  as  yet  no  clear  indication  as  to  how  the  China  Relief  Mission  has  con- 
sidered certain  other  general  criteria  in  approving  projects  during  the  past  4 
months.     These  are : 

(1)  The  total  amount  of  funds  (CNC  and  US)  that  should  be  spent  for  relief 
assistance  by  June  30,  1948. 

(2)  The  total  amount  of  funds  that  should  be  allocated  to  each  of  the  four 
main^  categories  of  relief — medical,  welfare,  agricultural,  and  con.servancy — 
according  to  a  realistic  and  tangible  order  of  priority  within  and  among  these 
categories. 

(3)  The  relation  between  the  total  amount  of  funds  available  and  China's 
total  relief  needs. 

V.  OPERATING  PRINCIPLES  REGARDING  USE  OF  PROCEEDS 

The  use  of  proceeds  in  local  currency  is  subject  to  the  following  restrictions : 

1.  Funds  may  be  allocated  only  for  specific  projects  and  activities  of  an  organi- 
zation and  not  for  a  blanket  number  of  projects  and  activities  of  the  organization. 

2.  Administrative  expenses  of  the  organization  may  be  defrayed  from  the 
funds  only  to  the  extent  that  such  expenses  are  directly  and  specifically  charge- 
able to  the  activity  for  which  the  funds  are  granted. 

3.  Transportation  and  handling  costs  may  be  defrayed  from  the  funds  when 
used  to  move  supplies  or  equipment  purchased  from  the  funds  granted. 

4.  Recipient  organizations  shall  maintain  the  identity  of  American  relief  sup- 
plies as  such,  may  not  trade  or  exchange  such  supplies  for  other  commodities, 
materials,  or  services,  and  shall  submit  the  necessary  pei'iodic  reports  to  the 
China  Relief  Mission. 

5.  Recipient  organizations  shall  permit  CRM  and  EYCARS  observers  and  in- 
spectors to  visit  projects  and  activities  maintained  or  supported  with  proceeds 
from  USFRP  funds. 
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^^.    ORGANIZATION    FOR    HANDLING    AND    ALLOCATING    LOCAL   CXIRRENCy    PROCEEDS 

At  present,  local  turrency  proceeds  are  <lepo>>ite(l  witli  the  Central  Bank  of 
China  in  a  special  account  at  the  time  sales  of  USFRP  supplies  are  made.  The 
bank  transfers  funds  to  EYCAKS  for  ai)i}roved  relief  projects. 

According  to  the  latest  reports  from  the  Cliina  lielief  Mission,  the  administra- 
tive machinery  for  approving  projects  and  allocating  funds  lias  not  yet  been  com- 
pletely organized.  However,  tiie  general  structure  of  the  machinery  can  be 
outlined.  It  takes  its  form  from  tlie  joint  and  coordinate  respoiisibility  wiiich 
CRM  and  KYCAKS  have  for  utilizing  local  currency  proceeds  for  relief  assistance. 
The  coordinating  machinery,  there,  consists  of  (1)  a  project  finance  board  meet- 
ing twice  monthly  to  determine  policy  and  consisting  of  i-epresentatives  of  CRM, 
EYCARS,  and  the  Ministries  of  Communications,  Finance,  Social  Affairs,  and 
Health;  (2)  a  coordinating  committee  in  both  the  Ministry  of  Social  Affairs  and 
the  Ministry  of  Health;  (3)  a  secretariat  staffed  by  Americans  and  Chinese  to 
handle  the  processing  of  applications,  and  (4)  screening  committees  under  the 
secretariat  to  select  eligible  welfare,  medical,  agricultural,  and  conservancy 
projects.  The  actual  working  and  exact  functions  of  this  machinery  have  not 
yet  been  described  by  the  China  Relief  Mission  in  enough  detail  to  allow  an 
appraisal  of  its  efficiency. 

ATTITUDE  OF   CHINESE   CHRISTIANS  TOWARD  COMMUNISM 

Mr.  Kerr.  May  I  ask  a  question  that  I  have  in  mind  right  now,  Mr. 
Chairman  ? 

The  Chairman.  Yes,  Mr.  Kerr. 

Mr.  Kerr.  Have  you  gentlemen  made  any  survey  in  respect  to  the 
position  which  the  Christian  Chinese  take  both  toward  the  help  that 
is  extended  to  them,  and  also  their  attitude  toward  this  communistic 
rebellion? 

Mr.  SrRousE.  The  attitude  that  the  Chinese  Christians  take  toward 
communism  ? 

Mr.  Kerr.  I  would  like  to  know  what  is  the  attitude  of  the  Chris- 
tians who  are  indoctrinated  with  our  religion  toward  the  Communist 
rebellion,  and  what  is  their  attitude  toward  this  Government  and 
toward  their  government  in  their  endeavor  to  overcome  the  com- 
munistic revolt  and  rebellion  in  China  ? 

Mr.  Sprouse.  I  think  you  would  find,  sir,  that  the  Chinese  Catholics 
are  much  more  critical  of  the  Chinese  Communists  than  you  would  find 
the  Chinese  Protestants  to  be.  In  the  first  place,  the  Communists  have 
not  dealt  too  gently  with  the  Chinese  Christians  in  general.  Perhaps 
they  have  been  much  more  ruthless  in  their  treatment  of  the  Catholics 
than  they  have  been  of  the  Chinese  Protestants,  because  in  many  areas 
the  Catholics  were  among  the  greatest  landowners,  that  is,  the  Catholic 
missions  were  among  the  largest  landowners  and,  of  course,  the 
Catholic  Church  has  taken  such  a  strong,  open  stand  against  com- 
munism that  I  think  3^ou  would  find  that  the  Communists  have  dealt 
more  harshly  with  the  Catholic  missions  and  the  Catholics  than  with 
Protestants. 

I  do  not  know  Avhether  you  could  define  a  difference  betw^een  the 
attitude  of  the  non-Christian  Chinese  and  the  attitude  of  the  Christian 
Chinese  with  regard  to  the  Chinese  Government,  or  with  regard  to 
our  aid  to  China.  It  is  very  difficult  to  do  that.  I  think  that  most  of 
the  Chinese  would  welcome  aid  from  this  country. 
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Mr.  Kerr.  You  do  not  seem  to  have  any  concrete  idea  about  it,  except 
you  say  that  where  tlie  Catholics  have  acquired  considerable  land  or 
territory,  the  Communists  are  more  hostile  toward  them  than  they  are 
toward  the  Protestants. 

Mr.  Sprouse.  Well,  I  did  not  mean  to  say  that  they  are  kindly  dis- 
posed toward  the  Protestants.  The  Communist  law  on  that  is  that 
religious  freedom  is  allowed  provided  it  does  not  contravene  their  law, 
but  otherwise  it  is  not. 

Mr.  Kerr.  It  has  appeared  to  me,  and  to  other  people  witli  whom  I 
have  discussed  the  matter,  that  there  ouoht  to  be  a  survey  made  of  the 
Christian  influence  in  China  with  the  idea  of  determining  something- 
about  how  they  feel  about  this  revolution  there,  what  their  attitude 
is  toward  it,  and  yet  you  do  not  get  any  reaction  about  it. 

Mr.  Sprouse.  Well,  I  get  some  reaction. 

Mr.  Kerr.  It  seems  to  me  that  you  would  make  a  survey  among  the 
Christian  Chinese  to  find  out  what  their  reaction  is,  and  what  their 
attitude  is  toward  it. 

Mr.  Sprouse.  We  have  foreign  missions  which  are  established 
throughout  all  areas  of  China.  Some  of  them  are  away  back  in  rural 
areas.  I  am  thinking  of  one  Catholic  priest,  for  instance,  who  had 
been  isolated  for  about  10  or  15  years  and  he  had  subsisted  there  all 
during  the  war  in  this  very  isolated  rural  area  where  he  had  no  con- 
tact with  any  officials  of  any  sort  because  the  Japanese  were  in  that 
area  all  during  the  war.  Our  chief  contacts  with  American  mission- 
aries are  on  the  occasion  of  their  visits  to  those  places  where  we  have 
consular  offices,  and  when  those  missionaries  come  into  the  cities  they 
go  to  the  consulates  because  they  are  expected  to  register  there,  and 
we  do  discuss  it  with  them,  and  I  would  say  that  the  general  con- 
sensus of  opinion  where  missionaries  are  concerned  is  that  the  Chinese 
Christians,  as  a  whole,  are  anti-Communist  and  would  welcome  our 
aid.  In  that  sense  it  is  very  vague,  and  not  supported  by  concrete 
evidence  of  what  Chinese  Cliristians  have  told  us. 

need  for  reform  in  land  ownership  pattern 

Mr.  Case.  Is  it  true  that  there  is  not  much  hope  of  a  real  change 
in  China  until  there  is  a  reform  in  their  landownership  pattern  ? 

Mr.  Sprouse.  Yes,  sir;  that  is  one  of  the  fundamental  needs  in 
China.    I  think  the  National  Government  of  China  recognizes  that. 

Mr,  Case.  To  what  extent  does  that  situation  create  soil  for  the 
Communists  to  operate  in  ? 

Mr.  Sprouse.  I  think  it  does  tend  to  give  a  fertile  field  for  the 
spread  of  communism.  For  instance,  when  the  Communists  go  into 
an  area  they  take  the  landholdings  from  .the  large  landowners,  the 
landlord  class,  and  they  divide  them  up  among  the  peasants.  It  is 
not  very  pleasant  treatment  that  they  give  the  owner  of  that  land 
if  they  can  prove  he  collaborated  with  the  Japanese  or  if  they  think 
he  is  an  enemy  of  them.  He  either  flees  to  save  his  life,  or  he  can 
be  liquidated,  and  apparently  their  program  is  to  divide  that  land  up 
among  the  peasants  who  have  no  land.  The  National  Government 
is  doing  something  along  those  lines,  and  it  has  a  land  law  on  its  books. 
Recently  there  liave  been  reports  on  that  stating  that  the  National 
Government  is  carrying  out  a  program  of  limited  land  distribution. 
I  think  they  are  aware  of  the  need  for  doing  something  in  that  field. 
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RECOMMEXDATION  OF  AMERTGAX  CHAMBER  OF  COMMERCE,  SlIAXGIIAT,  ON 

ADMIXISTKATIOX  OF  RELIEF  TO  CHIXA 

The  Chairmax.  I  have  several  questions  that  I  wouhl  like  to  bring 
out  and  have  discussed  here  or  have  explained.  I  think  we  ought 
to  get  the  general  questions  out  of  the  way  as  far  as  we  can  today  and 
not  try  to  take  up  the  detail  until  tomorrow  morning.  I  am  going  to 
show  you  this  letter  from  the  American  Chamber  of  Commei-ce  in 
Shanghai.  I  take  no  responsibility  for  it  because  I  do  not  know 
any  of  these  people  and  I  never  heard  of  them.     This  is  the  letter : 

The  American  Chamber  of  Commerce,  composed  of  the  majority  of  American 
interests  in  China,  is  forwarding  to  you  the  enclosed  statement  for  your  con- 
sideration and  use.  This  statement  is  intended  to  reflect  the  beliefs  and  con- 
victions of  this  chamber  whose  membei'ship  is  composed  of  Americans  with 
dehnite  interests  and  long  knowledge  (if  China. 

As  the  statement  suggests,  we  believe  that  aid  is  desiralilc  and  iieceessary, 
but  we  urge  that  when  legislation  granting  the  aid  is  formulated,  there  will  be 
attached  the  requisite  definitions,  regulations,  and  provision  for  supervision 
which  will  insure  that  the  aid  in  reality  benefits  the  Chinese  people  for  whom 
it  is  intended  in  a  lasting  way  and  that  it  will  assist  them  in  placing  their 
economic  house  in  order. 

We  here  are  not  giving  this  statement  any  publicity,  biit  are  forwarding  it  to 
you  and  several  other  leaders  of  our  Government  for  consideration  and  use  as 
you  see  fit. 

Mr.  Maiiox.  Do  yon  want  to  put  that  in  the  record? 
The  CnAiR:\rAX.  I  have  real  it  in  the  record;  yes. 
Mr.  Maiiox.  Otf  the  record. 
( Discussion  off  the  record.) 

The  Chairmax.  I  thought  we  should  know  what  we  could  about 
this  thing. 

Xow,  this  is  their  memorandum  that  is  attached  to  it : 

American  help  to  China  has  already  been  far  greater  than  is  generally  realized, 
but  its  size  and  importance  have  been  minimized  by  terrific  waste.  Further  aid 
to  China  of  any  nature  should  be  so  planned  and  controlled  that  it  will  truly 
be  aid.  and  that  which  is  sent  henceforth  should  be  safeguarded.  The  fact  must 
be  faced  that  unless  ju-oper  channels  are  employed,  the  Chinese  capacity  for 
self-help  will  be  further  inliil)ited  and  a  need  be  built  up  for  perpetual  future 
grants. 

The  American  business  community  of  Shanghai  has  special  interest  in  and 
knowledge  of  the  economic  sphere.  We  urge  most  earnestly  that  in  giving 
economic  aid,  there  be  emphasis  on  points  promoting  constructive  practice  or 
preventing  the  development  of  evils  now  growing.  As  a  prerequisite  to  any 
further  aid  which  may  be  granted,  it  is  our  considered  opinion  that  full  agree- 
ment nuist  be  readied  on  the  following  points : 

1.  Conditions  should  be  attached  to  any  economic  aid  which  will  curb  the 
present  tendency  of  the  Chinese  Government  to  foster  its  own  enterprises  or 
companies  in  which  officials  have  interest,  and  to  encourage  rather  than  stifle 
private  enrerjjrise.  lioth  Chinese  and  foreign.  Current  policies  restrict  private 
trade  and  force  business  increasingly  into  ofhcial  or  quasi-official  channels, 
building  the  Chinese  equivalent  of  a  Japanese  "zaibatsu"  or  a  Russian  "amtorg." 

What  is  zaibatsu  ^ 

Mr.  Thorpe.  The  zaibatsu  was  a  dozen  families  in  Japan  which 
"were  the  center  of  the  cartels  which  controlled  the  economic  system 
of  Japan. 

2.  There  should  be  elimination  of  Chinese  Government-sponsored  monopolies 
in  trade,  and  such  official  enterprises  as  the  Shanghai  Fish  Market  which  has 
handicapped  UNRRA  efforts  to  increase  China's  food  supply. 

3.  There  should  be  a  reversal  of  the  Chinese  Government  policy  of  delegating 
its  functions  to  monopoly-bent  guilds,  wliich  development  is  most  dangerous  and, 
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in  our  view,  represents  a  menace  to  sound  individual  enterprise,  wliettier  Chinese 
or  foreign. 

4.  There  siiould  be  insistence  that  China  adhere  to  international  practice  with 
reference  to  shipping  in  inland  waters.  Abnormal  restrictions  on  foreign  vessels, 
on  behalf  of  a  small  group  of  private  Chinese  interests,  now  greatly  reduce 
China's  communications  facilities  while  increasing  shipping  costs. 

5.  There  should  be  protection  against  Chinese  factory  laws  as  now  adminis- 
tered, giving  labor  undue  advantages,  putting  management  in  the  hands  of  the 
Ministries  of  Economic  and  Social  Affairs  without  adequate  recourse,  and  for- 
bidding the  shutting  down  of  a  losing  enterprise. 

6.  Tliere  should  be  encouragement  for  rather  than  discouragement  of  the 
entry  of  foreign  capital  into  China.  This  can  be  gained  only  by  the  elimina- 
tion of  present  un.sound  restrictions  and  controls. 

Relief  in  some  of  these  cases  and  assistance  in  others  seems  to  us  essential 
if  fruitful  results  are  to  come  from  fresh  aid.  I'nless  the  standard  processes 
of  private  business  are  given  opportunity  to  function  in  China  with  relation  to 
new  help,  such  help  must  fail  as  all  previous  efforts  have  failed  in  getting  China's 
economy  in  gear  with  the  rest  of  the  world.  A  sound  procedure  will  give  the 
Chinese  people  an  opportunity  to  get  on  their  own  feet. 

Mr.  Stefan.  Wlio  is  that  from'^ 

The  Chairman.  The  American  Chamber  of  Commerce  in  Shanghai. 

Mr.  Case.  \h\  Chairman,  that  corresponds  somewhat  with  the 
point  of  view  expressed  to  me  by  a  young  man  who  had  been  in 
China  for  some  time  and  who  was  here  a  short  time  ago.  He  jsaid 
he  thought  there  were  a  great  many  private  enterprises  in  China  that 
would  take  part  of  the  risk  if  they  could  be  financed  in  the  recon- 
struction enterprises.  His  general  thought  was  very  much  along  the 
lines  that  you  have  expressed. 

General  Statement  on  Problems  of  Aid  Program 

The  Chairman.  Now,  which  of  vou  gentlemen  are  going  to  discuss 
this? 

Mr.  Moore.  I  would  be  glad  to  say  a  few  words  on  the  subject. 

As  Mr.  Hoffman  pointed  out,  it  is  perfectly  obvious  that  the  ad- 
ministration of  this  particular  fund  will  not  result  in  any  miracles 
in  China.  The  situation,  of  com'se,  is  very  difficult.  May  I  speak 
off  the  record  now? 

The  Chairman.  Put  it  on  the  record,  and  when  you  get  your 
testimony  for  review  you  may  eliminate  such  parts  as  you  feel  should 
not  go  in.  If  there  are  an}^  explanations  that  we  can  take  on  the 
floor  I  would  like  to  have  them. 

Mr.  MooRE.  As  I  said,  the  situation  is  obviously  very  difficult. 

The  real  purpose,  I  take  it,  of  this  aid  program — this  1-year  pro- 
gram of  assistance — is  to  try  to  arrest  the  progressive  deterioration 
of  the  Chinese  economy;  it  is  really  to  keep  China  going.  The 
$276,000,000,  which  is  broken  down  into  various  categories  such  as 
wheat,  rice,  cotton,  fertilizer,  and  so  forth,  is  really  to  give  the  very 
basic  necessary  imports  to  try  to  keep  their  economy  going. 

reconstruction  projects 

There  has  been  set  aside  in  these  estimates,  as  you  know,  $60,000,000 
for  reconstruction  projects.  It  might  be  argued  that  if  you  are  just 
trying  to  keep  the  economy  going  $60,000,000  should  also  be  spent 
for  necessary  imports;  however,  it  is  believed — — ■ 

The  Chairman.  Right  there,  some  of  you  have  been  telling  us — 
I  do  not  know  which  ones  of  you — that  these  foods  produce  money 
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and   that  money  produces  projects.     That  is  the  inference  that  I 
drew  from  the  statement. 

Mr.  Moore.  The  projects  we  were  talking  about  were  estimated  to 
take  $60,000,000.  That  will  have  to  be  matched  by  certain  things 
done  by  the  Cliinese  Government,  including  the  expenditure  of  local 
funds  there  so  that  doubtless  the  money  that  is  deposited  in  the  local 
currency  accounts  will  be  used  to  some  extent  in  connection  with  these 
projects. 

RURAL  RECONSTRUCTION  PROGRAM 

Similarly,  as  you  know,  the  third  element,  the  rural  reconstruction 
program,  although  up  to  10  percent  of  the  $338,000,000 

The  Chairman.  What  do  you  mean  by  rural  reconstruction? 

Mr.  AIooRE.  Section  407  (a)  provides  for  setting  up  a  Joint  Com- 
mission on  Rural  Reconstruction  to  be  composed  of  two  men  ap- 
pointed by  the  President  of  the  United  States  and  two  men  appointed 
by  the  President  of  China,  which  is  to  formulate  and  carry  out  under 
the  direction  of  the  Administi-ator  a  program  for  rural  reconstruction. 
The  act  provides  that  up  to  10  percent  of  the  economic  aid  fund — and 
that  would  be  $338,000,000 — may  be  spent  on  rural  reconstruction. 
However,  it  is  expected  that  the  greater  part  of  that  particular  pro- 
gram will  come  out  of  the  local  currency  account. 

Mr.  Stefan.  Could  they  not  trade  work  for  that,  labor  for  that? 

Mr.  Moore.  Yes. 

Mr.  Stefan.  When  you  say  rural  reconstruction,  does  that  mean 
roads? 

Mr.  Moore.  The  rural  reconstruction  provision  of  this  act  had 
its  origin  in  the  Jimmy  Yen  program  for  mass  education,  but  there 
has  been  a  Sino-American  agricultural  commission  out  there  which 
has  made  a  number  of  recommendations  which  have  not  yet  been 
implemented,  and  it  is  proposed  to  try  to  get  into  the  rural  reconstruc- 
tion program  some  of  the  basic  things  recommended  by  that  commis- 
sion. 

Mr.  Stefan.  They  could  trade  work  and  take  credit  on  that? 

Mr.  Moore.  That  is  right.  But  to  sum  up,  you  are  proposing  to 
provide  by  this  program  of  assistance  certain  necessary  basic  imports 
to  keep  the  economy  of  China  going,  and  you  are  proposing  to  get 
along  with  certain  basic  economic  projects  that  will  give  encourage- 
ment as  well  as  be  helpful  in  improving  the  economy  of  China. 

That  $60,000,000,  matched  by  a  certain  amount  of  local  currency 
and  local  effort,  may  be  very  small  in  relation  to  the  total  need  of 
rehabilitation  and  recovery  in  China,  but  it  is  of  great  importance. 

The  Chairman.  What  do  you  mean  by  "rural  rehabilitation"  and 
that  sort  of  thing?  It  has  so  many  implications  that  it  is  rather  hard 
for  me  to  visualize.     Can  you  give  us  a  definition? 

Mr.  Moore.  Of  rural  reconstruction? 

The  Chairman.  Yes. 

DISCUSSION    OF    JIMMY    YEN    MASS    EDUCATION    MOVEMENT 

Mr.  Moore.  The  term  "rural  reconstruction"  is  used  in  the  act, 
but  according  to  the  history  of  the  act,  it  really  originated  in  the 
Jimmy  Yen  mass  education  movement. 

The  Chairman.  What  is  that? 
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Mr.  Moore.  Mr.  Yen  for  a  number  of  years  has  been  trying  to  sell 
the  Chinese  Government  and  the  Chinese  people  on  the  one  hand 
and  the  American  people  on  the  other  on  what  you  would  call  a  more 
fundamental  approach  to  the  Chinese  problem;  namely,  to  try  to 
improve  the  lot  of  the  Chinese  through  basic  education  and  health  in 
areas  of  the  Chinese  population.  He  claims  if  you  do  that  and  get 
that  going,  eventually  you  reach  out  to  more  and  more  millions  of 
the  people  of  China  and  improve  the  lot  of  those  people. 

I  take  it  from  the  history  of  this  particular  section  and  the  fact  that 
it  was  referred  to  in  one  of  the  Foreign  Relations  Committee's  report 
as  the  Jimmy  Yen  amendment,  that  rural  reconstruction  is  basically 
the  Jimmy  Yen  idea. 

As  I  say,  we  hope  to  supplement  his  mass  education  idea  with 
implementation,  as  far  as  we  can,  of  the  recommendations  of  the 
Sino-American  Agricultural  Mission.  But  the  whole  purpose  of  that 
is  to  take  an  area  and  work  at  the  grass  roots — not  in  any  highflying 
sense — but  try  to  get  basic  health  improvement  and  improvement  of 
basic  agricultural  metliods  under  way  to  improve  the  lot  of  those 
people. 

In  connection  with  that,  there  is  a  phrase  in  the  law  which  is  signifi- 
cant.    It  says — 

which  shall  include  such  research  and  training  activities  as  may  be  necessary  or 
appropriate  for  such  reconstruction. 

Recently,  when  Mr.  Yen  was  in  Washington,  he  came  in  and  talked 
to  me  a  couple  of  times  about  this,  and  one  of  tlie  things  he  wants  to 
do  is  to  train  a  lot  of  people  who  can  in  turn  train  other  people. 

Mr.  Mahon.  It  would  take  generations  to  make  any  considerable 
progress  along  that  line. 

Mr.  Moore.  It  will  take  time.  On  the  other  hand,  this  may  be 
able  to  speed  up  that  process  because  with  local  currency  funds, 
through  a  real  commission  with  a  real  program,  you  can  get  started 
on  it  and  you  can  reach  in  the  next  few  years  several  millions  of  people. 
As  Mr.  Hoffman  said  in  his  statement,  we  consider  this  a  very  signifi- 
cant thing,  even  though  it  cannot  in  itself  save  China  in  the  next  few 
years. 

PROBLEM    OF    CURRENCY    STABILIZATION 

Mr.  WiGGLESwoRTH.  You  are  going  to  have  a  terrible  problem  of 
currency  stabilization  there,  are  you  not? 

Mr.  MooRE.  Yes. 

Mr.  WiGGLESWORTH.  It  is  pretty  hard  to  visualize  much  progress 
unless  that  is  dealt  with. 

Mr.  MooRE.  That  is  right.  Of  course,  there  are  many  basic  prob- 
lems. The  only  thing  you  can  do  here  is  to  retard  the  deterioration, 
try  to  hold  it  and  try  to  establish  conditions  for  improvement. 

Mr.  Case.  What  is  the  total  amount,  estimated,  Chinese  currency 
in  circulation? 

]Mr.  Moore.  In  dollars? 

Mr.  Case.  The  CN? 

Mr.  Cleveland.  I  do  not  know  the  figure  as  of  today.  As  of  last 
January  it  was  something  close  to  30  trillion,  30,000  billion.  It  now 
takes  1,200,000  to  1,300,000  to  buy  1  United  States  dollar. 
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Mr.  Case.  If  the  rate  of  exolian(r(>  is  1,000,000  per  United  States 
dollar,  it  would  take  only  $30,000,000  to  retire  the  entire  Chinese 
currency. 

Mr.  Cleveland.  $30,000,000,  but  the  two  figures  arc  not  com- 
parable, because  tlie  figures  on  note  circulation  of  last  January  when 
I  left— 

The  Chairman.  You  said  1,200,000  to  the  dollar? 

Mr.  Cleveland.  That  is  the  rate  now.  In  January,  the  exchange 
rate  was  about  one-third  of  that. 

Air.  Thorp.  I  have  just  gotten  from  a  man  who  came  into  the  room 
the  latest  figure  for  note  circulation,  which  is  90  trillion. 

Mr.  Case.  If  you  were  to  take  a  fraction  of  the  money  requested 
here  vou  could  retire  all  the  currencv  and  give  them  a  new  start. 

The  Chairman.  It  would  take  $75,000  to  retire  the  90  trillion  of 
currency. 

Mr.  Walker.  The  logic  of  that  would  be  to  wait  and  you  could  do 
it  for  1  dollar. 

AMOUNT    OF    SECURITIES    HELD    BY    CHINESE    NATIONALS    ABROAD 

Mr.  Case.  At  the  rate  it  is  going  you  will  not  have  long  to  wait. 
Tlie  United  States  should  not  do  that,  but  what  about  the  Chinese 
Nationals  who  have  securities  and  hohlings  abroad?  Is  there  any 
estimate  anywhere  as  to  the  amount  of  securities  held  abroad  by 
Chinese  Nationals? 

Mr.  Cleveland.  There  was  an  estimate  included  in  the  original 
presentation  on  the  authorization  of  this  bill  of  a  little  over  $500,- 
000,000  in  all. 

Mr.  Case.  A  little  over  $500,000,000? 

Mr.  Cleveland.  Yes;  about  a  half  billion  in  all  holdings. 

Mr.  Moore.  In  this  country. 

IMPORTANCE    OF    SYSTEM    OF    LAND    REFORM 

]Mr.  Case.  In  view  of  what  was  said  here  on  the  record  with  respect 
to  the  necessity  for  a  system  of  land  reform  in  China,  and  the  limited 
way  in  which  "the  Nationalist  Government  is  approaching  that  prob- 
lem, it  raises  in  my  mind  a  cpiestion  as  to  whether  or  not  the  Commu- 
nists can  be  stopped  if  they  offer  a  program  which.proposes  to  do  more 
to  alleviate  in  China  the  suffering  than  that  which  is  offered  by  the 
Nationalist  Government. 

Mr.  Thorp.  Mr.  Case,  I  thinlv  that  is  largely  the  conclusion  that 
Secretary  Marshall  has  with  respect  to  the  Chinese  situation.  He 
feels  that  what  has  happened  in  the  Cinese  picture  is  a  competition 
for  the  support  of  t)ie  common  people,  and  at  the  present  time  a  great 
many  of  these  people  who  are  supporting  the  Commmiists  are  doing 
so  because  the  Communists  have  been  providing  a  more  popular 
program.  They  do  not  know  what  communism  is  as  an  ideology, 
but  they  do  know  about  land  reform  and  the  general  treatment  tliey 
are  getting  when  the  Communists  come  in. 

Secretary  Marshall  believes  there  are  enough  indications  which  he 
had  while  he  was  in  China  and  which  have  come  since — for  example, 
a  statement  by  the  president  of  the  Executive  Yuan  last  January — 
that  the  Nationalist  Government  appreciates  the  necessity  of  making 
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some  basic  changes  in  its  policy  and  its  program  and  that  we  ought  to 
give  them  this  opportunity  to  do  it.  If  we  stop  the  flow  of  commodi- 
ties, that  will  definitely  mean  a  coflapse  of  the  economic  life  in  China 
and  the  coflapse  of  the  Nationalist  Government.  This  gives  them  at 
least  a  chance  for  some  months  in  the  future  to  appreciate  the  situa- 
tion and  bo  start  on  a  different  line,  and  we  can  urge  them,  we  can  give 
them  advice,  but  of  course  we  cannot  guarantee  that  they  wifl  take  it. 

Mr.  Case.  I  think  that  Mr.  Mahon  wfll  recafl  that  when  we  were 
members  of  a  committee  which  visited  Okinawa,  we  had  a  talk  with 
General  Stillwefl.  That  was  after  General  Stiflwell  had  come  out  of 
China  and  his  point  of  view  might  have  reflected  a  certain  amount  of 
personal  frustration,  but  even  so,  people  generafly  will  agree  that 
General  Stiflwell  was  a  pretty  sturdy  sort  of  man  and  fimdamentaUy 
honest,  and  my  impression  of  his  talk  to  us  was  that  he  felt  that 
certain  reforms  were  basic  in  China  if  any  progress  was  to  be  achieved. 
He  felt  that  uifless  those  changes  were  made  in  their  system  of  taxa- 
tion and  their  system  of  land  tenure  and  in  certain  forms  of  representa- 
tion in  their  government,  that  whatever  you  would  do  would  be  more 
or  less  hopeless  and  that  any  government,  or  any  movement  that 
promised  to  accomplish  those  reforms  had  a  head  start  in  winning 
the  favor  of  the  Chinese  people. 

Mr.  Thorp.  You  have  this  choice — you  can  give  the  Nationalist 
Government  a  chance  to  do  this,  or  you — — 

Mr.  Case.  Wifl  you  put  with  that  chance  a  requirement  that  they 
do  some  oi  these  things  if  they  get  the  aid? 

Mr.  Thorp.  I  think  we  do  require  that.  The  act  indicates  a  series 
of  things  in  its  present  preamble  which  represent  requirements  of  the 
direction  in  which  China  must  go.  That  will  be  reinforced  in  the 
bflateral  agreement  with  China.  I  think  there  is  a  limit  as  to  how  far 
we  can  force  them  to  do  these  things.  The  thing  they  must  recognize 
is  the  fact  their  survival  depends  upon  doing  it. 

Mr.  Case.  We  run  up  against  that  every  once  in  a  while  in  all 
these  aid  programs.  They  say  that  we  cannot  be  putting  any  condi- 
tion on  these  things  or  we  will  be  interfering  with  the  sovereignty  of 
the  people.  On  the  other  hand,  we  ought  to  be  able  to  put  some 
conditions  on  what  we  do  with  the  internal  affairs  of  this  country 
when  we  take  scarce  commodities  and  dollars  and  propose  to  disrupt 
our  economy  by  the  inflation  that  results  from  exporting  these  goods, 
or  what  we  do  to  our  domestic  economy  by  maintaining  a  tax  structure 
to  provide  the  funds,  we  ought  to  be  able  to  put  some  conditions  on 
our  grants  and  simply  say,  "Take  it  or  leave  it." 

Mr.  Thorp.  1  intended  to  indicate  that  that  general  approach  is 
very  clear  in  the  legislation;  that  while  we  cannot  ask  China  for  a 
recovery  program  at  this  present  time,  there  are  indicated  there 
a  number  of  directions  in  which  China  must  go  to  satify  the 
Administrator. 

1  will  agree  that  the  only  way  to  make  this  more  than  just  a  "rat 
hole"  operation  is  to  have  during  this  period  of  time  some  real 
progress  in  reform  in  China. 

UNRRA    GOODS    IN    WAREHOUSES,    ETC.,    IN    CHINA 

Air.  Case.  Is  it  true  that  there  is  a  great  quantity  of  UNRRA  goods 
in  warehouses  or  on  the  docks  or  undistributed  in  one  way  or  another 
in  reception  ports  in  China? 
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]Mr.  Cleveland.  A  relatively  small  amount  in  China.  There  are 
some  quantities  of  supplies  in  two  categories:  first,  the  category  of 
long-term  development  equipment — machinery  which  is  intended  for 
projects  that  will  take  3,  4,  or  5  years  to  complete,  so  that  is  lying 
there,  not  because  it  is  wasted,  but  because  it  is  waiting  for  a  planned 
use. 

Mr.  Case.  You  are  Mr.  Cleveland? 

Mr.  Cleveland.  Yes. 

Mr.  Case.  Were  you  a  member  of  the  UNRRA  forces  in  China? 

Mr.  Cleveland.  I  was  director  of  the  China  office  of  UNRRA 
during  the  last  9  months  of  its  life. 

The  other  categories  of  supplies  are  relatively  small  amounts  now 
of  United  States  military  surplus  which  was  provided  for  the  Chinese 
but  which  was  hardly  worth  the  expense  of  transporting  it  from  the 
islands  where  it  originated.  The  process  of  sorting  it  and  finding 
some  useful  way  to  use  the  miscellaneous  equipment  has  been  diffi- 
cult, but  is  coming  to  an  end. 

Mr.  Case.  Is  that  the  material  wliich  they  are  now  exporting  back 
to  us  as  scrap? 

Mr.  Cleveland.  No,  The  material  they  are  reexporting  or  selling 
is  material  they  secm-ed  direct  from  the  United  States  Government, 
direct  from  the  Office  of  Foreign  Liquidation. 

Mr.  Case.  What  did  they  buy  that  with? 

Mr.  Walker.  Against  the  value  of  the  property  there  was  a  cancela- 
tion of  a  United  States  indebtedness  to  China. 

Mr,  Case.  You  gave  them  credit? 

Mr.  Walker.  Yes. 

Mr.  Stefan.  They  are  selling  it  now  to  the  United  States  for 
dollars? 

Mr.  Waller.  Selling  surplus? 

Mr.  Stefan.  Yes;  that  scrap  is  now  being  sold  for  dollars. 

Mr.  Walker.  It  is  m  terms  of  dollars,  but  there  is  a  cancelation  of 
the  debt,  and  there  is  an  advance  to  the  United  States  whereby  they 
agree  to  make  an  amount  available  to  us  for  the  purchase  of  properties 
out  there  that  the  Embassy  needs.  I  think  the  details  are  in  the 
pamphlet  submitted  to  the  House  Foreign  Affau"s  Committee. 

Mr.  Mahon.  Can  you  give  us  some  assurance  that  you  can  mani- 
pulate these  fimds  in  such  a  way  as  to  cause  a  general  improvement  in 
the  internal  structure  of  the  Nationalist  Government  that  might  be  of 
lasting  benefit  to  China? 

Mr.  Thorp.  I  certainly  cannot  give  any  such  assurance.  The 
Administrator,  of  course,  would  be  operating  the  funds.  I  think  that 
he  will  have  to  answer  that. 

The  Chairman.  Is  Mr.  Lapham  here  in  town? 

Mr.  Moore.  No,  sir.  He  will  be  back  here  next  week  some  time. 
He  had  projected  a  trip  abroad  for  a  vacation  when  he  got  out  of  the 
mayoralty,  but  he  cut  it  short  and  will  be  back  next  week. 

administration  of  aid  to  china 

Mr.  Case.  To  what  extent  will  this  program  be  under  the  direction 
of  the  State  Department  and  to  what  extent  will  it  be  under  the 
direction  of  ECA? 
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Mr.  Moore.  The  aid  under  section  404  (a)  authorized  up  to  $338,- 
000,000,  together  with  the  aid  under  407  (a).  Rural  Reconstruction, 
which  will  be  administered  by  the  Economic  Cooperation  Administra- 
tion. 

Mr.  Stefan.  Under  Air.  Lapham? 

Mr.  Moore.  Yes;  as  Chief  of  the  ECA  mission  in  China. 

Mr.  Case.  Will  the  State  Department  be  out  of  it  then? 

Mr.  MooRE.  The  act  provides  that  the  State  Department  shall,  in 
consultation  with  the  Administrator,  negotiate  the  bilateral  agree- 
ment with  China  and  also  negotiate  the  agreement  with  China  for  the 
setting  up  of  the  Joint  Rural  Reconstruction  Commission,  but  the 
actual  administration  of  it  will  be  vested  in  the  Administrator. 

Mr.  Stefan.  Is  there  a  transfer  of  funds  from  this  appropriation 
to  the  State  Department  to  carry  on  that  act,  and  if  so,  how  much? 

Mr.  Cleveland.  I  do  not  think  there  is  any  transfer  of  funds  con- 
templated for  the  particular  purpose  of  negotiating  the  bilateral 
agreement. 

Mr.  Stefan.  There  is  some  other  activity  the  State  Department 
will  imdertake  in  this  program  that  \^ill  cost  some  money.  Is  there 
any  transfer  from  here  to  your  appropriation  in  the  State? 

Mr.  Butterworth.  I  do  not  think  any  is  contemplated. 

Mr.  Stefan.  It  will  be  expended  directly  under  Mr.  Lapham? 

Mr.  Butterworth.  That  is  correct. 

Mr.  Stefan.  And  the  State  Department  will  have  no  funds 
transferred  to  it  from  this  appropriation? 

Mr.  Butterworth.  The  State  Department  will  rely  on  ECA  to 
reimburse  it  for  out-of-pocket  administrative  expenses  incurred  on 
behalf  of  ECA. 

Mr.  Stefan.  They  are  having  nearly  $1,000,000  transferred  from 
ECA  but  none  under  this  appropriation? 

Mr.  MooRE.  There  is  none  provided  for  under  the  program  for 
China  aid  as  such. 

Mr.  Case.  To  what  extent  does  the  State  Departm.ent  participate 
in  the  preparation  of  these  estimates? 

•  Mr.  Butterworth.  The  State  Department,  I  believe,  prepared  the 
justifications. 

Mr.  Case.  I  noticed  in  the  list  of  personnel  handed  to  us  for  wit- 
nesses today  that  Mr.  Butterworth,  the  Director  for  Far  Eastern 
Aft'airs,  is  listed  as  one  of  the  members  from  the  State  Department, 
and  I  was  just  wondering  if  the  presentation  of  the  estimate  is  bemg 
m.ade  by  the  ECA  or  the  Far  Eastern  Afi'airs  Section  of  the  State 
Department. 

Mr.  Moore.  We  opened  this  hearing  with  a  statement  about  the 
program.,  but  then  various  State  Departm.ent  witnesses  have  been 
answering  questions  here. 

Mr.  Case.  You  are  Mr.  Moore? 

Mr.  MooRE.  Yes.  . 

Mr.  Case.  If  the  State  Department  prepared  the  estimates,  and  if 
the  State  Department  is  to  sit  in  on  the  consultations  in  the  prepara- 
tion of  the  agreements  that  will  be  made  for  a  portion  of  the  program, 
I  wonder  if  we  could  have  a  statement  from.  Mr.  Butterworth  on  the 
matter  in  general,  and  particularly  on  this  basic  matter  of:  What  are 
we  going  to  accomplish  with  this  program  in  China? 

Mr.  Stefan.  And  have  him  tell  us,  also,  who  is  going  to  administer 
the  $125,000,000  under  section  404  (B)  of  Public  Law  672. 
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Mr.  Bi  TTERWORTH.  I  tliiuk  Mr.  Tliorp,  who  is  the  chief  witness  on 
ehalf  of  the  State  Department,  and  I  are  here  because  we  were  ask(^d 
to  render  what  assistance  we  could  to  the  Administrator,  since  we 
participated  in  the  formulation  ot  the  original  program.  It  is  a  modi- 
lication  of  that  program  that  is  being  considered  by  the  committee 
today,  so  it  is  in  that  capacity  rather  than  in  the  capacity  of  pro- 
tagonists that  we  appear. 

\[r.  Case.  How  long  have  you  been  w^tli  the  State  Departm(nit? 

Air.  BuTTERWORTH.  Twenty  years,  with  the  Foreign  Service. 

Mr.  Case.  How  long  have  you  been  in  the  Far  Eastern  Affairs 
Section? 

Mr.  BuTTERWORTH.  I  toolv  over  this  particular  job  on  the  15th  of 
September. 

Mr.  Case.  This  particular  job;  but  how  long  have  you  been  with 
the  Far  Eastern  Section  in  some;  capacity? 

Mr.  BuTTERWORTH.  My  fu'st  post  was  in  Singapore  20  years  ago, 
and  I  was  there  between  2  and  3  years.  I  served  in  Europe  and 
other  parts  of  the  world,  and  then  I  went  out  to  China  shortly  after 
General  Marshall  went  out  there.  I  was  in  Spain  at  the  time  of 
transfer. 

Mr.  Case.  You  are  now  Du-ector  of  Far  Eastern  Affairs? 

Mr.  BuTTERWORTH.  Ycs.     I  came  back  to  this  country  in  July. 

Mr.  Case.  You  prepared  the  original  program  of  which  this  is  the 
remnant? 

Mr.  BuTTERWORTH.  I  did  not  prepare  it.  It  was  in  the  main  pre- 
pared in  the  economic  sections  of  the  State  Department,  of  which 
Mr.  Thorp  is  the  responsible  officer,  and  I  rendered,  with  my  col- 
leagues, all  the  assistance  that  I  could  to  him. 

Mr.  Case.  You  are  the  man  who  would  be  brought  into  consulta- 
tion on  the  operation  of  this  one  part  of  the  program  to  which  Mr. 
Cleveland  referred? 

Mr.  BuTTERWORTH.  I  think  there  would  be  several  of  us  who  would 
render  assistance. 

QUESTION  AS  TO  ANTICIPATED  ACCOMPLISHMENTS  FROM  PROGRAM 

Air.  Case.  Give  us  some  idea  of  what  you  think  we  may  accomplish 
if  we  go  into  this. 

Air.  BuTTERWORTH.  I  think  that  Mr.  Thorp  has  covered  the  ground, 
and  I  think  that  I  can  add  very  little  to  what  he  said.  As  was  made 
clear,  I  may  add,  in  General  Alarshall's  original  statement,  which  was 
a  public  statement  to  the  House  Committee  on  Foreign  Aft'airs,  this 
was  not  regarded  by  him  as  a  recovery  program.,  as  offering  the  same 
type  of  assurance  that  the  ERP  program,  did,  whereby  you  could 
calculate  that  assistance  over  a  given  number  of  yorts  should,  together 
with  the  self-help  of  the  countries  concerned,  result  in  those  countries 
getting  on  their  feet. 

The  most  important  factor  about  China  today  is  that  it  is  engaged 
in  a  civil  war  and  that  \itiates  any  possibility  of  reaching  any  hard- 
and-fast  computations  as  to  when  China  is  going  to  be  hi  the  clear 
in  the  sense  that  the  European  countries  may  be  expected  to  be  in  the 
clear  some  4  years  or  so  from.  now. 

Air.  Case.  Is  that  civil  war  primarily  a  m.ilitary  conflict  or  is  it  an 
economic  conflict? 

Air.  BuTTERWORTH.  I  think  it  is  primarily  a  military  conflict. 
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ECONOMIC    ASPECTS    OF    CHINESE    CIVIL    WAR 

Mr.  Case.  And  lias  no  economic  aspects? 

Mr.  BuTTERWORTH.  It  obviouslj  has  an  economic,  social,  politi- 
cal, as  well  as  military  phase  to  it. 

The  Chairman.  What  are  the  economic  phases?  We  know  about 
the  military,  but  what  are  the  economic  phases? 

Mr.  Butterworth.  I  think  the  economic  phases  go  back  to  the 
fact  that  a  good  deal  of  China  was  controlled  in  one  way  or  another 
by  the  Japanese  and  was  occupied  by  them  and  was  used  for  their 
purposes  during  the  war. 

When  the  Nationalist  Government  was  able  to  return  to  the  parts 
of  China  which  had  been  occupied  by  the  Japanese,  some  of  which 
had  not  been  within  its  control  for  many  years,  it  began  to  meet  all 
the  difficulties  that  were  anticipated  that  there  would  be,  and  it  was 
to  aid  in  meeting  those  difficulties  that  Congress  supported  the 
UNRRA  program  for  China. 

These  programs  proved  inadequate  to  the  size  of  the  task.  The 
civil  war,  instead  of  diminishing  in  intensity,  increased  in  intensity 
with  ensuing  destruction.  The  Chinese  peasant,  depending  upon 
where  he  lived,  suffered  in  greater  or  less  degree. 

Mr.  Case.  Why  do  you  say  that  the  civil  war  increased  in  intensity 
as  a  result  of  the  UNRRA  program? 

Mr.  Butterworth.  Since  VJ-day. 

Mr.  Case.  What  was  the  reason  for  the  increase  in  intensity? 

Mr.  Butterworth.  You  will  recall  the  attempts  that  were  made 
by  General  Marshall  to  bring  about,  first,  an  armistice  and  then  later 
a'peace  in  China.  The  Chinese  had  begun  that  effort  even  before  he 
reached  China  and  had  reached  a  political  agreement  in  December 
1945.  At  one  time  it  seemed  likely  that  those  efforts  would  result  in 
more  or  less  peaceful  conditions,  in  the  main,  in  China.  Those  efforts 
failed.  Fighting  began  and  became  more  and  more  widespread,  until 
today  it  encompasses  all  of  the  parts  of  China  you  see  on  that  map  on 
the  wall. 

supplies  used  by  communist  forces 

Mr.  Case.  I  am  trying  to  find  out  why,  in  spite  of  the  efforts  of 
UNRRA  to  alleviate  the  conditions,  in  China,  and  in  spite  of  the  efforts 
of  the  Nationalist  Government,  that  the  intensity  of  the  civil  war  in- 
creased. Was  it  because  it  was  aided  and  abetted  by  Communist 
forces  outside  the  country  of  China? 

Mr.  Butterworth.  I  do  not  think,  so  far  as  forces  are  concerned, 
that  is  true,  if  you  mean  that  there  were  actually  Russian  troops 
participating  on  Chinese  territory.  We  have  no  evidence  to  support 
that. 

Mr.  Case.  Any  supplies? 

Mr.  Butterworth.  So  far  as  arms  are  concerned,  as  General 
Marshall  and  several  other  witnesses  before  congressional  committees 
have  testified,  the  Chinese  Communists  acquired  a  large  percentage 
of  their  arms  from  those  the  Japanese  surrendered  in  those  parts  of 
China  which  were  controlled  by  the  Russians. 

Mr.  Case.  How  did  they  acquire  them? 

Mr.  Butterworth.  We  do  not  know  the  exact  details  of  those 
transactions  because  we  had  no  one  present  who  was  party  to  them. 
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Mr.  Case.  Was  the  surrender  of  the  Japanese  arms  iu  portions  of 
China  done  under  Russian  supervision? 

Mr.  BuTTERWORTH.  The  surrender  of  the  Japanese  arms  was  done 
under  Russian  supervision.  They  were  surrendered  by  the  Japanese 
to  the  Russians  or  abandoned. 

Mr.  Case.  I  recall  that  we  provided  air  transportation  to  move  a 
great  many  of  the  Chinese  Nationalist  troops  up  to  Manchuria  to  see 
the  Japanese  surrender.     Was  that  successful? 

Mr.  BuTTERWORTH.  My  impression  is  the  contrary.  We  did  not 
move  Chinese  troops  up  into  Manchuria  to  receive  the  Japanese  sur- 
render because  the  Russians  were  already  there. 

Mr.  Case.  I  do  not  know  whether  it  was  Manchuria,  but  it  was  the 
10th  Air  Force  that  was  held  over  there  longer  than  was  anticipated. 
'  Mr.  BuTTERWORTH.  All  the  Japanese  troops  did  not  surrender  to 
the  Russians.  A  great  many  surrendered  to  the  Chinese  Nationalists 
and  some  surrendered  to  us  when  we  sent  our  marines  up  to  north 
China.  But  I  was  referring  originally  to  the  arms  in  the  possession 
of  those  Japanese  who  did  surrender  to  the  Russians,  in  the  territory 
that  the  Russians  controlled. 

Mr.  Case.  And  that  was  regarded  as  the  Communist  section  of 
China  at  the  time,  was  it  not? 

Mr.  BuTTERWORTH.  Mr.  Sprouse  has  described  the  operation  in  • 
Manchuria  where  there  were  very  few  Communists  prior  to  the  end 
of  the  war. 

Mr.  Case.  Whatever  the  quantity  of  supply  was,  it  took  place 
back  in  1945  or  1946,  did  it  not? 

Mr.  BuTTERWORTH.  Ycs ;  that  was  after  the  surrender. 

Mr.  Case.  You  spoke  of  the  increase  in  intensity  since  UNRRA 
has  been  operating. 

Mr.  BuTTERWORTH.  I  did  not  refer  to  the  increase  since  UNRRA 
as  an  effect  of  UNRRA.     It  has  been  since  VJ-day. 

Mr.  Case.  Since  the  surrender? 

Mr.  BuTTERWORTH.  Ycs. 

reason     for    INCREASE     IN    INTENSITY     OF    CHINESE    CIVIL    WAR    SINCE 

VJ-DAY 

Mr.  Case.  What  has  been  the  source  of  the  increase  of  that  in- 
tensity?    That  is  what  I  am  trying  to  get. 

Mr.  BuTTERWORTH.  The  source  of  the  materials  they  got? 

Air.  Case.  Whatever  it  was  that  increased  the  intensity  of  the 
civil  war?  Was  it  the  outside  supplying  materials;  was  it  simply 
the  growing  strength  of  the  revolutionary  movement  within  China, 
or  what? 

Mr.  BuTTERWORTH.  I  think  the  most  important  thing  that  kept 
the  civil  war  in  abeyance  during  the  World  War  was  the  presence  of 
Japanese  troops  and  the  military  activities  of  the  Japanese,  both 
against  the  Chinese  Communists  tind  the  Chinese  Nationalists. 

I  think  the  greatest  single  factor  that  tended  to  produce  cohesion, 
such  as  it  was,  betw^een  the  Chinese  factions  was  the  Japanese  actions 
against  all  elements  in  China, 
"when  the  Japanese  were  removed  as  ar  antagonistic  element  and 
the  centrifugal  force  which  then  presence  produced  termuiated,  then 
factionalism  in  China  took  on  a  renewed  activity. 

7540S— 48— pt.  2 25 
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Mr.  Case.  I  am  just  trying  to  find  somebody  or  some  evidence  that 
would  support  some  belief  that  if  we  were  to  make  an  appropriation 
here  we  would  do  something  to  improve  the  conditions  in  China,  and 
when  you  say  that  after  UNRRA  got  started  this  intensity  increased, 
that  is'  a  little  discouraging.  I  have  not  found  much  of  encom-agcment 
anywhere. 

Mr.  BuTTERWORTH.  I  do  not  think  I  said  that  UNRRA  was  the 
cause.  I  do  think  what  the  Secretary  of  State  said,  which  is  concurred 
in  by  all  his  advisers,  is  correct  that  it  is  incumbent  on  us  to  provide 
this  opportunity  for  the  Chinese  Government  to  take  measures  to 
improve  its  own  position  and  to  improve  its  standing  and  prestige  and 
efficacy  with  its  own  people. 

We  also  believe  that  if  as  a  sudden  act  we  removed  all  assistance,  all 
support  from  the  Chinese  Government,  having  given  a  great  deal  of 
support  to  the  Chinese  Government  both  during  the  war  and  since 
the  war,  we  would  be  taking  drastic  action,  which  would  result  in 
collapse  in  a  very  short  time  of  the  Chinese  Government.  That  would 
be  a  responsibility  that  I  do  not  think  the  Secretary  of  State  would 
wish  to  assume. 

Mr.  Case.  Let  me  ask  one  question  from  a  slightly  different  angle 
and  then  I  will  come  back  to  this:  Would  you  regard  the  civil  war  in 
China  as  primarily  a  revolutionary  movement  within  China,  or  pri- 
marily as  an  overthrow  movement  inspired  and  fomented  by  outside 
forces? 

Mr.  BuTTERWORTH.  I  would  like  to  answer  that  off  the  record. 

(Discussion  off  the  record.) 

Mr.  Case.  I  would  like  to  put  something  on  the  record  concerning 
my  feeling  about  this  matter;  whether  or  not  it  represents  the  views  of 
the  committee  I  do  not  know,  but  it  is  my  own  feeling  that  the  United 
States,  as  a  matter  of  national  interest,  might  do  something  by 
spending  money  that  is  proposed  to  counteract  the  spread  of  com- 
munism, but  that  is  a  very  different  thing  from  appropriating  funds 
and  taking  action  to  prevent  a  revolution  or  a  change  of  government 
or  a  change  of  condition  within  a  country  which  has  to  do  with  an 
economic  situation  or  a  political  situation  within  the  country  itself. 

That  was  the  reason  I  asked  the  question. 

Mr.  Stefan.  Mr.  Butterworth,  you  might  tell  us  whether  in  your 
opinion  spending  this  money  will  do  any  good,  and  if  so  to  wliat  extent. 

Mr.  Butterworth.  Off  the  record? 

Mr.  Stefan.  Yes;  first  with  reference  to  the  first  draft  of  the  pro- 
gram and  whether  or  not  the  $463,000,000  will  do  any  good  and  how 
it  is  going  to  be  used. 

Mr.  Butterworth.  Off  the  record. 

(Off -record  discussion) . 

progress  evidenced  by  recent  election  in  china 

Mr.  Case.  Do  you  regard  the  recent  election  of  the  Vice  President 
in  China  as  one  of  the  promising  signs  of  progi*ess  in  China? 

Mr.  Butterworth.  I  do. 

Mr.  Case.  You  may  expand  on  that  as  you  wish. 

Mr.  Butterworth.  I  do  very  much  so,  because  I  think  it  is  a 
manifestation  of  the  welling  up  of  the  noncommunist  forces  within, 
the  National  Government  area  making  for  a  progressive  change. 
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Mr.  Case.  Do  you  feel  that  we  might  accompUsh  something  with 
this  program  by  setting  up  certain  conditions  or  making  certain  re- 
quirements a  condition  precedent  to  the  receipt  of  the  aid? 

Mr.  BuTTERWORTH.  I  think  the  legislation  does  state  certain  con- 
ditions are  to  be  observed,  and  quite  properly  so;  and  one  of  the 
basic  conditions  I  think  is  the  right  that  the  Congress  gave  to  the 
Administrator  to  diminish  or  cut  off  any  part  of  that  program,  provided 
he  is  not  getting  the  type  of  cooperation  from  the  Chinese  authorities 
he  regards  necessary  to  carry  out  the  dictates  of  the  Congress. 

Mr.  Case.  That  is  where  it  leaves  us  a  little  blank  uidess  we  can 
get  some  aid  as  to  what  the  signposts  are  that  will  be  regarded  by 
the  Administrator  as  security  for  the  necessary  cooperation. 

Mr.  BuTTERWORTH.  Froui  my  reading  of  the  act  there  are  a  good 
many  important  signposts  to  point  to  what  the  Congress  intended 
this  act  to  cover. 

The  Chairman.  I  think  at  this  point  we  will  let  the  rest  of  the 
State  Department  representatives  go,  except  Mr.  Moore,  Mr.  Cleve- 
land, Mr.  Cawley  and  Mr.  Butterworth.  I  have  a  witness  coming 
in  that  I  want  the  committee  to  hear.  After  we  have  heard  him 
there  is  another  witness  that  I  expect  to  call  tomorrow,  and  I  am 
going  to  ask  some  of  you  gentlemen  for  your  opinion  on  what  they 
have  to  suggest. 

Tuesday,  May  18,  1948. 

Needs  of  Program  for  China  Aid 

STATEMENT  OF  COL.  W.  BRUCE  PIRNIE 

The  Chairman.  Colonel  Pu-nie,  will  you  tell  us  your  full  name? 
Colonel  Pirnie.  W.  Bruce  Pirnie. 

background  and  experience  of  colonel  pirnie 

The  Chairman.  "Will  you  tell  us  a  little  of  your  background  and 
experience,  especially  as  it  relates  to  China? 

Colonel  Pirnie.  First  of  all,  I  am  a  businessman.  I  came  into 
the  war  as  a  civilian  soldier,  and  then  I  went  into  the  Army  and  was 
sent  to  Africa  for  a  year  before  the  invasion  with  the  ATC,  and  then 
went  to  China.     I  went  thi'ough  India  into  Burma. 

I  was  given  the  command  as  acting  deputy  commanding  general  of 
the  Second  Area  Command,  in  the  Chinese  Army,  to  handle  their 
supplies,  for  sLx  Chinese  armies,  under  Gen.  Chang  Fah  Kwei.  That 
was  the  Second  Supreme  Ai-my  Group,  consistmg  of  the  new  First 
Army,  the  Fifty-fourth  Army,  the  Eighth  Army — those  were  all 
American-trained  troops — the  Sixty-second  Army,  SLxty-fourth  Army, 
and  Forty-sixth  Army,  the  Second  Supreme  Ai-my  Group,  and  we 
carried  on  the  counterattack  against  the  Japanese,  driving  them  from 
the  mountains  down  across  southern  China  to  the  Luchow  Peninsida, 
taking  Luchou  and  Nenning. 

When  the  war  (>nded,  just  before  the  landing  in  the  port  was  to 
take  place,  I  went  over  into  the  Canton  area  with  troops,  and  then 
we  sent  three  of  tliese  armies,  50,000  men  in  each  army,  to  Man- 
churia. 
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I  was  retained  on  detached  orders  as  the  adviser,  economic  adviser, 
to  Marshal  Chang  Fah  Kwei  to  work  out  the  plan  for  the  reconstruc- 
tion of  Kangtung  Province.  That  order  was  given  by  Lt.  Gen. 
Hemy  S.  Aurand.  The  State  Department  was  not  present  at  that 
time,  and  I  had  that  operation  alone. 

I  was  sent  to  Chungking  to  confer  witli  T.  V.  Soong  who  happened 
to  have  been  a  classmate  of  mine,  and  then  I  came  home.  That 
covers  my  experience  as  an  Army  officer. 

I  had  the  very  great  distinction,  to  m}^  mind,  and  the  great  pleasure 
of  being  a  major  general  in  the  Chinese  Army;  I  was  given  the  com- 
mand and  rank  as  a  major  general  in  the  Chinese  Army,  and  I  was 
also  a  full  colonel  in  the  United  vStates  Army. 

Mr.  Stefan.  Are  you  in  the  active  service  or  in  the  Reserve? 

Colonel  PiRNiE.  I  am  in  the  Reserve  now, 

Mr.  Case.  Are  you  a  West  Point  man? 

Colonel  PiRNiE.  No,  I  am  a  Harvard  man. 

Mr.  Case.  ^^Tiat  is  your  present  occupation? 

Colonel  PiRNiE.  My  present  occupation  is  that  of  economic  adviser 
to  the  Governor  of  the  Kwangtung-Kwangsi  Provinces.  My  company 
is  Pirnie  &  Lee,  a  company  Federal  Incoiporated,  United  States  of 
America,  which  was  formed  because  I  was  invited  by  the  Chinese  to 
come  back  to  China  and  assist  in  the  reconstruction  program  in  the 
four  Provinces  of  Kwangtung.  Kwangsi,  Hunan,  and  Hupel.  We 
believe  the  way  to  do  it  is  on  the  basis  of  private  enterprise,  and  no 
other,  by  the  Chinese  and  Americans  getting  together,  joining  hands 
and  doing  the  job. 

The  Lee  part  of  the  firm  is  a  former  major  general  in  the  Chinese 
Army,  Gen.  Lee  Chung  Sang  who  was  on  the  staff  of  Marshall  Chong 
Fob  Kwei  and  cooperated  with  me.  He  is  a  graduate  of  George 
Washington  University.  We  have  been  conducting  a  study  now  for 
2  years  of  the  possible  reconstruction  of  China. 

(Off  record  discussion.) 

Mr.  Case.  Were  you  in  charge  of  plans  for  the  Hanoi  operations? 

Colonel  Pirnie.  No;  my  job  was  to  build  up  and  to  take  care  of 
the  supplies  for  the  six  Chinese  armies,  which  were  counterattacking 
the  Japanese. 

Air.  Case.  General  Wedemeyer,  when  I  was  in  China  in  1945, 
referred  to  the  operation  that  was  American-planned,  and  also  the  use 
of  Chinese  troops  that  were  trained  by  Americans. 

Colonel  Pirnie.  Yes. 

Mr.  Case.  He  said  that  operation  demonstrated  the  efficacy  of 
that  training,  and  showed  that  the  Chinese  were  capable  of  meeting 
the  Japanese,  with  proper  training  and  equipment. 

Colonel  Pirnie.  I  agree  with  that. 

Mr.  Case.  I  would  like  to  get  your  connection  with  that  operation. 

Colonel  Pirnie.  My  connection  with  that  operation  was  that  of 
getting  the  supplies  for  the  operation,  plaiming  the  supplies  for  the 
operation,  and  getting  all  the  necessary  ammunition  for  the  number  of 
troops  to  carry  it  out;  and  it  Avas  a  very  interesting  operation. 

Mr.  Case.  So  your  relation  to  the  militaiy  operation  has  been  that 
of  supplies  rather  than  the  tactical  military  end? 

Colonel  Pirnie.  That  is  right.  It  was  my  job  to  train  supply 
rtroops  and  to  get  the  necessary  supplies  to  the  armies  at  the  front. 
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Mr.  Case.  So  that  as  regards  commodities  which  we  may  speak  of 
here  that  would  l:»e  in  a  Hne  3'oii  know  something  about,  in  relation  to 
the  economy  of  China? 

Colonel  PiRNiE.  I  think  I  would.  As  a  matter  of  fact  when  you 
have  to  feed  some  two  or  three  hundred  thousand  troops  under  the 
conditions  which  existed  in  China  at  tliat  time,  you  learn  something 
about  it. 

Mr.  Case.  You  know  something  about  the  problems  that  are 
involved  in  reconstruction  and  the  effect  of  such  a  program  as  this, 
on  the  economy  of  China. 

Colonel  PiRXiE.  I  feel  that  I  do. 

GENERAL    STATEMENT    ON    CHINESE    SITUATION 

The  Chairman.  Colonel  Pirnie,  I  would  like  to  have  you  tell  me, 
and  I  think  the  members  of  the  committee  would  like  to  hear,  just 
how  you  think  the  United  States  stands  in  China  at  this  time,  and  if 
there  are  some  particular  spots  which  you  want  to  discuss  off  the 
record  you  may  do  so. 

Colonel  PiRxiE.  Mr.  Chairman,  I  have  prepared  a  memorandum 
which  I  would  like  to  read  to  the  committee,  a  part  of  it  to  go  into  the 
record,  and  a  part  of  it  not  to  go  into  the  record.  I  do  not  want  to 
be  in  the  position  of  criticizing  everybody. 

It  is  high  time  that  the  United  States  stops  the  nonsense  in  China 
and  immediately  reestablishes  our  position  won  in  the  last  war,  before 
it  is  too  late  to  even  try  to  hold  our  Pacific  flank.  Never  in  history  have 
so  many  out  and  out  rattlebrain  attempts  at  childish  diplomacy  been 
attempted  in  any  country  as  it  has  been  done  in  China.  So  much 
useless  advice  has  been  given,  vital  time  been  wasted  that  now  after 
making  mistake  after  mistake  the  picture  is  called  complex  and  un- 
surmountable.  It  most  certainh^  should  look  that  way  to  those  who 
have  bungled  the  entire  Chinese  situation.  No  wonder  the  Chinese 
are  laughing  at  us  when  they  have  time  to  do  so.  No  wonder  they 
are  unable  to  understand  the  action  of  our  vacillating  Government. 

The  job  of  putting  China  on  her  feet  is  not  an  unsurmountable  one 
but  it  must  be  done  vigorously  and  at  once.  Also  it  must  not  be  done 
in  a  half-hearted  wsij  nor  must  we  spill  money  into  China  the  way  the 
State  Department  half-heartedly  recommended  under  compulsion. 
The  job  must  be  done  right.  It  must  be  placed  on  a  business  basis. 
In  fact,  the  State  Department  plan  should  be  torn  up  and  an  entii'ely 
new  one  which  makes  sense  put  into  force.  I  am  sure  the  Chinese 
are  ready  to  pitch  in  on  a  real  recovery  program  and  do  the  best  they 
can.  Their  best  will  be  a  real  contribution  to  the  general  recovery  of 
the  world  and  if  and  when  Russia  marches  across  Europe,  which  I 
believe  she  will  eventually,  we  will  have  set  up  in  China  a  business 
deal  which  will  pay  oft'  in  more  ways  than  dollars.  We  cannot  afford 
to  let  this  opportunity  go  from  us.  "We  have  the  opportunity  for  the 
first  time  in  histor}^  to  set  up  an  economic  system  in  China  of  oiu"  own 
pattern.  We  must  not  miss  this  opportunity  to  help  China  and  the 
United  Stntes. 

The  China  recover}^  program  to:  1.  Stabilize  Chinese  currency; 
2.  Give  military  supply  aid  and  instruction;  3.  Close  in  the  economic 
vacinnn  behind  her  troops  by  reconstruction  of  her  devastated  areas; 
4.  Build   her   transportation   and   communication   systems;   and,   5. 
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Revive  her  agriculture  according  to  the  program  you  have  before  you, 
should  be  started  at  once.  Most  of  the  reconstruction  can  be  done 
through  private  enterprise  and  you  can  be  assured  that  Chmese  will 
contribute  at  least  one-thhd  of  the  capital  and  our  loans  will  be  repaid. 
A  sounder  program  has  not  been  presented  until  now,  as  you  will 
agree.  Are  we  to  fail  in  recognizing  it?  I  doubt  it.  The  Clason 
bill,  H.  R.  5847,  gives  us  the  vehicle  to  promulgate  this  program. 
Further,  if  we  do  not  have  time  to  put  this  bill  through  we  can  set 
up  the  program  already  presented  and  with  funds  aheady  voted  by 
the  Congress  put  the  entire  program  mto  operation  and  then  fight 
to  get  the  bill  tlu'ough  later.  It  will  be  useless  to  just  jump  the  money 
voted  into  China  with  no  real  program  to  follow.  The  program  as 
laid  out  and  now  before  you — "A  China  recovery  program" — will 
return  the  money  invested  by  the  United  States  Government  and  by 
example  of  prosperity  attract  private  capital  to  continue  the  project. 
That  is  a  sound  principle  to  establish  and  unless  we  attempt  to  estab- 
lish such  a  principle  at  this  time,  there  is  absolutely  no  use  doing 
anything.  It  would  be  better  to  immediately  tell  Russia  to  take  over 
and  abandon  our  long  established  policy  that  only  Chinese  should 
govern  China. 

What  is  the  use  of  trying  to  find  out  whose  fault  it  is  that  China  is 
in  the  condition  it  is  today?  The  fact  is  either  we  stay  out  or  go  in 
and  do  a  real  job.  However,  it  is  of  interest  that  the  real  deteriora- 
tion dates  from  the  year  Henry  Wallace  went!,to  China.  It  was  that 
year  that  a  skillfully  executed  plan  to  destroy  the  Government  of 
China  began;  to  discredit  it  by  a  systematic  organized  campaign 
in  the  United  States  and  elsewhere.  This  was  March  1944,  just  after 
Russia  made  the  agreement  with  Japan  which  freed  the  Japanese 
troops  to  move  from  Manchuria  down  into  China.  Apparently 
Moscow,  already  confident  of  victory  over  Hitler,  and  having  diverted 
Japan  from  Russia  to  China,  sent  out  the  word  to  start  the  campaign 
for  it  began  all  over  the  United  States,  just  as  if  one  man  had  pulled 
the  switch  and  all  the  lights  in  the  city  went  on. 

Character  assassination,  smears  against  the  generalissimo,  family 
troubles,  moral  charges — all  of  which  were  completely  untrue,  but 
which  helped  to  start  the  undermining  of  confidence  by  American 
people  in  the  leadership  of  China.  All  of  this  sort  of  thing  went  on 
for  4  years.  Most  of  these  charges  were  childish  and  unworthy  of 
our  notice  but  which  suited  the  monger  reading  class  and  made  the 
subject  of  Chinese  morals,  and  so  forth,  interesting  chit-chat  and 
finally  played  right  into  the  hands  of  our  enemies  who  were  at  home 
and  abroad  trying  to  keep  us  out  of  China. 

General  Marshall  was  sent  to  China  with  Wallaceonian  instructions 
to  kiss  the  Communists  and  have  a  love  feast.  What  a  wonderful 
idea  that  was.  We  now  know  the  Chinese  Communists  are  probably 
the  most  higlily  organized  Communists  outside  of  Russia.  So  the 
President  stated  in  public  on  December  1.5,  1945,  announcing  she 
purposes  and  conditions  of  Marshall's  mission  to — first,  establish- 
ment of  a  coalition  government;  and,  second,  disarming  or  integrating 
the  Communist  forces  into  Government  armies,  the  Communists 
themselves  becoming  just  a  political  party  instead  of  an  armed 
rebellion. 
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As  China  moves  toward  peace  and  unity  along  the  lines  described  above,  the 
United  States  wovild  be  prepared  to  assist  the  National  Government  in  every 
reasonable  waj-  to  rehabilitate  the  coiintrj'. 

and  so  fortli. 

The  Communists  knew  then  that  their  job  immediately  was  to 
make  sure  unity  woiikl  not  be  achieved.     They  were  successful. 

All  the  Communists  had  to  do  to  cut  off  American  aid  to  the  Central 
Government,  and  therefore  destroy  it,  was  to  see  to  it  that  China 
did  not  o;et  "peace  and  unity."  Can  it  be  possible  that  this  was  an 
American  idea?     Yes,  it  was — but  just  another  wild  one. 

Never  was  a  great  soldier  sent  on  a  mission  more  hopeless.  The 
cards  were  stacked  against  Marshall  by  people  here  at  home  who  were 
guilty  of  formulating  such  ideas. 

The  statement  should  have  read  "As  China  moves  toward  better 
government,  wider  civil  rights,  greater  democracy,  more  efficiency,  less 
corruption — Ave  will  be  prepared  to  assist  *  *  *."  That  would 
have  been  a  legitimate  set  of  conditions  and  within  the  powder  of  the 
Chinese  Govermnent  to  fidfiU.  But  instead  we  made  impossible 
conditions  placing  the  advantage  in  the  hands  of  the  opposition. 

The  only  Wity  to  get  unity  with  Communists  is  to  surrender  to  them. 
Wlmt  right  did  we  have  to  lay  down  such  conditions? 

So  we  failed  and  are  now  reaping  the  harvest  of  that  failure.  That 
failure  will  cause  a  total  collapse  of  China  unless  we- make  sure  that 
what  we  do  now  is  fully  constructive;  unless  we  actually  embark  on  a 
real  recovery  program.  If  we  fail  now,  it  is  certain  to  result  in  the 
following: 

1.  It  will  bring  the  enormous  resources  and  manpower  of  China 
under  control  of  a  ruthlessly  efficient  and  totalitarian  Communist 
goverimient  subservient  to  Soviet  Russia. 

2.  It  will  make  impossible  the  restoration  for  Japan  and  Korea  of 
their  prewar  pattern  of  trade  with  China  which  is  absolutely  essential 
if  they  are  to  become  self-sustaining  and  secure  without  receiving 
hundreds  of  millions  of  American  dollars  every  year  and  being  de- 
fended for  an  indefinite  period  by  American  soldiers. 

3.  It  will  drastically  reduce  in  Asia  the  prestige  and  influence  of 
China's  supposed  allies,  the  western  democracies,  especially  the 
United  States;  it  will  greatly  accelerate  the  already  rapid  spread  of 
Soviet  influence  in  Korea,  southeast  Asia,  India,  and  the  Philippines, 
and  dishearten  democratic  forces  there. 

4.  It  will  make  it  impossible  for  certain  European  countries,  especi- 
ally England,  France,  and  Holland,  to  restore  their  prewar  pattern 
of  trade  with  Asia,  thereby  endangering  the  success  of  the  Alarshall 
plan  in  Europe. 

5.  It  will  give  Russia  satellites  and  security  all  along  her  Asiatic 
front;  enable  her  to  take  bolder  and  more  aggressive  action  against 
us  in  Em-ope,  relieve  her  of  the  necessity  of  fighting  on  two  fronts 
in  the  event  of  war,  and  thereby  enormously  increase  the  danger  of 
such  a  war.  Furthermore,  it  will  greatly  increase  the  difficulty  of 
our  winning  such  a  war,  if  it  came,  or  even  of  surviving  it. 

We  cannot  escape  the  following  conclusions: 

1.  It  is  much  sounder  and  involves  much  less  risk  to  build  on  the 
existing  Government  in  China  than  to  have  it  collapse  with  completely 
incalculable  risks,  or  to  have  a  Communist  victory.     Our  choice  is 
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not  between  the  present  Government  of  China  and  something  better; 
it  i?  between  the  present  Government  of  China  and  something 
infinitely  worse. 

2.  Immediate  economic  or  financial  measures  can  help  China  greatly 
in  the  present  period  of  strain,  but  they  cannot  solve  the  situation 
until  the  militar}^  drain  on  China's  money,  resources,  efforts,  and 
morale  can  be  reduced,  and  initil  the  communications  destroyed  by 
the  Communists  can  be  restored.  These  objectives  can  be  accom- 
plished only  by  defeating  and  disarming  the  Communists  south  of  the 
Great  "Wall  and  at  least  holding  present  positions  in  the  north. 

3.  The  Communists  cannot  be  defeated  in  China  without  United 
States  help,  any  more  than  they  can  be  in  Greece.  Therefore,  United 
States  help  to  be  successful  must  be  military  as  well  as  moral  and 
economic. 

By  military,  I  mean  using  the  funds  voted  by  Congress  only  as  a 
base  to  be  expanded  10  times  by  recommissioning  small  arms  and 
ammunition  and  pouring  them  into  the  hands  of  those  who  are  right 
now  fighting  our  battles.  This  little  pittance  now  voted  must  not 
be  wasted  but  expanded,  nourished,  revolved  and  by  so  doing  make 
it  possible  for  us  to  help  our  long  suffering  ally  regain  what  she  has 
lost  due  to  our  failures.  Use  the  best  sin-plus  ammunition  we  have 
right  now  and  stop  holding  back.  Make  sure  that  unserviceable 
materials  are  not  substituted  for  that  material  needed  for  this  effort. 
Further,  we  must  expand  the  program  of  training  in  China  and  greatly 
enlarge  the  supply  supervision  to  insure  that  annnunition  does  arrive 
at  all  fronts  and  that  it  is  expended.  Most  certainly  we  have  done 
so  in  oin-  own  Army  and  China  needs  our  help  to  show  her  how  to  do  it 
well.  The  advice  mxUst  be  at  all  levels  and  not  in  the  rear  or  only  at 
the  top. 

By  moral,  it  is  high  time  that  we  make  a  forthright  statement  of 
absolute  support  of  the  Chinese  Government  in  its  struggle  against  the 
attempts  of  the  Communists  to  destroy  it  and  do  so  immediately. 

By  economic,  I  mean  providing,  under  adequate  safeguards,  im- 
mediate American  economic  assistance  for  coastal  cities  as  grants; 
loans  for  reconstruction,  and  technical  personnel  to  help  supervise 
reconstruction ;  help  the  Chinese  Government  balance  its  international 
payments,  stabilize  its  currency,  and  develop  sound  self-liquidating 
reconstruction  projects  of  great  importance  to  the  Nation's  economy. 
Eighty  percent  of  this  expenditure  will  be  repaid. 

4.  Once  this  program  is  put  in  motion,  China  can  then  recover  and 
soon  without  any  further  grants  from  us  move  into  one  of  the  most 
virile  economic  situations  in  the  world  because  her  economy  is  basic- 
ally sound.  The  country  is  practically  selfsufficient  in  food,  fuel, 
fibers,  and  essential  raw  materials,  and  the  people  have  enormous 
industry  and  vitality. 

5.  However,  even  with  all  this  information  before  them,  both  the 
Foreign  Affairs  Committee  of  the  House  and  the  Foreign  Relations 
Committee  of  the  Senate  were  so  limited  in  the  time  given  to  them 
that  they  could  not  hear  the  actual  details  of  this  China  recovery 
program  or  stxuly  it;  but  they  made  a  magnificient  flourish  and  voted 
to  authorize  funds  entirely  insufficient  to  carry  out  a  real  recovery 
program.  All  that  they  accomplished  was  to  force  the  same  old 
method  of  poming  money  dowTi  the  shopworn  rathole- — mention  of 
which  we  ars  all  tired.     No  provision  has  been  made  due  to  lack  of 
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time  for  tlie  bandlina:  of  Cliinose  infiation  or  the  civil  war,  and  nothing 
has  been  done  to  advis(>  v^ou  of  those  reconstruction  projects  which 
are  vital  to  pioduce  the  bare  backbone  of  Chinese  economy  and  to 
close  the  economic  vacuum  behind  the  armies.  You  have  had  handed 
over  to  you  just  what  the  State  Department  was  forced  to  put  on 
paper  most  rehictantly.  You  have  been  handed  two  specific  items 
as  I  read  the  law:  1.  $125,000,000  for  the  Chinese  Government  to  do 
as  it  pleases  with  and  possibly  to  be  used  for  war  supplies,  and  then 
the  formation  of  an  agricultural  commission;  2.  The  rest  is  just 
dumped  in  yoiu-  laps— with  the  State  Department  language  written 
into  both  reports  as  directives  to  dump  certain  commo(hties,  including 
tobacco,  into  China.  This  I  predict  will  ruin  her  economy  forthwith. 
Added  to  all  this,  there  seems  to  me  to  be  a  sly  implication  that  we 
begrudgingly  hope  the  fust  item  will  be  used  for  ammunition  but 
"who  cares" — we  intend  to  leave  China  out  and  build  up  our  European 
flank  but  someone  forced  us  to  do  something.  At  any  rate,  that  is 
the  State  Department's  attempt  at  giving  you  a  schedule. 

Colonel  PiRNiE.  With  reference  to  the  currency  situation:  I  do  not 
profess  to  be  an  expert  in  currency  matters,  but  there  arc  those  people 
who  do  know,  and  it  does  seem  to  me  that  this  group  of  Senators  and 
Congressmen  ought  to  get  together  in  a  joint  committee;  and  they 
certainly  could  do  something  along  that  line. 

RECOMMENDATION    FOR    IMMEDIATE    RELIEF    IN    CHINA 

Then  in  carrying  on  the  immediate  relief  in  China,  I  cut  the  figure 
away  down  from  what  they  had  in  the  State  Department,  to  a  very 
low  figure,  because — ■ — - 

The  Chairman.  To  what  did  vou  cut  it? 

Colonel  PiRNiE.  I  cut  it  to  $131,000,000. 

PLAN  FOR  CHINA  RECOVERY  PROGRAM 

The  Chairman.  I  would  like  to  have  you  tell  us  for  the  record,  if 
you  could,  just  exactly  what  your  plan  would  be  in  juab  as  few  words 
as  you  could. 

(The  following  statement  was  submitted  for  the  record:) 

Minimum   Appropriations   Necessary   for   "a  China   Recovery   Program" 

Using  "A  China  Recovery  Program."  by  W.  Bruce  Pirnie,  as  presented  before 
the  House  Committee  on  Foreign  Affairs,  on  March  2,  1948,  as  a  basis  for  making 
recommendations  concerning  economic  aid  to  China,  which  has  been  passed  by 
Congress,  involving  a  total  of  $338,000,000 — we  recommend  the  following: 

I.  Immediate  economic  assistance  program 

This  takes  the  place  of  the  "Relief  Program"  submitted  by  the  State  Depart- 
ment which  amounted  to  $510,000,000.  We  recommend  however,  that  this 
program  provide  for  $131,927,000  in  the  following  manner: 

1.  $31,625,000  for  the  procurement  of  275,000  metric  tons  of  food  to  be  shipped 
to  China.  This  food  should  be  sold  in  urban  centers  at  a  stipulated  price  and  the 
proceeds  from  such  sale  to  be  donated  to  the  farmers  to  be  applied  to  dike  repair, 
well  digging  and  irrigation  in  the  rural  districts.  This  aid,  therefore,  would  be 
a  grant. 

2.  $22,500,000  as  loan  for  the  j^rocurement  of  cotton  for  textile  factories. 

3.  $23,557,000  as  a  loan  for  the  procurement  of  gasoline,  kerosene,  and  liquid 
fuel. 

4.  .$43,000,000  as  a  loan  for  the  procurement  of  metals,  machinery,  tools,  and 
replacement  articles  necessary  for  the  restoration  of  fuel  and  power  operations 
and  export  industries. 
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5.  $6,250,000  for  the  purchase  of  chemical  fertilizers  to  be  given  free  to  the 
Chinese  farmers. 

6.  585,000,000  of  medical  supj^lies  and  equipment.  Of  this  $4,000,000  is  for 
1,000  county  hospitals  (Wei  Sen  Yuan)  and  the  balance  to  deserving  city  hospitals. 
This  also  would  be  a  grant. 

The  total  appropriation  for  this  "Immediate  Economic  Assistance  Program" 
would  be— $131,927,000. 


$41,875.000— Grants 
89,057,000— Loans 
The  latter  to  be  returned  to  The  China  Corporation  (to  be  formed)  as  a  revolving 
fund. 

//.   Agriculture  and  water  development  program 

The  projects  selected  under  this  program  are  designed  to  assist  the  Chinese 
farmers  (who  constitute  more  than  80  percent  of  the  population)  to  solve  their 
deep-seated  problems,  to  improve  their  lot  and  to  increase  their  efficiency  in  crop 
production. 

It  is  recommended  that  the  work  be  started  in  South  China  which  has  a  total 
population  of  more  than  220,000,000  people  and  then  be  extended  to  Central  and 
North  China,  if  and  when  political  and  military  situation  permits. 

The  projects  are: 

1.  The  development  of  the  fertilizer  industry. — China  must  have  sufficient 
fertilizer  to  enable  her  farmers  to  produce  more  from  the  land.  The  vmder- 
fertilized  condition  of  her  cultivated  areas  is  too-well  known.  In  view  of  what 
UNRRA  has  already  done  to  rehabilitate  some  of  her  fertilizer  factories  damaged 
by  the  Japanese,  it  is  recommended  that  we  (1)  allocate  $3,000,000  to  help  re- 
habilitate and  to  expand  some  of  the  existing  fertilizer  factories  in  South  and 
Central  China  and  (2)  use  $3,000,000  more  to  establish  in  large  cities  special 
fertilizer  plants,  using  bacterial  processes,  for  the  disposal  of  manicipal  wastes 
and  for  converting  them  into  sanitary  organic  fertilizer — the  kind  of  fertilizer 
which  the  Chinese  farmers  have  been  using  for  centuries. 

2.  Insect  and,  plant  disease  control  project. — It  is  recommended  that  $3,000,000 
be  allocated  for  the  manufacture  of  insecticides  and  fimgicides  for  controlling 
insects  and  diseases  in  the  rural  districts.  Such  chemicals  will  be  sold  to  the 
farmers  at  very  low  prices. 

3.  Improved  plant  seeds  and  animal  breeds  project. — This  is  to  assist  in  the  work 
of  improving  special  selected  varieties  of  crops  and  breeds  and  of  extending 
them  to  the  farmers,  in  order  to  increase  their  yield  and  income.  For  this,  we 
recommend  $4,000,000.  The  selected  varieties  will  be  sold  to  the  farmers  at 
cost  price. 

4.  Farm  implement  project. — For  this  project  it  is  recommended  that  we 
allocate  $5,000,000  for  the  manufacture  of  small  pumps,  ploughs  and  hand  tools 
that  are  simple,  inexpensive  and  adapted  to  the  small  farm  holdings  in  Rural 
China.  For  this  work,  we  recommend  active  cooperation  with  existing  govern- 
ment and  private  agencies. 

5.  Kwangtung  Pearl  River  and  Han  River  reclamation  project. — This  is  to  reclaim 
and  to  manage  two  tracts  of  delta  land  of  about  500,000  acres  in  size,  located  at 
the  mouth  of  the  Pearl  and  Han  Rivers. 

Kwangtung  Province,  with  a  population  of  34,000,000  people,  consumes  about 
70  percent  of  all  the  imported  rice  into  China.  If  this  area  of  500,000  acres  of 
delta  land  is  properly  reclaimed  and  managed,  it  will  produce  enough  rice  to  take 
care  of  annual  shortage  of  rice  for  the  province. 

For  this  project  it  is  recommended  that  we  allocate  $20,000,000.  (The 
Kwangtung  Provincial  Government  will  he  contracted  with  to  collect  the  tax 
on  the  increased  production  from  the  land  to  be  returned  to  the  Agricultural 
Commission  for  a  revolving  fund.) 

6.  Shun-tek  silk  project. — Shun-tek  is  the  center  of  silk  industry  in  South 
China.  The  industry,  however,  was  completely  destroyed  by  the  Japanese. 
The  rehabilitation  of  this  industry  will  affect  the  livelihood  of  851,000  people  and 
bring  into  production  more  than  128,000  acres  of  land,  all  suitable  for  mulberry 
plantation.  We  recommend  $5,500,000  for  this  project.  Repay  through  taxes 
from  the  Provincial  Government  from  increased  production. 

7.  Pao-an  development  project. — This  Pao-an  district  is  one  of  the  worst  damaged 
districts  in  South  China.  This  project  affects  the  livelihood  of  some  250,000 
people  and  will  rehabilitate  an  area  of  625,000  acres  and  more  than  4,000  fishing 
families  in  the  district.     We  recommend  $2,583,000  for  this  project. 

The  total  allotted  for  the  above  mentioned  projects  is  $76,083,000. 
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III.  Industrial  program 

Industrial  development  mu.st  go  hand  in  hand  with  agricultural  reconstruction. 
This  has  been  brought  out  in  "A  China  Recovery  Program." 

The  following  projects  selected  for  immediate  implementation  and  representing 
only  the  backbone  of  Chinese  economy,  will,  when  carried  out,  help  not  only 
facilitate  the  farmers  in  their  methods  of  production,  but  also  hasten  the  industrial- 
ization of  the  country  which  must  come  within  the  next  decade. 

KWANTUNG  PROVINCIAL  RECONSTRUCTION 
[All  fieures  estimated,  subject  to  change.    All  suras  in  United  States  millions  of  dollars] 


Item 


Total 
invest- 
ment 


United 
States 

invest- 
ment 


Chinese 
invest- 
ment 


Gross 

sales 

yearly 


Net 
profit 

indi- 
cated 


3  .sugar  rpfinories 

]  fertilizer  plant 

1  paper  mill 

2  cement  plants,  1,000  tons  i^er  day.. 

Textile,  40,000  spindle  mill,  ramie,  silk,  cotton,  jute. 

Steam  power.  Canton.  _ 

Mining  coal.  2,000  tons  daily  Dog  Teeth  Cave  in 
stages  of  development 

Canton  Harbor:  Partners.  Central  and  Provincial 
Governments  and  U.  C.  A.  I.,  Federal,  Inc., 
U.  S.  A.,  United  States  and  Chinese  capital 

Grand  total 


7.0 
20.0 
1.75 
5.0 
6.5 
10.0 

3.0 


10.8 


4.6 
15.0 
1.25 
4.0 
4.5 
6.0 

2.0 


.5.8 


2.4 
5.0 
.5 
1.0 
2.0 
4.0 

1.0 


5.0 


8.5 
4.0 
2.0 
8.5 
15.0 


4.0 
1.2 
.65 
2.5 
4.0 


5.2 


168.0 


23.9 


64.05 


43.15 


20.90 


111.2 


17.05 


'  Value  of  foods  handled. 


2  Revenue  alone. 


KWANGSI     PROVINCIAL      RECONSTRUCTION     BY     UNITED      CHINESE-AMERICAN 
INDUSTRIES,  FEDERAL  INCORPORATED,  U.  S.  A. 


2  tung-oil  refineries,  Nanning  and  Liuchow  (project 
to  grow  on  cooperative  plan).  .             .        

3.0 

.30.0 
2.5 

1.5 

2.0 

10.0 
1.5 

1.0 

1.0 

20.0 
1.0 

.5 

6.0 

6.0 
4.0 

5.0 

2  0 

Hydroelectric    power    and    irrigation,    Provincial 
Government  estimate.       ..      ..     ... 

3.1 

Cement  plant,  Liuchow,  capacity  1,000  tons 

Coal,  tin,  and  tungsten,  Pat-Poi,  estimated  without 
any  survey    .      ... 

1.26 

Sugar  refineries,  300-ton,  to  develop  into  3,600-ton 
mills  in  4  years: 
Kweiping 

1.4 
1.4 
1.4 
1.4 

1.0 
1.0 
1.0 
1.0 

.4 
.4 
.4 
.4 

1.3 
1.3 
1.3 
1.3 

33 

Kweishen 

Nanning 

Watlam  .  . 

.33 

.33 

33 

Fertili/pr  plant,  T.jiicbnw 

20.0 
1.8 

15.0 
1.3 

5.0 
.5 

4.0 
2.0 

1  2 

Paper  mill    ...   ..  ...  ..  .  . .  . 

.65 

Grand  total ...  

64.4 

34.8 

29.6 

32.2 

10  22 

Note. — All  above  projects  interrelated,  interdependent,  and  foreign-exchange  saving. 
HUNAN  AND  HUPEH  PROVINCES  RECONSTRUCTION 


To  be  named. 


120 


80 


40 


IV.    Transportation  and  communication  program 

This  is  essentially  a  rehabilitation  program.  Thi,>  is  planned  to  assist,  in  a 
small  way,  the  Chinese  Government  which  we  understand  has  already  formulated 
a  program. 

In  ''.A.  China  Recovery  Program."  a  sum  of  $138,680,000  has  been  recommended 
to  match  what  the  Chinese  Government,  through  their  .Ministry  of  Communica- 
tions, ha--  planned  for  the  carrying  out  of  this  specific  program.  We  cut  this  total 
•to  $105,000,000  to  be  allocated  as  follows,  it  being  understood,  however,  the 
Ministry  will  make  special  arrangements  for  and  give  priority  to  tlie  trausporta- 
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tlon  of  such  commodities  and  equipment  as  contemplated  under  this  entire  pro- 
gram: 

1.  Railroads $25,  000,  000 

2.  Railroad  equipment 20,  000,  000 

3.  Highways 25,  000,  000 

4.  Airfield  equipment 15,  000,  000 

5.  1'elecommunication 10,  000,  000 

6.  Water  transportation 10,  000,  000 


105,  000,  000 


(For  details  see  exhibit  "E,"  p.  49,  Pixtract  from  hearings  before  the  Com- 
mittee on  Foreign  Affairs  House  of  Representatives,  "A  China  Recovery  Pro- 
gram" by  W.  Bruce  Pirnie.) 

RECAPITULATION 

The  grand  total  budgeted  for  the  four  i^rograms  aforementioned,  which  we 
recommend  for  appropriation  of  funds  necessary  for  their  implementation,  will 
therefore  be  as  follows: 

1.  Immediate  Economic  Assistance  Progiam $131,  927,  000 

2.  Agriculture  ana  Water  Development  Program 76,  000,  000 

3.  Indu-.trial  Program 20S,  450,  000 

4.  Transportation  and  Communication  Program 105,  000,  000 

Grand  total .- 526,  4S0,  000 

We  have  $388,000,000  for  1  year  for  these  projects.  The  grand  total  called 
for  $526,450,000.  We  argue  that  all  of  these  projects  should  be  negotiated  and 
that  if  the  Chinese  will  meet  the  requirement  that  they  match  about  one-third 
of  the  total  outlay  called  for,  show  good  faith  in  attenipting  to  carry  out  the 
projects,  we  will  give  consideration  to  continuing  the  projects.  The  most  im- 
portant principle  here  is  the  participating  of  the  Chinese  in  the  spirit  of  such  a 
program  which  basically  is  one  of  self  help. 

Out  and  out  grants  should  be  the  exception.  Loans  should  be  the  rule  and 
they  must  and  can  be  loans  for  which  there  will  be  repayment.  We  are  confident 
the  Chinese  do  not  want  to  accept  a  pauper  program.  They  want  to  go  into  busi- 
ness with  us.  There  are  enough  who  do  to  make  this  a  success  and  consequently 
it  is  strongly  recommended. 

SUMMARY 

The  total  program,  therefore,  recpiires  an  expenditure  of  approximately  $526,- 
1000,000  or  about  2)4  percent  of  what  has  been  proposed  for  the  European  recovery 
program.  Loans  would  be  repaid  in  20  to  25  years,  with  no  payments  required 
for  the  first  5  years. 

ADMINISTRATION 

To  administer  this  program,  a  China  corporation  fthe  Deputy  Administrator's 
corporate  arm),  patterned  after  the  RFC,  should  be  established.  The  operating 
principles  and  structure  of  this  corporation  and  program  should  be  agreed  on  in 
the  bilateral  agreement  with  China  which  must  be  signed.  It  should  have  a 
capital  of  at  least  $250,000,000  subscribed  bv  the  CCA,  and  authoritv  to  borrow 
lip  to  $1,000,000,000  from  the  United  States  Treasury.  Three  Chinese  and  four 
Americans  v/ould  compose  the  board  of  directors.  Its  over-all  functions  and  duties 
would  be  to  observe,  direct,  and  give  effect  to  all  phases  of  this  program,  establish- 
ing individual  commissions  for  each  phase.  Throughout  the  entire  program,  the 
principle  of  joint  participation,  both  in  men  and  resources,  should  be  strictly  ad- 
hered to.  Where  necessar.v,  Central  Government  and  Provincial  Government 
departments  in  China  will  be  used,  but  the  Deputy  Administrator  should  be  under 
obligation  to  utilize  to  the  utmost  the  free-enterprise  system  both  here  and  in 
China,  and  to  develop  this  program  as  a  show-down  between  the  American  free- 
enterprise  system  and  Soviet  planned  economy. 

To  effectively  implement  this  program  and  give  force  to  democracy  in  China, 
the  most  progressive  elements  in  Chinese  society  will  have  to  be  used.  These 
-elements  are  to  be  found  in  the  private  business  class.  Paradoxically  enough,  the 
United  States  (the  most  powerful  free-enterprise  nation  in  the  world)  has  hereto- 
fore pursued  policies  which  have  completely  bypassed  this  group  of  able  and  hard- 
working men.  Previous  policy  has  encouraged,  strengthened,  and  actually  built 
anonstrous  bureaucratic   enterprises   with   our   taxpayer's   money.     The   jungle 
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growth  of  these  outdated  appendages  of  New  Deal  policy  have  all  but  strangled 
private  business  in  China  and  have  won  us  the  enmity  of  the  best  people  in  that 
country.  It  is  these  same  fungus  growths  whirh  have  given  truth  to  the  charges 
of  inefiiciency  and  corruption — and  we  built  them. 

The  Universal  Trading  Corp.,  established  at  the  suggestions  of  Mr.  Morgenthau 
to  act  as  the  official  purchasing  agent  of  the  Chinese  Government,  is  an  example- 
A  New  York  corporation,  with  no  American  stockholders,  capitalized  at  only 
$500,000,  it  nevertheless  controls  virtually  all  traae  between  the  United  States- 
and  China,  acting  as  a  bank  as  well  as  a  buyer  and  seller.  It  is  reported  that  it 
has  reaped  and  is  reaping  a  large  harvest  of  profits  with  American  public  money.. 
In  China  its  counterparts  are  the  China  Vegetable  Oil  Corp.,  the  China  Textile- 
Corp.,  the  Yangtse  River  Co.,  etc. 

The  cure  for  these  ills  is  to  stop  throwing  money  at  them  and  to  direct  it  to 
where  it  will  do  the  most  good — to  the  private  business  class.  In  competition 
with  private  enterprise,  these  monopolies  will  fall  of  their  own  weight. 

To  eliminate  these  mistakes  quietly  and  to  preserve  the  principle  of  joint 
participation,  the  Commission  for  Transport,  Agriculture  and  Industry,  should, 
be  allowed  to  grant  loans  only  to  Siuo- American  management  companies  formed, 
under  the  Chin.a  Trade  Act  of  1922,  as  amended.  Such  companies  must  by  law- 
have  a  majority  of  United  States  citizens  on  the  board  of  directors.  By  the  China 
Trade  Act,  the"^  president  and  treasurer  must  be  United  States  citizens,  resident  in. 
China.  These  management  companies  would  in  turn  sign  maucigenient  contracts- 
with  operating  companies  (also  to  be  form.ed  under  the  China  Trade  Act)  for  each 
project  within  the  management  company's  given  area.  These  management 
contracts  would  provide  for  the  termination  of  each  said  contract  when  the 
principal  and  interest  of  all  United  States  loans  thereunder  was  repaid.  An 
additional  provision  will  be  made  in  the  management  contract  allowing  for 
the  purchase  by  Chinese  of  all  the  United  States  ow^ned  assets  when  the  manage- 
ment contract  is  terminated  as  above. 

All  companies  (management  and  operating)  must  have  a  joint  capital  structure^ 
hi  the  ratio  of  approximately  United  States  $1,000  by  Chinese  to  United  States- 
$2  American. 

This  program,  as  a  whole  and  in  part,  is  uniquely  American,  since  it  affords  an 
opportunity  for  mutual  effort,  sacrifice,  and  cooperation;  provides  for  eventual  full 
ownership  of  all  projects  by  Chinese;  insures  proper  training  for  the  Chinese  to  run 
their  economy,  and  above  all,  makes  optimum  use  of  the  best  elements  in  China, 
and  the  most  efficient  in  the  United  States. 

Foreign  capital  developed  the  United  States  and  was  bought  out.  The  same- 
can  be  done  in  China  which  is  young  in  spirit,  undeveloped,  and  eager  to  learn  and 
work.  The  details  are  as  important  as  the  over-all  plan ;  neither  will  work  without 
the  other  and  it  is  imperative  that  the  United  States  adopt  the  workable  policy 
and  program  now  or  we  lose  the  battle  of  the  Pacific. 

CONCLUSIONS 

1.  It  should  be  understood  that  the  "guiding  principles"^  as  suggested  in  A 
China  Recovery  Program  by  W.  Bruce  Pirnie,  will  be  observed  in  the  application 
and  administration  of  all  economic  aid  to  China. 

2.  To  facilitate  the  gradual  extension  of  economic  aid  to  central  and  north 
China  during  the  first  few  years,  it  is  concluded  that  the  repayments  of  these 
project  loans  will  be  extended  through  a  "revolving  fund"  for  such  extension  work 
as  needs  to  be  carried  out. 

3.  Since  the  reorganization  of  the  present  Chinese  currency  is  of  such  importance 
to  the  entire  economy  of  the  country,  and  since  most  of  the  projects  recommended 
above  cannot  be  effectively  and  efficientl}'  implemented  without  a  stable  currency 
in  the  country,  it  is  here  concluded  that 

4.  The  Chinese  currency  should  be  reorganized  at  once  by  a  subcommittee 
from  the  Joint  Committee  on  Foreign  Economic  Cooperation. 

It  is  recommended  that: 

1.  The  China  Corporation  with  $250,000,000  as  the  corporate  arm  of  the. 
Deputv  Administrator  for  China  be  formed  immediatelv. 

2.  The  remaining  $88,000,000  will  offset  the  $50,00(3,000  advanced  by  RFC' 
for  emergency  food,  supplies,  etc.,  $38,000,000  a  backlog  for  other  worthy  projects? 

3.  An  alternate  plan  would  place  all  funds  in  the  Corporation.  This  wouid^ 
make  the  capital  $338,000,000. 

4.  The  China  Corporation  follow  the  administrative  machinery  described  on 
page  19  of  a  China  Recovery  Program.  Substitute  the  word  "(Thuia  Corpora- 
tion" for  China-American  Reconstruction  Authority. 
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5.  All  amendment  to  the  present  law  be  requested  of  Congress  later  to  give  the 
Corporation  permission  to  borrow  not  more  than  $1,000,000,000. 

Chinese  Currency  Reform 
(By  W.  Bruce  Pirnie) 

The  Chinese  dollar  whicli  before  the  war  was  valued  at  CN$3  to  US$1  is  now 
valued  at  CN$750,000  to  US$1.  Inflationary  spurts  are  occurring  at  shorter  and 
shorter  intervals  causing  a  complete  break-down  of  business  and  banking.  The 
farmers  refuse  to  sell  and  this  normally  self-sufficient  country  starves.  Effective 
taxation  is  impossible.     Wages  are  constantly  behind  prices. 

With  no  central  banking  system  a  managed  deflation  is  impossible. 

While  the  average  Chinese  citizen  is  interested  primarily  in  silver  money  and 
will  demand  silver  rather  than  paper,  it  might  be  advisable  to  include  gold  along 
with  silver  in  any  plan  for  a  new  currency  system  for  China. 

A  silver  standard  would  be  entirely  suitable  and  sufficient  for  China's  future 
currency  system  and  would  operate  as  efficiently  and  as  satisfactorily  as  a  gold 
standard  provided  the  United  States  Government  would  cooperate  in  maintaining 
a  stable  world  price  for  silver.  Fluctuations  make  difficult  and  intricate  the  settle- 
ment of  foreign  exchange  transactions  and  balances  of  payment.  It  would  not 
be  difficult  for  the  United  States  Government  alone  to  maintain  a  stable  world 
price  for  silver  by  following  the  same  policy  as  it  pursued  in  the  case  of  gold. 

A  bilateral  agreement  between  the  United  States  Government  and  the  Republic 
of  China  designed  to  effectuate  a  stable  world  price  for  silver  is  desirable.  Such 
an  agreement  could  be  extended  multilaterally  to  include  other  Governments, 
such  as  India  as  signatories,  and  any  other  coimtries  whose  people  prefer  silver 
money  to  other  kinds. 

In  the  absence  of  a  means  for  stabilizing  the  world  price  of  silver,  the  Refjublic 
of  China  would  find  it  advantageous  to  use  gold  in  the  settlement  of  trade  balances 
with  other  countries  and  in  support  of  a  portion  of  her  domestic  paper  currency 
and  central  bank  deposits. 

If  both  gold  and  silver  are  to  be  included  in  China's  new  currency  system,  a 
price  for  each  metal  should  be  established  and  maintained  independently  of  the 
other  metal.  No  attempt  should  be  made  at  tliis  time  to  establish  prices  for  both 
metals  on  a  basis  of  their  production  ratio.  Silver  as  well  as  gold  has  a  profound 
attraction  for  speculators  and  brings  a  higher  price  in  foreign  bullion  markets 
than  in  United  States.  The  United  States  market  is  dominated  largely  by  indus- 
trial groups  who  depend  almost  entirely  on  silver  imports  for  their  supply  of  the 
metal. 

While  75  percent  of  the  world's  production  of  silver  is  produced  in  the  Western 
Hemisphere  there  is  not  established  anywhere  in  the  hemisphere  a  free  market 
where  gold  and  silver  may  be  bought  and  sold  without  restriction.  Once  restric- 
tions are  removed  the  true  value  of  these  metals  could  be  determined. 

If  both  gold  and  silver  are  to  be  included  in  China's  currency  system,  it  would 
be  desirable  to  set  it  upon  a  ratio  of  3  to  1 — that  is,  three  times  as  much  gold  as 
silver.  Paper  money  could  be  issued  against  some  of  the  gold  but  not  be  made 
redeemable  in  gold.  Contraril}^,  any  paper  currency  issued  against  silver  should 
be  made  redeemable  in  silver.  All  gold  and  silver  currencies  in  the  new  system 
should  be  made  legal  tender  for  all  debts,  public  and  private. 

It  is  reUably  reported  that  the  Republic  of  China  owns  between  $7.5,000,000 
and  $100,000,000  of  gold  and  between  30,000,000  and  40,000,000  ounces  of  silver, 
and  that  something  like  $500,000,000  of  gold  and  United  States  dollars  may  be 
owned  by  banks  and  individuals.  These  assets  should  be  made  available  to  the 
Republic  of  China  for  use  in  establishing  a  new  currency  system. 

The  United  States  Government  has  on  hand  more  than  twice  the  amount  of 
gold  required  to  support  Federal  Reserve  notes  in  circulation  and  Federal  Reserve 
bank  deposits.  Not  more  than  $1,000,000,000  of  gold  and  silver  will  be  needed 
for  China's  new  currency  svstem.  If  the  new  svstem  is  set  up  on  a  basis  of 
$750,000,000  of  gold  and  $250,000,000  of  silver,  the  silver  to  be  coined  and  its 
circulation  guaranteed,  the  difference  between  the  amount  of  gold  now  available 
in  China  and  $750,000,000  should  be  earmarked  in  the  nature  of  a  loan  by  the 
United  States  Government  and  kept  on  deposit  in  the  United  States. 

The  United  States  Government  should  also  make  available  to  China  150,000,000 
ounces  of  nonmonetized  silver,  now  in  the  Treasury  and  uncommitted,  to  be 
coined  at  a  melting  point  of  $1.2929  per  fine  Troj'  ounce  and  shipped  to  China 
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on  a  lend-lease  basis,  and  to  be  returned  to  the  United  States  in  kind  (bullion) 
within  10  years.  At  this  melting  point  150,000,000  ounces  will  produce 
$198,985,000  equivalent  United  States  currency.  Assuming  that  China  now  has 
on  hand  30,000,000  ounces  of  silver,  according  to  reliable  sources,  that  may  be 
available  for  coinage  jjurposes,  this  quantity  would  produce  $38,787,000  equiva- 
lent of  the  United  States  currency,  making  a  total  of  $237,772,000  of  Chinese 
silver  coinage.  United  States  equivalent. 

Further  requirements  would  b(>  met  by  opening  the  Chinese  mint  to  free  coinage 
of  silver.  It  is  estimated  that  there  are  still  in  hiding  in  China  at  least 
1,000,000,000  ounces  of  silver,  which  the  peasants  would  willingly  deliver  to  the 
mint  on  a  free-coinage  basis  if  the  seigniorage  charge  is  limited  to  only  2  or  3  per- 
cent. 

Colonel  PiRNiE.  One  of  the  easiest  and  quickest  ways  to  say  it  is 
with  this  chart. 

(The  chart  is  as  follows:) 
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NEED  FOR  FINANCING  LARGE  PART  OF  PROGRAM  ON  LOAN  BASIS 

Mr.  WiGGLESWORTH.  As  I  Understand  it,  you  want  to  put  a  large 
part  of  tliis  program  on  a  loan  basis  as  distinguislicd  from  a  grant  basis? 

Colonel  PiRNiE.  I  want  to  put  most  of  it  on  a  loan  basis  and  put 
this  money  into  a  revolving  fund  and  not  just  spread  it  out  in  a  large 
amount  of  commodities  which  will  break  the  market  of  the  agricultural 
part  of  China.     The  break-down  which  I  had  on  that  was  tliis. 

The  Chairman.  Do  you  have  additional  copies  of  that? 

Colonel  PiRNiE.  Yes,  sir,  I  have  copies  for  everybody.  I  will  give 
you  a  quick  break-down  of  this  thing. 

IMMEDIATE    ECONOMIC    ASSISTANCE    PROGRAM 

Immediate  economic  assistance  program.  This  takes  the  place  of 
the  relief  program  submitted  by  the  State  Department  which  amounted 
to  $510,000,000.  We  recommend  however,  that  this  program  provide 
for  $131,927,000,  in  the  following  manner: 

1.  $31,625,000  for  the  procurement  of  275,000  metric  tons  of  food 
to  be  shipped  to  China.  This  food  should  be  sold  in  urban  centers 
at  a  stipulated  price  and  the  proceeds  from  such  sale  to  be  donated 
to  the  farmers  to  be  applied  to  dike-repair,  well  digging,  and  irriga- 
tion in  the  rural  districts.     This  aid,  therefore,  would  be  a  grant. 

Mr.  WiGGLESWORTH.  You  mean  the  $31,600,000? 

Colonel  PiRNiE.  Yes,  sir,  the  $31,000,000  w^ould  be  a  grant. 

Air.  WiGGLESWORTH.  Aiid  in  your  opinion  that  would  be  enough 
\o  meet  the  food  requirements  there  for  the  iirst  12  months? 

Colonel  PiRNiE.  It  would,  and  I  am  talking  about  these  coastal 
cities  in  which  you  are  going  to  be  dumping  it. 

2.  $22,500,000  as  a  loan  for  the  procurement  of  cotton  for  textile 
factories. 

3.  $23,557,000  as  a  loan  for  the  procurement  of  gasoline,  kerosene, 
and  liquid  fuel. 

Tlie  Chairman.  How  much  for  that  purpose? 
Colonel  Pirnie.  $23,557,000. 

4.  $43,000,000  as  a  loan  for  the  procurement  of  metals,  machinery, 
tools  and  replacement  articles  necessary  for  the  restoration  of  fuel 
and  power  operations  and  export  industries. 

5.  $6,250,000  for  the  purchase  of  chemical  fertilizers  to  be  given 
free  to  the  Chinese  farmers. 

6.  $5,000,000  of  medical  supplies  and  equipment.  Of  this  $4,000,- 
000  is  for  1,000  county  hospitals — Wei  Sen  Yuan — and  the  balance 
to  deserving  city  hospitals.     This  also  would  be  a  gi'ant. 

Now,  the  total  appropriation  for  this  immediate  economic  assistance 
program  would  be  $131,927,000;  $41,875,000  for  grants,  and  $89,057,^ 
OOO^for  loans,  the  latter  to  be  returned  to  the  Cuina  Corporation,  to 
be  formed,  as  a  revolving  fund.  In  other  words,  we  are  suggesting 
in  the  program  that  the  China  Corporation  be  formed  and  that  the 
money  be  paid  into  them  and  returned  as  a  revolving  fund. 

AGRICULTURE   AND    WATER   DEVELOPMENT    PROGRAM 

Now,  as  to  the  agriculture  and  water  development  program,  the 
projects  selected  under  tliis  program  are  designed  to  assist  the  Chinese 
farmers,  wdio  constitute  more  than  80  percent  of  the  population,  to 
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solve  their  deep-seated  problems,  to  improve  their  lot  and  to  increase 
their  efficiency  in  crop  production. 

It  is  recommended  that  the  work  be  started  in  South  Chma,  which 
has  a  total  population  of  more  than  220,000,000  people,  and  then  be 
extended  to  Central  and  North  China,  if  and  when  the  political  and 
military  situation  permits  it. 

These  projects  are  the  development  of  the  fertilizer  industry. 
China  must  have  sufFicient  fertilizer  to  enable  her  farmers  to  produce 
more  from  the  land.  The  underfertilized  condition  of  her  cultivated 
areas  is  too-well  known. 

Mr.  WiGGLESwoRTH.  Can  you  not  just  give  us  the  framework  of 

this,  so  to  speak? 

Colonel  PiRNTE.  Yes. 

INDUSTRIAL  PROGRAM 

Then  we  have  the  industrial  program,  which  is  mostly  for  sugar 
refineries,  fertilizer  plants,  and  so  forth. 

Mr.  WiGGLESWORTH.  How  much  is  involved  in  that  agricultural 

program  ? 

Colonel  PiRNiE.  $76,083,000— that  is  on  a  loan  basis. 

The  total  allotted  for  the  above-mentioned  project  is  $76,000,000, 
and  the  provinces  will  collect  the  money.  In  other  words,  it  would 
be  paid  from  increased  taxes  on  the  land,  and  the  Commissioner  of 
Keconstruction  in  Kwangtung  Province  assures  me  that  it  can  be  done, 
and  the  Kwangsi  people  say  the  same  thing. 

Now,  your  industrial  program  is  not  an  industrial  program  as  we 
know  it, 'but  it  is  really  a  program  of  building  sugar  plants,  fertilizer 
plants,  a  paper  mill,  cement  plants,  textile  plants,  and  steam  power 
to  run  the  show,  and  mining  coal  and  dredging  Canton  Harbor  so 
you  will  have  an  interior  port  for  China. 

Mr.  WiGGLESWORTH.  You  liave  $208,000,000  in  that  program.  Is 
that  all  on  a  loan  basis? 

Colonel  PiRNiE.  Yes,  sir;  it  is  all  on  a  loan  basis,  every  bit  of  it. 

TRANSPORTATION    AND    COMMUNICATION    PROGRAM 

Next  is  the  transportation  and  communication  program, 
$105,000,000.  That  is  railroads,  railroad  equipment,  highways, 
airfield  equipment,  telecommmiication  and  water  transportation. 

Mr.  WiGGLESWORTH.  Is  that  on  a  loan  basis  too? 

Colonel  PiRNiE.  Yes,  sir;  that  is  on  a  loan  basis.  The  only  gift 
that  I  have  suggested  that  we  can  furnish  are  $41,800,000. 

Mr.  WiGGLESWORTH.   $41,800,000? 

Colonel  PiRNiE.  Yes,  sir,  $41,800,000.  In  other  words,  we  have  a 
total  here  of  $526,450,000,  gentlemen,  to  cover  the  needs  that  are  very 
necessary.  We  have  not  got  the  money  to  do  it  with  right  now.  We 
have,  however,  $338,000,000,  and  maybe  we  could  possibly  start  that 
program  with  this  amount.  It  would  not  take  $338,000,000  the 
first  year,  but  if  you  took  $338,000,000  and  spent  it  on  a  wide  program 
then  the  people  of  China  would  come  up  with  one-third  of  it. 

On  this  loan  basis  I  know  that  there  are  enough  enterprising  people 
in  China  who  have  the  money  to  dig  in  and  put  their  money  on  the 
line.  There  are  a  great  many  people  who  have  made  a  great  deal  of 
money  in  China. 
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Now,  to  summarize  this  total  program,  the  total  program,  there- 
fore, requires  an  expenditure  of  approximately  $526,000,000  or  about 
2%  percent  of  what  has  been  proposed  for  the  European  recovery 
program.  Loans  would  be  repaid  in  20  to  25  years,  with  no  pay- 
ments required  for  the  first  5  years. 

ADMINISTRATION 

Now,  the  administration  of  the  program  is  very  definitely  an  Amer- 
ican idea,  to  form  a  China  corporation,  and  to  pattern  this  after  the 
RFC,  and  underneath  that  corporation  have  management  groups  all 
over  China,  not  in  great  numbers,  probably  five  or  six  of  them  where 
the  Chinese  themselves  would  come  in  directly  50-50  with  us  and  mvest 
with  us.  Your  American  technicians  would  then  go  in  and  provide 
the  enterprise,  and  I  know  perfectly  well  Americans  and  Chinese  will 
€ome  in  on  such  a  basis. 

Then  under  those  companies  will  be  formed  operating  companies, 
all  federally  incorporated  companies,  and  the  Chinese  will  put  up  their 
property,  and  the  Chinese  will  put  up  their  labor  to  help  to  build 
things,  and  we  will  get  them  the  machinery  and  the  technical  know- 
how  to  do  it,  and  when  and  if  they  pay  back  their  loans  then  we  will 
turn  the  whole  thing  over  to  them  and  it  is  theirs,  and  their  economy 
is  in  their  own  hands,  and  that  is  what  we  should  do. 

There  are  several  things  to  look  out  for  in  China  as  it  is  being 
operated  right  now. 

NEED    FOR    USING    BUSINESS    ELEMENTS    OF    CHINESE    SOCIETY 

I  am  woj'king  on  the  private-enterprise  basis  because  to  effectively 
implement  this  program  and  give  force  to  democracy  in  China,  the 
most  progressive  elements  in  Chmese  society  will  have  to  be  used. 
These  elements  are  to  be  found  in  the  private-business  class.  Para- 
doxically enough,  the  United  States,  the  most  powerful  free-enter- 
prise nation  in  the  world,  has  heretofore  pursued  policies  which  have 
completely  bypassed  this  group  of  able  and  hard-working  men.  Pre- 
vious policy  has  encouraged,  strengthened,  and  actually  built  mon- 
strous bureaucratic  enterprises  with  om-  taxpayers'  money.  The 
jungle  growth  of  these  outdated  appendages  of  New  Deal  policy  have 
all  but  strangled  private  business  in  China  and  have  won  us  the  enmity 
of  the  best  people  in  that  country.  It  is  these  same  fungus  growths 
which  have  given  truth  to  the  charges  of  inefficiency  and  corruption, 
and  we  built  them. 

The  Universal  Trading  Co.,  established  at  the  suggestions 
of  Mr.  Morgenthau  to  act  as  the  official  purchasing  agent  of  the 
Chinese  Government,  is  an  example.  A  New  York  corporation, 
with  no  American  stockholders,  capitalized  at  only  $500,000,  it 
nevertheless  controls  virtually  all  trade  between  the  United  States 
and  China,  acting  as  a  bank  as  well  as  a  buyer  and  seller,  and  it  is 
reported  that  it  has  reaped  and  is  reaping  a  large  liarvest  of  profits 
witli  American  public  money.  In  China  its  counterparts  are  the 
China  Vegetable  Oil  Corp.,  the  China  Textile  Corp.,  the  Yangtze 
River  Co.,  and  so  forth,  and  I  think  that  should  be  eliminated,  and 
we  advise  it  strongly. 

Now,  it  seems  to  me  that  it  should  be  understood  that  the  guiding 
principle  suggested  in  this  recovery  program  will  be  followed  very 
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carefully  in  the  application  and  administration  of  all  economic  aid 
to  China. 

To  facilitate  the  gradual  extension  of  economic  aid  to  central  and 
north  China  during  the  first  few  years,  it  is  concluded  that  the  repay- 
ments of  these  project  loans  will  be  extended  through  a  "revolving 
fund"  for  such  extension  work  as  needs  to  be  carried  out. 

IMPORTANCE     OF    REORGANIZATION     OF    PRESENT     CHINESE     CURRENCY 

Since  the  reorganization  of  the  present  Chinese  currency  is  of  such 
importance  to  the  entire  economy  of  the  country,  and  since  most  of 
the  projects  recommended  above  cannot  be  effectively  and  efficiently 
implemented  without  a  stable  currency  in  the  country,  it  is  here  con- 
cluded that  the  Chinese  currency  should  be  reorganized  at  once  by 
a  subcommittee  from  the  Joint  Committee  on  Foreign  Economic 
Cooperation. 

SPECIFIC     RECOMMENDATIONS     FOR     ADMINISTERING     AND     FINANCING 

PROGRAM 

It  is  recommended  that: 

1.  The  China  Corporation  with  $250,000,000  as  the  corporate  arm 
of  the  deputy  administrator  for  China  be  formed  immediately. 

2.  The  remaining  $88,000,000  will  ofi'set  the  $50,000,000  advanced 
by  RFC  for  emergency  food,  supplies,  and  so  forth,  with  $38,000,000 
a  backlog  for  other  worthy  projects. 

3.  An  alternate  plan  would  place  all  funds  in  the  corporation. 
This  would  make  the  capital  $338,000,000. 

4.  The  China  Corporation  follow  the  administrative  machinery 
described  on  page  19  of  a  china  recovery  program.  Substitute  the 
words  "China  Corporation"  for  "China-American  Reconstruction 
Authority." 

5.  An  amendment  to  the  present  law  be  requested  of  Congress 
later  to  give  the  corporation  permission  to  borrow  not  more  than 
$1,000,000,000. 

That,  m  short,  or  long,  is  what  I  have  in  mind,  sir. 
Colonel  PiRNiE.  I  have  been  very  glad  to  come  before  this  com- 
mittee and  hope  that  I  have  been  of  some  assistance. 

QUESTION    AS    TO    REPRESENTATIONS    BY    STATE    DEPARTMENT    UNDER 

COMPULSION 

Mr.  Cannon.  Colonel  Pirnie,  you  said  in  the  begimiing  of  your 
statement  that  certain  representations  were  made  by  the  State  De- 
partment under  compulsion.  What  was  the  nature  of  that  compul- 
sion? 

Colonel  PiRNiE.  The  nature  of  the  compulsion  was  that  we  carry 
out  the  same  program  that  we  had  in  World  War  II,  that  is,  Europe 
first,  and  then  Asia  next,  and  the  Appropriations  Committee,  1 
believe,  of  the  Senate,  and  I  am  not  sure  but  what  you  people  requested 
and  demanded  that  a  State  Department  plan  be  presented  to  the 
Congress  on  China.  That  was  done  and  it  was  promised  on  the  23d 
of  December  that  in  early  January  8  plan  would  be  presented,  but  it 
was  not  presented  until  the  20tli  of  February. 
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Mr.  Cannon.  As  far  as  the  State  Department  is  concerned  you 
think  it  amounted  to  coercion? 

Colonel  PiRNiE.  I  mean  they  had  to  do  it. 

DISCUSSION    OF    POSSIBILITY    OF    INVASION     OF    EUROPE    AND    ASIA     BY 

RUSSIA 

Mr.  Cannon.  You  sa}"-  that  Russia  will  eventually  march  across 
Europe.     How  long  is  that  away? 

Colonel  PiRNiE.  As  a  matter  of  fact  that  is  my  idea,  and  it  is 
problematical  to  know.  Armies  have  been  marching  across  Europe 
so  often  that  I  wonder  if  they  cannot  continue  to  do  so. 

Mr.  Cannon.  Do  you  think  sinniltaneously  it  will  march  across 
Asia,  or  that  the  invasion  of  Asia  would  be  preceded  by  the  invasion 
of  Europe? 

Colonel  PiRNiE.  I  think  that  the  march  across  Asia,  and  I  think  I 
speak  with  definite  experience,  is  a  lot  harder  than  a  march  across 
Europe. 

Mr.  Cannon.  What  is  the  difference? 

Colonel  PiRNiE.  The  difference  is  roads  and  communications  and 
very  mountainous  country.  China  is  the  most  mountainous  place  I 
have  ever  been  in,  and  it  is  the  hardest  place  to  take  and  to  take 
troops  there.  The  Japanese  found  that  out,  and  they  found  out  that 
it  was  very  difficult  to  supply  them  afterward.  I  think  China  is  a 
very  hard  place  to  come  through. 

CAPITAL    TO    BE    FURNISHED    BY    CHINA    UNDER    PROGRAM 

Mr.  Cannon.  In  the  program  which  you  suggest  you  think  China 
will  supply  one-third  of  the  capital  required,  \\liat  will  be  the  source 
of  the  capital,  and  what  would  be  the  nature  of  it;  would  it  be  in  gold? 

Colonel  PiRNiE.  No,  sir.  They  will  furnish  buildings  and  the  labor 
for  the  implementing  of  those  buildings,  and  a  certain  amount  of 
working  capital,  and  it  will  be  in  either  their  money — it  will  be  mostly 
in  their  money,  and  their  money  will  not  be  in  this  currency  that  they 
have  because  I  think  they  use  all  kinds  of  things  for  money.  I  know 
I  pulled  out  of  China  a  great  deal  of  rice,  instead  of  cash  for  their 
troops.  There  is  only  about  $350,t)00,000  or  $400,000,000  in  cash  in 
China  altogether.  It  is  very  limited.  Thev  will  come  up  with  a  great 
deal  of  supplies  and  material,  and  also  there  will  be  considerable 
money  in  Yuan  dollars,  and  there  may  be  some  American  dollars 
because  those  people  have  it. 

Mr.  Cannon.  Do  you  think  under  such  a  contingency  China  could 
be  depended  upon  to  put  up  one-third  of  the  capital? 

Colonel  PiRNiE.  I  certaiidy  do. 

Mr.  Cannon.  That  would  aggregate  about  what  amount  in  Ameri- 
-can  dollars? 

Colonel  PiRNiE.  Well,  it  should  amount  to  a  couple  of  hundred 
million  dollars  for  the  program,  and  I  think  it  can  be  done.  There 
will  be  four  provinces  to  maintain  it,  Kwangtung,  Kwangsi,  Hupeh, 
and  Hunan  and  probably  Fukien  and  Szechuan. 
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QUESTION    AS    TO    COMMUNISTS    REPRESENTING    STATE    DEPARTMENT    IN 

CHINA 

Mr.  Cannon.  As  to  these  Communists  who  represent  the  State 
Department  in  China,  can  you  give  us  on  the  record,  or  off  the  record, 
the  names  of  some  of  them? 

Colonel  PiRNiE.  No,  sir;  I  do  not  think  I  could;  I  do  not  know. 

Mr.  Cannon.  You  do  not  know  their  names? 

Colonel  PiRNiE.  No,  sir;  I  do  not  know  their  names. 

Mr.  Cannon.  What  gave  you  the  impression  that  they  are  Com- 
munists? 

Colonel  PiRNiE.  Well,  it  is  a  program  of  defeatism  that  they  are 
carrying  out,  and  they  are  very  much  against  the  National  Govern- 
ment, or  a  great  many  of  them  are.  Many  did  not  want  to  go  to 
China,  in  the  first  place. 

I  talked  to  one  gentleman  in  Canton,  for  instance,  who  was  in  a 
very  responsible  position.  I  was  sent  to  see  him,  and  he  said:  "You 
are  Colonel  Pirnie;  I  am  glad  to  see  you;  but,"  he  said,  "I  do  not  want 
you  to  feel  badly  if  I  do  not  agree  with  anything  you  want  to  do." 
I  said  to  him,  "Do  you  know  what  I  want  to  do?"  and  he  said  he 
did  not  know  what  I  wanted  to  do.  He  said,  "I  do  not  like  to  be  in 
China,  anyway,  and  I  am  too  old  to  be  here,  and  I  do  not  like  the 
Chinese,  and  I  should  not  be  here." 

Now,  that  is  about  the  caliber  of  a  good  many  fellows  who  did  not 
want  to  go  to  China.  If  you  had  been  paid  in  Chinese  yuan,  as  our 
State  Department  was  over  there,  it  would  be  pretty  hard  to  like 
them.    That  would  bias  you  somewhat. 

Mr.  Stefan.  Do  they  not  give  them  some  preference  in  exchange? 

Colonel  PiRNiE.  If  you  were  to  try  to  keep  up  with  it,  I  am  sorry 
for  you. 

Mr.  Stefan.  Mr.  Butterworth,  what  is  the  situation  as  to  the  pay- 
ment of  our  employees  in  the  Foreign  Service?  Do  we  not  take  into 
consideration  the  depreciation  of  any  currency  in  any  part  of  the  world 
where  they  are  employed? 

Mr.  Butterworth.  Yes,  sir;  they  have  a  right  to  be  paid  in  dollars 
in  the  United  States,  and  we  have  a  special  arrangement  with  the 
Chinese  Government  whereby  their  dollars  are  converted  at  a  special 
official  rate. 

Mr.  Stefan.  I  happen  to  be  chairman  of  the  committee  that  makes 
appropriations  for  the  Foreign  Service  on  that  basis.  We  have  taken 
that  into  consideration,  and  I  have  not  had  any  complaint  from  any 
Foreign  Service  officer  in  any  place  in  the  world  on  that  account. 

Colonel  Pirnie.  Several  of  them  complained  to  me  about  it,  but 
I  did  not  like  to  get  into  it. 

Mr.  Stefan.  If  you  can  give  me  some  information  on  that  I  would 
like  to  have  it,  because  I  have  had  no  complaints  from  anybody 
anywhere  about  that.  We  appropriate  money  on  the  basis  that  we 
give  them  exchange;  and,  as  a  matter  of  fact,  we  give  them  some 
extra  money  where  they  are  located  in  undesirable  places,  and  we 
give  them  extra  clothing  when  they  go  to  a  cold  climate,  and  we  give 
them  extra  clothing  when  they  go  to  a  warm  climate.  We  have  given 
them  allowances  in  money  and  other  things  to  make  it  more  com- 
fortable for  our  Foreign  Service  officers  everywhere  in  the  world.  If 
there  is  any  information  on  that,  let  us  get  it. 

(Discussion  off  the  record.) 


406 

POSITION    OF   STATE    DEPARTMENT   ON    RECOMMENDATIONS    OF   COLONEL 

PIRNIE 

Air.  MooRE.  It  seems  that  our  province  is  to  deal  with  the  act  as 
it  was  passed  by  Congress  and  the  general  intent  as  best  we  can 
interpret  it. 

I  would  be  very  much  interested  to  read  this  and  to  study  it,  but 
it  seems  to  me  that  it  goes  far  beyond  and  would  represent  a  consider- 
able alteration  of  the  China  Aid  Act  and  what  was  intended  in  con- 
nection with  it. 

Air.  Cannon.  Does  your  information  coincide  with  the  factual 
information  which  has  just  been  given  us? 

Air.  AIooRE.  In  Colonel  Pirnie's  testimony? 

Air.  Cannon.  Yes. 

Air.  Moore.  I  sliould  say  that  it  does  not  coincide.  That  does 
not  mean  that  I  would  have  to  disagree  with  every  statement  that 
he  made,  but  there  are  some  statements  that  do  not  coincide  with  our 
present  information.  You  wiU  appreciate,  also,  that  in  the  a(lminis- 
tration  of  this  act  we  are  coming  in  here  to  make  our  own  investigation 
and  to  determine  just  how,  within  the  intent  of  Congress,  this  aid 
should  be  administered,  and  to  be  in  a  position,  presumably,  if  called 
upon  later,  to  give  our  views. 

Air.  Cannon.  In  what  respect  does  it  differ  from  the  information 
which  you  have  had  on  the  Chinese  situation? 

Air.  AIooRE.  If  you  wnnt  me  to  read  this  and  pick  out  some  of  the 
things  in  it,  I  w^ould  be  glad  to  do  so. 

I  would  point  out  that,  basically,  it  disagrees,  in  certain  respects, 
with  the  testimony  which  has  been  given  heretofore  before  the  Foreign 
Affairs  Committee  as  to  what  the  need  is  in  China  and  also  as  to  what 
can  practically  be  done  about  it  at  this  time. 

Now,  the  need  that  has  been  urged  both  before  the  Foreign  Kela- 
tions  Committee  and  which  is  in  this  justification — the  immediate 
need  is  to  help  them  w^tli  their  essential  and  necessary  imports. 
There  is  a  need,  of  course,  to  get  on  with  certain  reconstruction 
projects,  but  their  vital  need  is  for  supplementary  imports  of  food — 
wiieat  and  rice.  There  is  also  a  vital  need  for  supplementary  imports 
of  cotton  in  order  to  keep  their  textile  mills  going.  There  is  a  vital 
need  for  petroleum  and  petroleum  products  in  order  to  keep  their 
industries  and  their  transportation  going. 

We  are  in  agreement  with  the  basic  idea  that  Colonel  Pirnie  has 
about  fertilizer."  There  is  in  this  program  an  allocation  of  $24,000,000 
for  fertilizer  in  order  to  boost  food  production  and  to  help  agriculture. 

Insofar  as  the  tobacco  item  is  concerned  it  w^as  in  the  original 
program  as  an  estimate,  or  as  a  basis  of  consideration  of  this  program, 
stated  at  $28,000,000. 

The  amount  for  tobacco  was  reduced  when  the  15  months'  program 
was  cut  to  12  months'  program,  reduced  to  $23,000,000,  and  it  is  now  in 
here  for  $10,000,000. 

On  the  other  hand,  as  regards  its  effect  on  the  economy  of  China, 
you  will  remember  that  the  tobacco  business  is  one  of  the  largest 
businesses  in  China  and  is  one  of  the  things  that  the  Chinese  Govern- 
ment relies  on  for  revenue,  so  that  to  th(^  extent  that  you  keep  that 
industry  going  you  are  making  for  employment  and  for  revenue  for 
the  Government. 
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QUESTION  AS  TO  ADEQUACY  OF  ESTIMATES  FOR  PROGRAM 

Mr.  Cannon.  May  I  ask  Colonel  Pirnie:  The  Administrator  of 
Economic  Cooperation  has  requested  an  appropriation  of  $338,000,000 
for  economic  aid  in  China.  Do  you  think  the  situation  warrants  the 
appropriation  of  the  money  for  that  purpose,  Colonel  Pirnie? 

Colonel  Pirnie.  Yes,  sir. 

Mr.  Cannon.  You  think  that  amount  will  be  sufficient? 

Colonel  Pirnie.  I  do  not  think  it  will  be  sufficient,  but  I  think  it 
will  be  very  helpful. 

Mr.  Cannon.  How  much  would  you  recommend  for  that  purpose 
for  the  first  year? 

Mr.  Pirnie.  $570,000,000. 

The  Chairman.  You  say  in  here  the  grand  total  that  you  recom- 
mend is  $526,000,000.     Tliat  appears  on  page  5. 

Mr.  Pirnie.  That  is  right. 

The  Chairman.  That  does  not  jibe  with  what  you  have  just  given 
to  Mr.  Cannon. 

Mr.  Pirnie.  \^Tiat  I  gave  Mr.  Cannon  w^as  from  another  program. 

question  as  to  communists  representing  state  department  in 

CHINA 

Mr.  Cannon.  Air.  ]\loore,  I  am  rather  staggered  by  the  suggestion 
that  we  are  represented  abroad  in  a  country — where  one  of  our  prime 
objectives  is  to  combat  communism — by  people  representing  the 
State  Department  who  are  Communists.  ^\liat  is  your  view  on  that 
subject? 

Mr.  MooRE.  I  do  not  know,  of  course,  whether  there  are  any 
Communists  among  the  State  Department's  personnel  in  China.  I 
would  certainly  hope  that  is  not  true.  Insofar  as  we  are  concerned, 
and  I  assume  on  the  part  of  the  State  Department,  as  far  as  it  is  con- 
cerned, any  personnel  that  is  sent  over  there  will  be  screened  very 
carefully  to  see  that  there  are  no  Communists. 

Air.  Cannon.  If  the  Administrator  should  find  such  people  in  his 
organization,  do  you  think  that  he  would  be  in  a  position,  first,  to 
realize  their  communistic  tendencies;  secondly,  would  he  be  in  a 
position  to  dispense  with  their  services;  and  in  the  third  place,  do  you 
think  that  he  would  be  inclined  to  do  so? 

Mr.  MooRE.  To  answer  the  last  question,  I  would  think  so. 

Mr.  Cannon.  The  first  part  of  the  question  is  important,  too. 
Would  he  be  in  a  position  to  recognize  the  presence  of  Communists  in 
his  forces  over  there? 

Mr.  Moore.  Well,  Mr.  Lapham  is  a  very  experienced,  a  very  shrewd 
and  able  man,  and  I  would  assume  he  would  be  very  careful  as  to  the 
people  who  are  in  his  mission. 

Mr.  Cannon.  And  you  think  that  he  would  be  disposed  to  take 
prompt  action  if  he  disco\ered  communism  in  his  organization? 

Mr.  Moore.  Yes. 

Mr.  Butterworth.  Alay  I  vohmteer  a  remark?  I  was  Minister- 
Couns(>lor  in  the  Embassy  at  Nanking  until  I  returned  here  and  took 
over  this  job  in  the  State  Department  in  September,  and  during  my 
tour  of  duty  in  China  naturally  it  was  one  of  my  responsibilities  as 
an  officer  to  determ.ine  whether  there  was  any  disloyalty  among  the 
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Foreign  Service  personnel.     I  did  not  find  any,  and  I  do  not  believe 
there  is  any  there  now. 

The  Chairman.  That  will  be  all  for  this  afternoon. 


Wednesday,  May  19,  1948. 

The  Chairman.  Are  there  any  questions  before  we  go  into  the 
details  of  this?  Do  you  have  ernj  positive  plans  for  an  approach  to 
tliis  proposition,  Mr.  Moore? 

]\Ir.  Moore.  Yes.     Do  you  mean  as  to  the  whole  program? 

The  Chairman.  The  Chinese  program. 

SELECTION    OF    ADMINISTRATOR    FOR    PROGRAM 

Mr.  MooRE.  Yes;  we  have.  As  explained  yesterday,  it  is  very 
important  to  get  the  best  possible  administration  of  this  program  in 
China,  so  one  of  our  first  considerations  was  to  get  the  right  kind  of 
head  of  the  ECA  mission  to  China.  We  considered  many  different 
kinds  of  people.  We  wanted  to  get  a  man  of  stature,  a  man  of  experi- 
ence, a  man  who  would  have  the  public  confidence  of  this  country  and 
also  thereby  have  the  confidence  of  the  people  of  China;  a  man  of 
stature  to  be  able  to  deal  with  the  heads  of  government  in  China  on  a 
proper  basis. 

yVo  were  very  fortunate  in  finding  Mr.  Roger  Lapliam,  the  mayor  of 
San  Francisco.  He  was  just  completing  his  fourth  year  as  mayor, 
and  before  he  could  make  any  commitments  otherwise  w^e  were,  able 
to  get  him  to  accept  as  the  chief  of  the  mission. 

It  is  going  to  be  necessary,  of  course,  that  he  be  surrounded  by 
the  best  help  that  he  can  get,  both  teclmical,  administrative,  and 
people  who  know  a  lot  about  Cliina. 

NEED    FOR    SURVEY    OF    RECONSTRUCTION    PROJECTS 

In  order  to  get  on  with  the  vrork  we  also  cam.e  to  the  conclusion 
that  it  was  higlily  desirable  that  we  get  a  working  group  sent  out 
there  to  make  a  surve}"  of  these  reconstruction  projects. 

As  you  know,  there  are  a  nim:i.ber  of  projects — I  think  perhaps  they 
number  up  to  25  or  more — ^wliich  have  been  proposed  from  tim.e  to 
time  in  Cliina,  which  have  been  documented  up  to  a  certain  point 
but  which  have  not  been  brought  down  to  date  and  which  have  not 
been  considered,  I  think,  in  relation  to  the  present  great  difficulties 
in  China. 

The  Chairman.  How  are  you  going  to  do  much  construction  with 
the  upset  military  picture  there?     I  just  do  not  see  how. 

Mr.  MooRE.  It  is  obvious  that  any  reconstruction  project  that  we 
go  on  with  now  in  China  will  have  to  be  just  south  of  that  area. 

CONDITION    OF   HARBORS 

The  Chairman.  The  harliors  are  not  in  such  bad  shape? 

Mr.  MooRE.  One  of  the  projects,  of  course,  was  to  improve  the 
harbors,  but  with  only  $60,000,000  or  so  to  be  spent,  or  committed 
under  this  projected  program,  we  are  going  to  have  to  choose  very 
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■carefully  only  a  few  projects  and  the  ones  that  will  hold  the  greatest 
promise.  That  does  not  mean  that  yon  can  do  this  overnight,  but 
we  will  have  to  choose  the  ones  that  will  show  the  greatest  promise 
from  the  standpoint  of  the  improvement  of  the  economy  of  China. 

UNITED    POWER    PROJECT 

Among  those  projects  is  the  so-called  United  Power  project,  or 
Shanghai  Power  project,  which  was  to  increase  electricity  and  power 
in  the  industrial  area  of  Shanghai. 

As  you  know,  that  is  one  of  the  important  industrial  areas  of 
China.     It  is  still  not  in  the  Communists  hands. 

Mr.  Stefan.  Who  owns  that  plant  there  now? 

Mr.  Moore.  The  Shanghai  Power  itself  is  owned  by  the  American 
Foreign  Power,  which  is  controlled,  in  turn,  by  the  Electric  Bond 
&  Share  Co. 

The  Chairman.  That  is  too  far  north;  it  is  right  in  the  middle  of 
the  Communist  settlement. 

Mr.  Moore.  No.  That  area  is  below  the  Communists.  Of  course 
you  are  going  to  have  to  take  a  gamble ;  at  least,  you  are  going  to  have 
to  hope  that  the  Chinese  will  be  able  to  take  measures  to  contain  the 
Communists  above  Shanghai.  You  are  taking,  obviously,  some  gam- 
ble, and  you  are  gomg  to  have  to  go  on  the  basis  that  China  will  be 
able  at  least  to  contain  the  Communists  generally  in  the  area  pointed 
out  on  the  map. 

Mr.  WiGGLEswoRTH.  That  is  a  $14,000,000  project  so  far  as  Uncle 
Sam  is  concerned,  and  it  is  estimated  that  it  will  require  from  38  to  42 
months  for  the  delivery  and  installation  of  equipment. 

Mr.  MooRE.  That  is  right. 

coal-mining    PROPERTIES 

Then,  there  are  a  couple  of  coal-mining  properties.  There  has 
been  a  great  shortage  of  coal  due  to  the  disruption  of  transportation, 
loss  of  mines  in  northern  China  and  Manchuria,  and  that  lack  of  coal 
is  crippling  the  economic  recovery  of  Shanghai  and  Hankow  and  other 
prmcipal  industrial  centers  in  central  and  southern  China. 

There  are  two  coal -mining  properties  included  in  the  justifications, 
one  for  $10,000,000  and  $5,000,000  for  the  other. 

CANTON-HANKOW    railroad    PROJECT 

There  is  also  the  Canton-Hankow  Railroad,  which,  as  pointed  out 
here  yesterday,  goes  south  to  Canton,  operating  from  the  important 
river  port  of  Hankow  on  the  Yangtze  River  on  down  to  Canton.  It 
goes  through  rich  agricultural  and  mining  areas.  That  is  quite  a 
large  possible  project. 

The  Chairman.  But  the  northern  part  of  that  is  right  up  there  near 
the  Communists? 

Mr.  MooRE.  The  northern  part  of  it  does  go  up  close  to  that  area. 

The  Chairman.  Right  into  it,  does  it  not? 

Mr.  MooRE.  Yes.  You  may  cut  off  a  few  miles  at  the  north,  but 
if  you  could  maintain  it  at  the  south  it  would  be  very  important  in 
keeping  China  alive. 


409 

I  want  to  emphasize  that  these  projects  that  have  been  put  in  here 
have  to  be  studied  from  the  standpoint  of  theii'  ])ra('ti('abi]ily  today 
and  with  regard  to  what  promise  they  hohl  for  tlie  impi'ovenient  of  tlie 
economy  of  China  and  as  to  how  many  dollars  could  be  allocated. 
It  is  all  going  to  depend  u])on  what  ai'rangements  could  be  made  with 
the  Chinese  Government,  for  contribution  on  their  part  to  these 
projects. 

In  other  words,  it  is  in  that  respect  at  least  that  there  has  to  be  some- 
thing of  a  partnership  arrangement  whereby  we  can  get  labor  and  local 
currency  and  so  on  to  match  American  dollars,  which  presumably 
would  go  largely  for  American  equipment. 

So,  it  was  for  that  reason,  and  in  view  of  the  fact  that  these  projects 
under  this  program  had  to  be  reviewed,  that  we  were  proposing  to  send 
a  reconstruction  sm'vey  group  out  there  as  soon  as  we  could.  For  that 
purpose  we  finally  selected  as  the  man  to  head  it  up  and  get  the  neces- 
sary people  to  go  Charles  Stilhnan. 

PROSPECT    OF   A    LOAN    TO    CHINA 

Air.  WiGGLESWORTH.  Is  it  true,  as  a  matter  of  ]aw%  that  any  part 
of  this  might  be  on  a  loan  basis  within  the  discretion  of  the  Adminis- 
trator? 

Air.  AIooRE.  It  maj-  be  on  a  loan  basis,  and  that  is  something  that 
will  have  to  be  carefidly  considered.  As  you  know,  under  the  law, 
the  determination  of  how  much  shall  be  graT:>t  and  how  much  shall  be 
loan,  is  to  be  determined  hy  the  Administrator  with  the  advice  of  the 
National  Advisory  Council.  Certainly  it  would  be  our  purpose  to 
the  extent  it  is  possible  to  work  out  a  reasonable  basis  for  part  of  it  on 
loan.     That  is  what  we  would  attempt  to  do. 

RtEVAMPING    OF    CHINESE    TAX    SYSTEM 

The  Chairman.  Has  any  survey  been  made,  or  any  thought  given, 
to  what  might  be  raised  in  China  by  a  proper  application  of  the  tax 
system,  because  those  people  who  have  anything  at  all  there  certainly 
should  be  making  their  contribution  toward  saving  China,  their  own 
country.     Has  any  thought  been  given  to  that? 

Air.  AIooRE.  Well,  I  cannot  say  that  we  have  studied  that  situation. 
I  think  that  has  received  a  good  deal  of  consideration  from  time  to 
time  by  the  State  Department  in  their  talks  about  the  things  that 
could  be  done  in  China.  One  of  the  things,  obviously,  that  has  to  be 
looked  into  and  discussed  with  them  is  the  reform  of  their  tax  system, 
getting  them  in  a  position  so  that  they  can  collect  more  revenue, 
because  China's  great  basic  difficulty  today  is  that  it  is  not  raising  by 
taxation,  or  from  any  other  receipts,  but  a  fraction  of  its  budget. 
Seventy  percent  of  their  budget  today  goes  for  civil  war.  They  are 
not  able  to  raise  enough  money  by  taxation  to  cover  more  than 
about  one-third,  as  I  recall,  of  their  internal  budget.  One  of  the 
things  that  we  are  obviously  interested  in  is  how  they  can  reform 
their  tax  s^^stem  in  order  to  raise  more  money. 

Air.  AIahon.  Can  they  float  bonds? 

Air.  AIooRE.  There  is  what  they  call  a  note  issue.  The  note  issue 
has  gone  up  and  it  is  increasing  all  the  time.  They  are  taking  care  of 
their  deficiency  in  their  receipts  by  printing  paper  money. 
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Mr.  Mahon.  Do  they  actually  go  out  as  we  do  and  sell  bonds,  to 
Chinese  citizens,  in  order  to  raise  money  to  help  finance  the  govern- 
ment? 

Mr.  Moore.  I  do  not  know  whether  there  have  been  any  recent 
bond  flotations  or  not. 

Mr.  Thorp.  There  have  been  no  successful  bond  issues.  They  did 
make  an  efi"ort  to  do  it,  but  it  was  not  successful. 

Mr.  Mahon.  Since  they  cannot  raise  enough  mone}^  to  carry  on 
their  operations  by  taxation,  tho\  just  print  the  money? 

Mr.  Moore.  That  is  right.  That  is  what  has  been  done.  For 
how  many  years,  I  do  not  know.  One  of  the  suggestions  that  has 
been  made  is  that  when  we  provide  these  commodities  it  will  be  a  con- 
dition, of  course,  that  they  will  deposit  local  currency  in  an  account 
which  can  be  spent  for  purposes  agreed  upon  by  the  Chinese  Govern- 
ment and  our  Government. 

One  of  the  anti-inflationary  things  you  could  do  would  be  to  take 
that  local  currency  out  of  circulation.  That,  of  course,  is  one  of  the 
things  that  will  have  to  be  considered.  Of  course,  that  local  currency 
will  have  to  be  used  for  administrative  expenses  and  also  for  various 
internal  projects  and  the  rural  reconstruction  program. 

METHOD    OF    DISTRIBUTION    OF    COMMODITIES 

Mr.  Stefan.  How  are  you  going  to  distribute  the  commodities  to 
which  you  are  now  referring? 

Mr.  MooRE.  Regarding  the  food  items,  if  we  could  keep  the  pipe 
lines  open  and  get  the  food  over  there  in  time  to  keep  their  rationing 
system  from  collapsing,  it  is  intended  to  have  the  food  items  distributed 
through  their  rationing  system. 

Mr.  Stefan.  Through  their  regular  place  of  business.  You  will 
turn  this  over  to  the  Government  and  vou  will  supervise  it  under 
the  act? 

Mr.  INIooRE.  Yes;  supervise  it. 

Mr.  Stefan.  For  example,  10  or  12  boats  of  commodities  will  come 
in,  and  then  what  happens?     Give  us  the  mechanics. 

Mr.  Moore.  I  think  that  Mr.  Cleveland  gave  that  yesterda}'-. 

Mr,  Stefan.  Then  there  is  no  use  putting  it  in  the  record  again. 

Mr.  MooRE.  He  traced  that. 

Mr.  Stefan.  I  just  wondered  what  kind  of  an  advisory  set-up  you 
had.  The  mechanics  are  the  same  as  you  have  under  the  aid  to 
Earope,  as  far  as  supervising  it  is  concerned? 

Mr.  Moore.  That  is  right.  There  is  a  great  difference  between 
China,  as  I  understand  it,  and  many  of  tlie  countries  in  Europe.  The 
difference  is  that  China  has  not  worked  out  systems  and  does  not 
have  strong  administration  in  various  areas  to  carry  through  on  it. 
In  Europe  many  of  those  countries  have  systems  and  administration, 
and  so  on,  to  see  that  the  particular  things  get  to  their  destination, 
to  the  end  use. 

Mr.  Stefan.  When  they  get  to  their  destination  in  that  distribution 
program,  there  you  say  the  situation  in  China  is  much  difiVrcnt  than 
any  place  else  in  the  world.  What  percentage  of  those  commodities 
are  eventually  going  to  get  to  the  ultimate  point?  How  much  have 
you  allowed  for  squeezing  and  all  that? 

Mr.  Moore.  It  is  lioped  that  if  this  rationing  system  can  be  main- 
tained over  there  we  will  get  a  very  high  percentage. 
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Mr.  Stefan.  We  know  that  there  is  going  to  be  a  percentage  of 
rake-off. 

Mr.  Moore.  I  think  it  was  estimated  that  90  percent  woiikl  get  to 
the  hoklers  of  ration  cards. 

Mr.  Stefan.  You  are  very  optimistic. 

Mr.  Moore.  That  may  be  too  high  a  percent,  but  tlie  reason  for 
that  hope  is  that  for  the  first  time  the  rationing  system  tliat  they 
€stabhshed  has  been  working  better  and  better  in  the  distribution  of 
the  present  China-aid  supplies. 

For  example,  I  saw  in  last  Sunday's  New  York  Times  an  article 
by  the  Times  correspondent  that  has  been  out  there  a  long  time  in 
which  he  said  that  the  system  was  working  quite  well  and  much 
better  than  anything  had  worked  heretofore. 

Mr.  Stefan.  Better  than  the  UNRRA  program? 

Mr.  Moore.  Much  better  than  the  UNRRA  program. 

Mr.  Stefan.  There  you  found  a  great  deal  of  it  in  the  black  market. 

Mr.  Moore.  Yes. 

ADMINISTRATION    OF    GRANT    UNDER    SECTION    404     (B)     OF    THE    CHINA 

AID    ACT 

Mr.  Stefan.  Who  is  going  to  administer  the  $125,000,000  of 
military  supplies? 

Mr.  MooRE.  Under  the  act  I  assume  whoever  it  would  be  it 
-would  not  be  the  Administrator,  because  the  act  prov^ides  that  the 
$125,000,000  is  to  be  administered  without  respect  to  the  Adminis- 
trator. 

Mr.  Stefan.  You  will  turn  that  over  to  Chiang-Kai  Shek  as  it  is? 

The  Chairman.  I  hope  not. 

Mr.  Stefan.  Tell  us  what  you  are  going  to  do. 

Mr.  Moore.  It  is  not  our  responsibility.  That  does  not  mean  that 
■we  are  trying  to  dodge  any. 

The  Chairman.  \\  iiose  responsibility  is  it? 

Mr.  Thorp.  May  I  speak  on  that? 

Mr.  Stefan.  $300,000,000-plus  will  be  administered  by  ECA  and 
the  $125,000,000  is  to  be  administered  how? 

Mr.  Thorp.  I  have  an  explanation  with  regard  to  that  $125,000,000. 
'The  $125,000,000  is  given  to  the -President. 

Mr.  Stefan.  The  President  of  China? 

Mr.  Thorp.  The  President  of  the  United  States,  and  it  is  our 
expectation  that  he  will  turn  that  over  to  the  Treasury  Department 
to  act  as  disbursing  agent.  The  Treasury  Departmeftt  will  turn  it 
over  to  the  Governnu^it  of  China  on  demand  from  the  Government 
of  China. 

Mr.  Stefan.  In  other  words,  that  is  a  credit  to  the  Chinese  Military 
Government. 

Mr.  Thorp.  For  whatever  purpose  they  wish  to  carry  out  with 
respect  to  it.     If  tlu^y  want  to  spend  it  for  the  military  they  may. 

Mr.  Stefan.  The  Government  of  China  will  have  $125,000,000  for 
military  supplies. 

Mr.  Thorp.  Yes. 

Mr.  Stefan.  And  that  will  be  disbursed  b}^  the  Treasury.  You 
will  not  have  anything  to  do  with  it. 

Mr.  Moore.  Air.  Thorp  is  from  the  State  Department. 
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Mr.  Stefan.  He  is  Assistant  Secretary  of  State,  and  you  are  under 
Mr.  HofTman  in  EGA? 

Mr.  Thorp.  We  are  not  in  either  part  of  the  operations  of  this  Act 
at  all. 

Mr.  Stefan.  Oh,  yes;  you  are  going  to  get  a  little  money  out  of  this. 

Mr.  Thorp.  That  is  good  news  to  me,  but  I  was  not  aware  of  it. 

Mr.  Stefan.  I  will  let  you  know  you  are.  You  might  as  well 
know  it  novv,  if  you  do  not. 

Mr.  Thori  .  Would  you  care  to  have  the  background  on  the 
$125,000,000  at  the  present  time? 

Mr.  Stefan.  I  thought  that  you  knew  something  about  the'financial 
side  of  this  program.  Now  you  are  going  to  tell  us  about  the 
$125,000,000? 

Mr.  Thorp.  Yes. 

Mr.  Stefan.  All  right. 

Mr.  Thorp.  This  $^125,000,000  is  authorized  to  be  appropriated  in 
section  404  (b),  and  is  definitely  separated  from  the  other  funds  by 
certain  conditions  that  are  written  into  the  act;  namely, 

This  .shall  be  on  the  basis  of  grants  on  such  terms  as  the  President  may  determine 
and  without  regard  to  the  provisions  of  the  Economic  Cooperation  Act  of  1948. 

In  the  report  of  th?  conference  comjnittee  concerning  this  section 
it  is  stated  that  of  the  total  authorization  it  was  agreed  that 
$125,000,000  should  be  provided  under  the  language  of  the  Senate 
bill.  And  so  we  have  gone  back  to  the  Senate  version  of  this  portion 
of  the  China  Aid  Act  to  determine  the  intent  witli  respect  to  thi& 
particular  authorization. 

In  the  Senate  Foreign  Relations  Conunittee  report  and  the  debate 
in  the  Senate  on  this  subject,  we  feel  that  their  attitude  is  quite  clear. 
The  committee  report  states  that  the  $125,000,000  grant  is  to  be 
subject  to  "the  administrative  terms  which  the  President  deems 
appropj'iate,"  that  the  grant  is  to  be  used  by  the  Chinese  Government 
"without  any  of  the  conditions  and  controls  which  will  prevail  with 
respect  to  the  expenditure"  of  the  $338,000,000  authorized  imder 
section  404  (a)  of  the  act  and  that  the  committee  does  not  intend  that 
the  "Administrator  of  the  act  should  be  held  responsible  for  this  part 
of  the  bill." 

The  report  further  states  that  the  grant  is  to  be  used  by  the  Chinese 
Government  "on  its  own  option  and  responsibility"  and  "for  whatever 
purpose  decided  upon  by  the  Chinese  Government." 

It  is  the  Department's  view,  based  upon  the  foregoing  and  upon  the 
provisions  of  the  China  Aid  A(^t,  that  it  is  the  intent  of  the  Congress 
that  expenditures  under  this  $125,000,000  grant  be  left  entirely  to 
the  Chinese  Government  without  any  conditions  or  controls,  except 
for  the  administrative  terms  determined  by  the  President. 

Legislative  history  indicates  that  the  phrase  in  the  act  "on  such 
terms  as  the  President  ma}^  determine"  refers  to  procedural  terms  and 
not  the  screening  of  requirements  or  supervision  of  use.  Consequently, 
the  Department  of  State  is  not  in  a  position  at  this  time  to  say  what 
use  the  Chinese  Government  may  make  of  this  grant.  It  should  be 
noted  that  the  original  China-aid  program  as  proposed  by  the  Depart- 
ment called  for  $570,000,000  over  a  15  months'  period,  or  $463,000,000 
for  12  months,  and  that  some  of  the  Chinese  economic  needs  previously 
provided  for  in  the  Department's  proposed  program  should  be  met 
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now  either  from  the  $125,000,000  grant  or  from  existing  assets  of  the 
Chinese  Government  or  in  part  from  both. 

llie  China  aid  pi'ogiam  presented  to  the  Congress  by  the  Depart- 
ment on  February  2(>,  1948,  contained,  of  course,  full  justification  of 
China's  need  for  the  total  amount  of  $570,000,000  to  assist  in  ro.ecting 
its  essential  commodity  import  i-equirements  and  in  initiating  certain 
reconstruction  projects. 

Mr.  Stefan.  That  m.eans,  Mr.  Thorp,  there  are  absolutely  no  strings 
tied  to  the  $125,000,000. 

Mr.  Thorp.  That  is  our  understanding. 

Mr.  Stefan.  And  no  supervision  whatevei-.  There  is  merely  that 
credit  at  the  disposal  of  the  Chinese  Governro.ent,  and  thej^  can  draw- 
on  it  for  whatever  purpose  the.y  wish. 

Mr.  Thorp.  Tliat  is  our  understanding. 

Mr.  Stefan.  And  we  have  absolutely  no  one  there  to  follow  tlu-ough 
with  supervision  on  the  expenditure  of  that  fund. 

Mr.  Thorp.  That  is  our  understanding  of  the  intention  of  the 
Congress. 

Mr.  Stefan.  Is  there  anything  at  all  that  you  know  of  whereby 
they  would  accept  some  suggestions  regarding  the  use  of  the  money 
from  any  expert  source  in  the  United  States?  Our  purpose  in  giving 
them  $125,000,000  is  to  stop  this  move  of  communism  from  the  north 
to  the  south;  is  it  not? 

Mr.  Thorp.  That  is  right. 

Mr.  Stefan'.  We  have  a  stake  in  it.  If  we  would  make  some 
suggestion  as  to  how  we  would  like  to  see  that  money  used;  what 
kinds  of  military  materials  we  would  like  them  to  buy  in  order  to  make 
the  $125,000,000  more  effective  in  the  fight  against  communism,  would 
they  take  tlie  suggestion?  Have  they  asked  for  any?  Have  we 
asked  them  whether  or  not  they  would  receive  an  American  military 
mission  to  give  them  advice? 

Mr.  Thorp.  We  do  have  an  American  military  mission  in  China 
which  gives  them  advice. 

Mr.  Stefan.  Regarding  the  expenditure  of  this  particular  fund? 

Mr.  Thorp.  I  assume  that  it  advises  them  with  respect  to  their 
requirements. 

Mr.  Stefan.  How  much  of  a  military  mission  do  we  have  there? 

Mr.  BuTTERWORTH.  There  are  something  over  1,000,  I  think  about 
1,200  or  1,400. 

Mr.  Stefan.  tMiat  are  theii-  duties  there  now?  For  what  specific 
purpose  are  they  there?     There  must  be  a  reason.     Under  what  law? 

Mr.  Butterworth.  Under  the  President's  emergency  powers  as 
pertain  to  the  Army  and  Air  Force.  Ihe  Navy  has  authority  under 
a  rider  to  its  appropriation  act  of  a  year  ago  to  establish  a  naval 
advisory  grouj).  I  am  not  sure  whether  they  have  actuall}"  taken 
steps  to  consolidate  their  position  under  that  law  or  not  because  the 
Army  requested  the  Navy  a  year  ago  to  delay  acting  under  that  law 
untif  the  omnibus  bill  for  advisory  groups  was  passed  by  both  the 
House  and  the  Senate,  so  that  the  armed  services  could  act  simulta- 
neously on  the  matter. 

I  do  not  think  tliat  the  Navy  has  made  use  of  its  powers  under  that 
appropriation  rider. 

Mr.  Stefan.  Ihey  are  both  there  for  a  specific  purpose,  but  not  for 
the  purpose  of  helping  to  administer  this  $125,000,000. 
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Mr.  BUTTERWORTH.    No. 

j\Ir.  Stefan.  So  they  would  not  be  available  for  that  unless  the 
Government  of  China  asked  them  specifically  to  help  administer  it, 
and  up  to  this  time,  according  to  the  Assistant  Secretary  of  State's 
statement,  the  money  is  not  screened  in  any  manner  whatsoever. 
It  is  up  to  the  Chinese  Government  to  administer  it.  It  is  their 
money.  We  are  just  giving  them  $125,000,000,  and  they  can  draw 
on  the  Treasury  whenever  they  need  it,  but  it  is  understood  it  will 
be  used  for  military  purposes;  is  that  right? 

Mr.  Thorp.  It  is  not  understood  what  the  purposes  necessarily 
should  be. 

Air.  Stefan.  I  thought  it  was  to  be  used  for  the  military. 

Mr.  Thorp.  If  I  may  be  so  bold  as  to  try  to  interpret  what  was  in 
the  minds  of  the  Senate  committee,  I  believe  it  was  their  feeling  that 
they  did  not  wish  expressly  to  underwrite  military  assistance  for 
China,  but  by  freeing  this  sum  from  what  was  clearly  needed,  they 
gave  the  Chinese  Government  the  opportunity  to  use  it  for  military 
purposes,  if  they  wished  to  do  so,  and  in  the  conference  report  it 
expressly  mentions  or  refers  to  it  in  these  words,  "allowing  for  aid  of 
military  character." 

Air.  Stefan.  In  other  words,  they  can  spend  it  for  anything  they 
want  to.  There  are  no  strings  tied  to  it.  It  is  a  wide-open  proposi- 
tion. We  give  them  $125,000,000,  and  they  can  do  whatever  they 
want  to  with  it. 

Mr.  WiGGLESwoRTH.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Stefan.  This  is  for  the  record.  We  are  going  to  give  them 
$125,000,000  to  do  with  what  they  want  and  are  to  ask  no  questions 
about  it.     That  is  what  you  said,  is  it  not? 

Air.  AlooRE.  That  is  right. 

Mr.  Stefan.  And  wdiether  they  make  a  go  of  it  or  not  v,'e  do  not 
know,  and  we  cannot  ask  any  questions  about  it. 

Air.  Thorp.  We  might  even  go  further  by  giving  you  what  was 
said  in  the  Senate,  just  to  quote  what  was  said  by  Senator  A'anden- 
berg  on  Alarch  23,  that — 

This  process  must  be  completely  clear  of  any  implication  that  we  are  under- 
writing the  military  campaign  of  the  Nationalist  Government     *     *     *. 

And  Mr.  Connally  said: 

It  is  in  the  nature  of  an  outright  grant  to  China;  that  this  was  considered  as 
the  best  plan  we  could  bring  about  to  extend  aid  to  China  without  making  hard 
and  fast  commitments  which  we  do  not  feel  it  was  wise  to  make. 

Air.  Stefan.  So  that  there  is  no  control? 

Air.  Thorp.  That  is  the  legislative  history  of  it. 

Mr.  Stefan.  So  we  have  no  control,  that  ends  it,  and  that  is  the 
answer  to  the  question  I  asked. 

Air.  Keefe.  Assuming  the  situation  as  you  have  described  it,  and 
I  assume  that  is  the  law,  if  China  gets  this  credit 

Air.  Thorp.  This  is  a  grant. 

Air.  Keefe.  It  is  a  grant? 

Air.  Thorp.  Yes. 

Mr.  Keefe.  It  is  a  grant  outright  of  $125,000,000  to  do  with  as 
she  wants  to,  and  I  assume  that  she  can  buy  whatever  she  wants, 
wherever  she  wants  to,  or  can  do  anything  else  she  wants  to  do  with 
the  money? 
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Mr.  Thorp.  That  is  right,  except  maybe  in  the  United  States  we 
do  have  some  control. 

Mr.  Keefe.  I  was  just  coming  to  that.  If  she  buys  materials 
with  this  $125,000,000  in  the  United  States  for  export  to  China  the 
export  control  laws  woukl  apply? 

Air.  Thorp.  That  is  right. 

Mr.  Keefe.  To  the  shipment  of  those  goods? 

Mr.  Thorp.  That  is  right. 

Mr.  Keefe.  So  that  the  only  control  that  exists,  so  far  as  the 
United  States  is  concerned  is  the  collateral  element  of  control  that  is 
involved  in  the  shipment  of  goods  that  might  be  purchased  with  this 
money  in  the  United  States  under  the  export  licenses  provided  under 
the  existing  laws;  is  that  right? 

Air.  Thorp.  I  can  think  of  no  other  at  this  time. 

I  might  add  one  more  thing  to  make  sure  the  position  is  clear,  and 
that  is  when  we  presented  the  program  to  the  Senate  committee  it 
was  a  progi-am  which  included  the  $125,000,000,  but  that  was  included 
in  economic  aid.  In  other  words,  we  proposed  what  is  equivalent  to 
$463,000,000  for  economic  aid,  and  we  believe  that  we  thoroughly 
justified  that  much  economic  aid. 

And  what  is  happening  is  that  the  same  total  dollars  have  been 
authorized,  but  $338,000,000  of  that  have  been  definitely  earmarked 
for  the  economic  program,  and  the  other  $125,000,000,  you  might 
say,  is  available  of  the  balance  for  the  economic  program,  but  its  use 
is  to  be  determined  by  the  Chinese  Government. 

Mr.  Stefan.  As  to  the  $338,000,000  for  cereals,  wheat  and  rice, 
cotton,  petroleum  and  petroleum  products,  fertilizer,  tobacco,  metals, 
pharmaceuticals,  coal  and  replacement  articles  for  existing  capital 
equipment,  for  the  reconstruction  projects,  you  have  control  over  that? 

Mr.  Thorp.  The  ECA  has. 

Mr.  Stefan.  The  only  thing  that  State  has  any  interest  in  might 
be  approximately  $72,000  for  housekeeping  purposes,  for  which  the 
ECA  is  not  involved,  but  the  $338,000,000  however,  would  have  to  be 
handled  by  the  ECA? 

Mr.  Moore.  Yes. 

supervision  over  distribution  of  supplies 

Mr.  Stefan.  How  are  you  going  to  determine  what  is  done  with  it; 
how  are  you  going  to  follow  through  the  distribution  of  these  commodi- 
ties? Are  you  going  to  have  a  force  in  China  and  are  you  going  to 
have  some  men  over  here  to  do  that  who  will  follow  it  through? 

Mr.  Moore.  Yes. 

Mr.  Stefan.  How  much  of  a  force  are  you  going  to  have  to  follow 
through  on  this? 

Mr.  Moore.  You  have  the  green  sheet  set-up  covering  the  prospec- 
tive organization. 

estimated  number  of  personnel 

Mr.  Stefan.  How  many  people  do  you  expect  to  have  employed  in 
China  and  how  many  people  at  the  seat  of  government  here? 
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Mr.  Cawley.  I  have  those  figures.  It  is  estimated  that  there  will 
be  36  persons  located  in  Washington  and  a  total  of  147  in  China,  of 
which  25  will  be  alien  employees? 

Mr.  Stefan.  How  many  in  Washington? 

Mr.  Cawley.  Thirty-six. 

Mr.  Stefan.  Thirty-six  in  Washington  and  in  China  how  many? 

Mr.  Cawley.  In  China  147,  of  which  25  will  be  aliens. 

EXTENT  OF  SUPERVISION  CVER  DISTRIBUTION  OF  SUPPLIES 

Mr.  Stefan.  With  147  people  can  you  follow  through  the  adminis- 
tration of  one  of  $338,000,000  program  in  China? 

Mr.  Moore.  Well,  we  hope  so. 

Mr.  Stefan.  How  much  of  that  $338,000,000  do  you  think  will 
actually  reach,  ultimately  reach  the  Chinaman  who  is  going  to  get 
some  rice  or  some  wheat  or  tobacco?  How  much  supervision  do  you 
plan  to  have,  Mr.  Moore? 

Mr.  Moore.  Well  it  is  going  to  be,  obviously,  a  spot  check. 

JVIr.  Stefan.  How  much  of  an  area  are  you  going  to  cover  with 
this  $338,000,000  worth  of  food,  cotton,  and  what-not? 

Mr.  Cleveland.  This  will  cover  the  wh'ble  area  that  is  under  the 
control  of  the  nationalist  government. 

Mr.  Stefan.  How  much  is  that  area;  how  much  oi  the  population 
is  going  to  be  reached? 

Mr.  Cleveland.  The  total  eligible  population  the  total  population 
that  is  under  the  control  of  the  nationalist  government  of  China  is 
about  two-thirds  of  the  total  of  China,  and  the  total  of  China  is  some- 
where between  400  and  450  million  people. 

Mr.  Stefan.  About  two-thirds  of  the  400,000,000  people? 

Mr.  Moore.  About  300,000,000  people,  roughly. 

Mr.  Stefan.  With  $338,000,000  j^ou  are  gomg  to  work  with  over 
300,000,000  people  in  an  area  covering  about  two-thhds  of  China,  and 
with  147  people  do  you  think  you  can  really  admmister  it  and  follow 
the  distribution  over  that  area? 

PROCEDURE  TO  BE  USED  IN  PROGRAM 

Mr.  MooRE.  I  think  it  would  be  helpful  here  to  try  to  give  you  a 
little  picture  of  the  operation. 

Mr.  Stefan.  The  mechanics  of  it? 

Mr.  MooRE.  Yes.  As  you  know,  as  has  been  explained  here,  some- 
thing like  80  percent  of  China  is  agricultural.  That  may  not  mean 
agriculture  in  the  sense  that  we  speak  of  American  agriculture,  but  I 
mean  small  plots  and  everything  that  constitutes  agriculture  in  China, 
which  constitutes  about  80  percent  employment  of  the  Chinese  people. 

Now,  their  food  production,  although  it  has  been  interrupted  by 
the  war  and  the  depletion  of  soil  and  lack  of  fertilizer  and  lack  of  man- 
power because  of  displacement  of  manpower,  and  so  on,  nevertheless 
there  is  a  large  food  production  in  China.  However,  they  do  not  have 
the  proper  distribution  system,  for  the  simple  reason  that  with  the 
back-currency  situation  and  the  instability  in  that,  the  farmers  will 
not  sell  food  for  urban  distribution,  so  that  the  cities  and  the  great 
industrial  areas  of  China  are  suffering  and  are  in  bad  shape. 

Mr.  Stefan.  This  is  to  form  some  incentive  to  do  so? 
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Mr.  AlooRE.  That  is  right. 

In  this  last  China  aid  program.,  and  as  an  example,  so  far  as  food 
was  concerned,  it  went  through  the  ration  program  to  the  large  urban 
populations  in  Shanghai,  and  some  other  cities. 

Air.  Cleveland.  Shanghai,  Nanking,  Canton,  and  Peipiiig  m  the 
north. 

jMr.  Moore.  In  other  words,  they  are  not  only  cut  off  from  their 
normal,  ordinary  supplies  of  food  within  China,  but  they  arc  cut  off 
because  of  distribution,  because  the  farmer  who  raises  rice  or  other 
foods  does  not  have  any  incentive  to  do  so,  or  if  he  produces  does 
not  have  any  incentive  to  deliver  the  foods  from  the  rural  areas  to 
the  big  cities. 

Therefore,  the  Chinese,  in  connection  with  this  last  China  aid 
program,  under  the  procedure  of  the  China  aid  program,  established 
a  ration  S3"stem.  for  the  big  urban  areas,  and  it  has  been  agreed  that 
the  last  thing  we  did  over  there  has  been  increasingly  successful, 
because  of  the  system  established  for  delivery  of  food  through  the 
municipalities  until  it  got  into  the  hands  of  the  urban  consumers. 

Mr.  Stefan.  You  think  that  very  largely  this  will  be  handled 
through  rationing? 

Mr.  MooEE.  We  expect  to  continue  that,  and  to  develop  it,  and 
that  we  will  have  enough  people  to  have  spot  checks  in  all  of  those 
places,  and  even  increase  the  number  of  urban  areas  if  we  can,  but 
to  have  enough  spot  checks  to  see  that  the  thing  is  operatmg,  that 
the  food  gets  into  the  hands  of  the  ration  holders. 

Now,  as  explained,  there  naturally  are  the  industrial  workers,  and 
so  on.  That  is  where  the  food  is  supposed  to  go  by  this  system,  and 
we  hope  to  have  a  sufficient  staff  to  try  to  check  up  m  those  areas 
where  that  is  happening. 

Mr.  Stefan.  And  if  you  find  that  does  not  happen  and  that  the 
system  is  not  working 

Mr.  Moore.  We  hope  we  will  have  someone  strong  enough  at  the 
head  of  it  to  stop  it. 

BACKGROUND  OF  CHIEF  OF  MISSION 

Mr.  Keefe.  Who  is  going  to  head  the  mission  in  China? 

Mr.  MooRE.  Air.  Robert  Lapham,  who  has  just  finished  a  term  as 
mayor  of  the  city  of  San  Francisco. 

I  would  like  to  say  just  here  for  the  record,  that  Air.  Lapham  was 
president,  for  many  years  of  the  American-Hawaiian  Steamship  Co., 
that  operated  between  America  and  Shanghai,  and  traded  with  the 
East.  He  may  not  at  this  moment  be  an  expert  on  China  in  the  sense 
that  someone  who  has  lived  there  for  a  long  time  would  be,  but  after 
all  he  has  carried  on  trade  with  the  East,  for  manj^,  many  years. 

He  was  with  the  Hoover  mission  in  the  last  war  for  a  time,  the 
Hoover  food  mission  abroad.  He  came  down  here  at  the  very  begin- 
ning of  the  defense  efforts  as  one  of  the  members  of  the  National 
Defense  Alediation  Board  set  up  by  the  President,  and  was  one  of  the 
very  able  and  resourceful  members  of  that  Board.  He  was  on  the 
President's  Labor  Alanagement  Conference,  which  at  the  beginning 
of  the  war,  became  the  Labor  Board.  He  was  one  of  the  resourceful 
members  of  that  Board,  and  I  think  for  some  2  years;  he  was  a  very 
ardent  worker,  a  very  resourceful  man. 
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r  Then  he  was  asked  to  come  back  as  the  nonpartisan  candidate  for 
the  mayor  of  San  Francisco,  which  he  did,  and  agreed  to  serve  one 
term,  which  was  a  4-year  term  and  that  was  up  this  April. 

As  mayor  of  San  Francisco,  as  you  know,  he  had  some  big  adminis- 
trative problems,  but  also  some  other  very  difficult  problems. 

He  was  host  to  the  United  Nations  Conference.  We  think  that 
because  of  his  business  experience,  his  background  and  other  experi- 
ence, and  his  stature  that  he  is  particularly  well  adapted  to  head  this 
EGA  mission. 

He  will  be  responsible  for  building  up  the  kind  of  mission  that  will 
do  not  only  the  work  of  carrying  on  the  negotiations  with  the  Chinese 
Government  from  time  to  time,  but  with  reference  to  questions  also 
of  handling  the  administration  of  this  program  and  working  with  the 
Administrator. 

NEED  FOR  AGREEMENT  WITH  AND  COOPERATION  OF  CHINESE 

GOVERNMENT 

Mr.  Keefe.  Has  there  been  an  agreement  entered  into  with  the 
Chinese  Government  as  to  the  method  and  manner  of  administering 
the  EGA  mission  in  China? 

Mr.  MooKE.  No,  sir.  The  law  provides  that  there  be  negotiations 
between  the  Secretary  of  State,  in  consultation  with  the  Administra- 
tor, of  an  agreement  with  the  Chinese  Government  concerning  the 
general  terms  and  conditions  of  this  aid. 

And  there  is  to  be  similarly  an  agreement  and  similar  negotiations 
covering  the  joint  reconstruction  program  which  is  to  be  set  up  and 
formulated  under  the  program  for  the  so-called  reconstruction  pro- 
gram. 

Mr.  Keefe.  The  reason  I  asked  that  question  is  this:  I  am  some- 
what familiar  with  the  situation  as  it  exists,  having  sat  here  for  quite 
a  few  weeks  as  we  went  over  the  European  situation. 

The  Chinese  situation  is  in  a  class  by  itself,  and  at  least  as  one 
member  of  this  committee  I  want  some  pretty  definite  information 
as  to  the  nature  of  this  proposal,  or  the  proposals  that  are  going  to 
be  made  in  the  administration  of  this  money,  to  get  some  assurance 
that  we  are  not  pouring  the  first  $125,000,000  cash  down  a  rat  hole; 
and  second,  that  they  are  going  to  take  some  steps  that  are  going 
to  contain  the  Communist  movement  that  is  presently  taking  place 
m  China. 

I  personally  have  discussed  this  matter  with  a  lot  of  people  outside 
the  State  Department  and  the  EGA,  pretty  substantial  people  in  this 
country,  to  get  some  idea  as  to  what  the  problems  in  the  area  over 
there  are,  with  people  who  have  spent  their  lives  in  Chma  in  an 
official  capacity. 

The  situation  that  confronts  this  committee  is  a  very,  very  difficult 
one.     I  am  familiar  with  the  law;  I  voted  for  it. 

What  is  bothermg  me  is  the  fact  that  of  all  the  programs  we  have 
had  up  to  date  there  is  no  evidence  that  we  have  made  any  progress. 
The  Red  tide  seems  to  be  just  continuing  inevitably,  sweeping  down 
across  Chma,  because  of  the  failure  of  the  Chinese  nationalist  govern- 
ment to  adequately  carry  out  the  laws  which  they  have  written  into 
their  own  statutes.  And  unless  and  until  some  cooperation  between 
the  Chinese  Government  and  this  Government  can  result  in  instituting 
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the  necessary  activation  of  that  Government  to  bring  about  such 
reforms,  the  best  opinion  that  I  am  able  to  get  is  that  we  are  just  going 
to  be  clumping  more  hundreds  of  miUions  of  doUars  down  a  rat  hole, 
and  there  will  not  really  be  anything  accomplished. 

And  the  newspaper  reports  which  are  coming  out  today  indicate 
the  truth  of  that  contention. 

Now  it  may  be  said  that  the  Congress  has  authorized  this  expendi- 
ture, and  that  we  just  ought  to  place  it  at  the  disposal  of  these  people 
and  then  let  them  go  ahead  and  do  what  they  want  with  it;  but  I  think 
there  is  an  over-all  responsibility  of  the  members  of  this  committee 
and  upon  the  Congress  to  say  that  now  the  time  has  come  to  implement 
that  legislation  to  see  that  we  are  not  just  going  to  throw  that  money 
away. 

I  realize  the  diificuUy  that  confronts  both  the  State  Department 
and  the  ECA  mission  in  what  they  are  doing  in  dealing  with  a  sover- 
eignty such  as  you  are  dealing  with  in  China,  but  in  the  face  of  what 
is  being  done  it  is  easily  seen  that  they  have  already  lost  Manchuria, 
that  the  Communist  groups  have  already  consolidated  their  position 
there ;  that  is  well  known ;  everybody  knows  that,  and  they  are  moving 
right  on  down  south. 

We  just  seemingly  are  unable  to  meet  the  issue  which  is  constantly 
being  tin-own  in  the  face  of  the  American  people  as  to  the  type  and 
character  of  the  people  with  whom  we  are  compelled  to  deal  in  the 
administration  of  the  nationalist  government  of  China.  Are  we  going 
to  be  able  to  get  strong  men  to  deal  with  this  program?  Wlio  is  going 
to  be  responsible  for  the  conduct  of  this  rehabilitation  program,  and 
for  the  final  expenditure  of  the  funds  made  available  under  it?  Is 
there  to  be  some  control  over  the  money  of  the  American  taxpayers 
to  see  to  it  that  this  money  is  not  just  another  never-ending  drain 
upon  the  people  of  this  country,  and  that  it  is  going  to  result  in  some 
success? 

I  do  not  know.  I  have  talked  with  other  men  in  other  departments 
who  have  spent  their  life  over  there  in  an  official  capacity  in  China; 
also  with  retired  employees  of  the  Chinese  Government  who  have 
spent  as  much  as  36  years  of  their  lives  over  there,  and  the  simple 
answer  they  give  me  to  the  proposal  o\er  there  is  that  we  can  keep 
pouring  money  in  until  the  Reds  advance,  and  their  advance  will 
continue  right  along,  because  they  appeal  to  the  Chinese  who  wants 
a  piece  of  land,  break  up  the  holdings  and  give  the  land  to  the  Chinese, 
and  give  them,  a  gmi  to  hold  it;  and  that  we  are  not  doing  anything 
to  correct  that  situation. 

I  want  to  know  what,  if  any,  steps  are  going  to  be  taken?  Are  you 
just  going  to  abstractly  go  in  there?  The  easy  thing  to  do  is  to  talk 
about  pipe  lines  running  from  Am.erica  over  to  Shanghai,  and  to 
unload  clarloads  of  foods  on  the  docks  in  Shanghai,  and  ship  them,  to 
a  lot  of  concerns,  or  get  them,  into  the  hands  of  a  hunch  of  crooks  and 
bandits,  and  the  ultimate  beneficiary,  whom  the  program  is  intended 
to  help,  does  not  get  it. 

EA^eryone  that  I  have  talked  with  seems  to  be  of  the  opinion  that 
the  one  problem,  you  have  to  face  is  to  get  the  supplies  to  the  people 
who  should  receive  them.  The  fellow  out  in  the  hinterland,  the 
little  fanner  who  is  striving  to  raise  a  little  food  to  keep  his  soul 
and  body  together,  does  not  bother  much  about  party  politics;  he  is  not 
interested  in  that.    He  is  not  bothering  about  it. 
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But  we  are  talking  here  about  the  Chinese  who  are  to  handle  the 
rationing  program  and  all  of  that  sort  of  thing.  To  me  that  is  an 
impossible  situation,  the  way  it  is  set  up  here.  I  just  wonder  what  the 
program  is  that  could  be  set  up  with  some  teeth  in  it,  rather  than  one 
based  on  generalities,  such  as  we  find  in  these  justifications,  which  to 
me  is  just  resorting  to  a  lot  of  maudlin  platitudes  with  respect  to 
ideological  concepts  of  a  situation,  but  which  in  reality,  from  people 
who  have  spent  their  lives  over  there,  do  not  coincide  with  their  ideas 
at  all. 

Mr.  Stefan.  I  would  like  to  put  in  an  application  for  the  position 
of  No.  1  boy  in  this  set-up. 

Mr.  Keefe.  This  statement  appears  in  the  justifications: 

Despite  the  United  States  aid  amounting  to  about  1.4  billion  dollars  since  VJ- 
day,  and  the  expenditure  of  more  than  $700,000,000  of  the  Chinese  Government's 
own  foreign  exchange  holdings,  since  Decemijer  1945,  China's  economy  has 
deteriorated  drastically  since  1945.  Civil  warfare  has  been  the  principal,  tliough 
perhaps  not  the  only  cause  of  this  deterioration.  The  civil  war  has  brought  about 
the  widespread  destruction  and  dislocation  of  transportation  and  industrial  facil- 
ities, and  the  isolation  of  the  large  centers  of  industry,  urban  consumers,  and  the 
port  cities  from  the  source  of  raw  materials,  food  and  fuel. 

And  so  on. 

You  contemplate  you  are  going  to  provide  food  for  the  people  in 
Nanking,  Peiping  and  some  other  cities  up  in  that  area,  where  there 
is  immediately  tlie  Red  menace.  Is  that  what  you  are  going  to  do 
with  this  program.  How  does  that  project  itself  into  the  relationship 
of  this  whole  program  is  the  thing  that  bothers  me  in  connection  with 
it. 

It  is  an  easy  thing  to  say  that  the  Congress  has  authorized  the  use 
of  this  money,  and  that  "we  are  going  ahead  to  do  the  best  we  can." 
Yet  you  say  that  the  Congress  has  told  you  to  put  $125,000,000  to  the 
credit  of  the  Nationalist  Government  of  China,  which  she  can  spend 
and  do  with  just  as  she  wants  to. 

Now,  we  do  not  even  have  a  contract  with  China  with  respect  to 
the  dollars  involved  in  the  EGA  program,  wliich  involve  the  purchase 
of  food  and  supplies,  and  what  have  you,  under  the  EGA  program. 
You  do  have  some  kind  of  control  when  you  are  dealing  with  the  over- 
all supplies  that  are  made  available  from  the  United  States,  because 
they  can  be  brought  undor  the  control  of  the  export  licensing  dealing 
with  that  problem;  but  I  understand  they  can  go  to  any  other  place 
and  buy  from  any  otber  country  they  want  to;  or  they  can  take  this 
particular  amoimt  and  put  it  in  the  bank  and  keep  it  there  for  their 
own  use,  if,  as,  and  when.  Wlien  do  you  expect  to  have  this  agreement 
consummated  with  the  Nationalist  Government  of  China?  Independ- 
ently of  the  controls  that  are  going  to  be  imposed,  what  if  any  restric- 
tions, or  what  right  are  you  to  have  in  handling  this  situation? 

Mr.  Stefan.  You  have  refennico  to  the  $338,000,000? 

Mr.  Keefe.  To  the  $338,000,000,  yes. 

Mr.  Moore.  That  agreement  should  be  negotiated  and  signed  by 
about  the  3d  of  July. 

Mr.  Keefe.  Why  do  we  not  have  it  before  us  before  the  time  we 
make  the  appropriation  of  the  funds? 

Mr.  Moore.  The  only  answer  I  can  make  to  that  question  is  that 
the  act,  which  was  passed  on  April  3,  directed  that  agreement  be 
negotiated  by  the  State  Department,  in  consultation  with  the  Admin- 
istrator, covering  the  general  terms  and  conditions  of  the  aid  to  be 
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given.     And  as  you  know  the  European  Recovery  Act  provides  that 
agreements  be  negotiated  \vithin  the  first  3  months. 

We  thought  that  aUhough  the  China  Act  is  not  exphcilly  in  the 
same  terms  as  to  China,  we  shouhl  follow  the  same  procedure,  which 
would  be  within  the  first  tlii'ee  months,  about  Jidy  3. 

The  very  nature  of  things  takes  time.  And  as  a  matter  of  fact, 
having  to  start  out  from,  scratch,  it  was  even  10  days  or  2  weeks 
as  3''0u  may  recall,  before  Mr.  Hoft'man  was  confirm.ed  following  April 
3,  and  it  takes  tim.e  to  build  up  an  organization,  and  obviously  it  is 
going  to  be  very  difficult,  even  to  get  the  negotiations  completed  and 
the  agreements  signed  by  the  3d  of  July. 

Mr.  Keefe.  This  is  all  based  upon  a  program  of  cooperation  with 
the  Chinese  Government,  to  bring  about  some  stabihty  to  their 
economy. 

Mr.  ^looRE.  Yes. 

^Ir.  Keefe.  The  idea  has  been  to  contain  the  Communist  pressure 
that  is  being  brought  to  bear  on  the  Nationalist  Government,  to  keep 
it  from  moving  further  south,  as  it  seems  to  be  doing  today  in  the 
effort  to  take  over  the  whole  area  of  China.  That  means  a  cooper- 
ative venture  in  economic  and  ideological  warfare,  but  we  are  not 
cooperating  with  the  military  movement  in  China.     Is  that  true? 

Mr.  Moore.  Insofar  as  the  administration  of  this  fund  is  concerned 
I  do  not  quite  know  what  we  can  do  on  the  military  side. 

Mr.  Keefe.  I  am  not  speaking  about  what  you  can  do;  I  am 
speaking  about  the  nationalist  government  in  China. 

Mr.  Moore.  Yes. 

Mr.  Keefe.  So  far  as  the  mihtary  side  is  concerned.  This  move- 
ment is  going  to  continue  to  move  on  southward,  as  any  norrnal 
American,  I  think,  who  is  familiar  with  the  movement  can  readily 
see  from  the  map,  where  we  see  a  lot  of  areas  marked  in  red. 

The  purpose  of  this  program  is  to  bring  aid  to  industry  and  to  aid  the 
citizens  involved  who  reside  south  of  the  Great  Wall  of  China,  where 
the  Communists  are  bringing  pressure  to  bear,  because  for  all  practical 
purposes  the}'^  have  already  taken  over  ^lanchuria,  and  there  is 
nothing  you  can  do  about  that.  If  they  come  across  the  Great  Wall 
then  your  whole  program  is  upset,  is  it  not?  They  may  have  a  rear- 
ward movement,  starting  in  some  other  places;  I  do  not  know;  I  am 
just  wondering.  Unless  you  can  do  something  to  get  the  Chinese 
Government  to  activate  a^  program,  which  they  said  they  were  going 
to  carry  out,  to  give  their  people  reforms  \\hich  were  written  into  the 
laws,  and  to  give  the  people  of  China  a  chance — and  they  have  never 
done  anything  about  it — the  movement  of  the  Conmiunists  will 
continue'  That  will  do  more  to  stop  communism  in  China  than 
anything  else  in  the  world.  Now  is  there  anything  you  can  do  about 
that  over  there? 

Mr.  Thorp.  In  terms  of  your  question,  Mr.  Keefe,  I  do  not  quarrel 
with  your  analysis.  As  a  matter  of  fact,  our  justification  of  this 
program  is  that  it  is  our  feeling  that  there  is  some  hope,  and  I  empha- 
size just  some  hope,  that  the  Chinese  Government  is  appreciating  the 
importance  of  moving  ahead  along  the  lines  of  reforms  you  have 
referred  to;  and  we  do  feel  that  unless  something  of  that  sort  is  done 
the  Nationalist  Government  will  not  be  able  to  continue  to  mahitain 
the  situation. 
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And  in  a  sense,  this  program  is  buying  them  time  to  take  steps  to 
try  to  do  the  things  you  have  been  discussing. 

Mr.  Keefe.  Buying  time  how? 

Mr.  Thorp.  Buying  time  in  the  sense  that  this  will  help  to  meet 
the  immediate  requirements  and  prevent  the  complete  collapse  in 
the  important  industrial  areas  in  the  cities.  Otherwise,  when  the 
goods  from  the  outside  of  China  stop  coming  into  China  the  Nation- 
alist Government  will  collapse  inevitably,  and  it  will  be  either  the 
Communists  or  the  independent  war  lords  who  will  take  over. 

Mr.  Keefe.  You  have  practically  that  situation  now,  have  you 
not  in  reality?  You  have  a  bunch  of  war  lords  on  the  one  hand, 
gathered  together  in  a  Communist  pact,  and  you  have  got  another 
group  who  are  operating  under  the  theoretical  ideological  concept  in 
a  concept  of  laws ;  so  in  effect  you  have  a  group  of  war  lords  operating 
on  one  side,  which  Chiang  Kai-shek  cannot  control? 

Mr.  Thorp.  It  certainly  is  not  a  strong  centralized  government,  but 
it  is  a  centralized  government,  and  a  centralized  government  that  we 
believe  could  take  steps  towaid  strengthenin.g  the  situation  in  China. 

Mr.  Keefe.  Is  there  any  assurance  you  can  give  us  that  some  of 
those  steps  will  be  taken,  if  some  such  condition  is  placed  in  this 
program? 

Mr.  Thorp.  Of  course  you  cannot  legislate  democracy  into  another 
country. 

Mr.  Keefe.  I  understand  that  thoroughly. 

Mr.  Thorp.  What  we  can  do  is  by  advising,  by  furnishing  encour- 
agement, and  through  persuasion,  try  to  emphasize  a  recognition  of 
this  situation.  And  we  do  find  there  are  signs  within  the  Government 
in  that  direction,  such  as  the  election  of  the  new  Vice  President,  which 
is  interpreted  by  many  people  who  know  more  about  China  than  I, 
and  statements  have  been  made  by  leading  Chinese  in  the  last  few 
months,  indicating  they  have  an  increased  realization  of  the  necessity 
of  the  nationalist  government  activating  and  making  effective  the 
principles  of  reforms  you  have  been  discussing. 

Mr.  Keefe.  A  large  part  of  the  population  of  China  is  absolutely 
illiterate,  is  it  not? 

Mr.  Thorp.  Yes. 

Mr.  Keefe.  Out  in  the  hinterland  the  workman  on  the  farm  is 
striving  to  make  enough  to  keep  from  starving,  and  he  is  not  bothering 
about  questions  of  exchange;  he  engages  in  bartering  what  he  pro- 
duces for  articles  he  wants;  he  is  faced  with  starvation  if  he  does  not 
raise  something  to  eat,  and  he  does  not  know  what  this  idelogical 
warfare  means,  and  is  not  worrying  about  all  the  complications  in- 
volved in  it.  What  he  wants  is  to  have  peace  and  a  chance  to  work 
an  existence,  a  piece  of  land  on  which  to  work;  and  the  Communists 
come  in  and  give  what  he  desires,  and  it  must  seem  to  many  of  them 
that  we  are  opposing  what  they  desire,  by  pouring  money  into  the 
coffers  of  the  Nationalist  Government. 

I  am  just  wondering  whether  or  not  you  can  bring  about  an  activa- 
tion of  the  program  of  reforai  which  China  has  told  her  people  she 
would  do  for  them,  whether  that  can  be  done  in  some  way,  tlirough 
some  means  help  them  meet  this  ideological  warfare  which  is  taking 
place  in  so  many  different  areas  indicated  on  that  map  on  the  wall; 
or  whether  we  are  just  going  to  sit  by  and  allow  that  movement  to  go 
on,  while  we  keep  pouring  money  in  along  the  lines  proposed  here. 
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It  seems  foolish  to  me  to  think  you  take  a  mere  handful  of  people 
to  administer  a  program  which  involves  some  $338,000,000,  covering 
over  300,000,000  people,  in  municipalities  and  other  vast  areas  to  be 
covered. 

HEADQUARTERS  FOR  ADMINISTRATOR  OF  PROGRAM 

Mr.  Stefax.  Where  will  the  headquarters  of  Mr.  Lapham  be 
located? 

Mr.  ]MooRE.  I  do  not  think  that  has  been  determined  definitely; 
but  he  will  have  to  have  his  principal  headquarters  I  think,  in 
Shanghai. 

Mr.  Stefan.  Do  you  know  whether  such  quarters  have  been  selected 
as  yet? 

Mr.  MooRE.  No.  He  will  not  be  able  to  get  out  there  before  the 
first  week  in  June.  He  wdl  also  have  to  have  an  office  in  Nanking, 
which  is  where  the  Government's  headquarters  are  located.  How- 
ever, it  is  only  about  an  hour  by  air  from  Shanghai  to  Nanking,  so  he 
will  be  able,  on  the  one  hand  to  be  in  Nanking  for  the  necessary  meet- 
ings with  the  representatives  of  the  Chinese  Government,  and  at  the 
same  time  to  get  back  to  Shanghai. 

Mr.  Stefan.  It  will  be  possible  to  have  an  office  in  Nanking,  with 
his  headquarters  at  Shanghai. 

Mr.  Moore.  Yes. 

Mr.  Stefan.  But  none  of  those  details  have  been  worked  out  as  yet? 

Mr.  Moore.  No.  But  our  American  representatives,  with  the 
China  Mission,  have  headc[uarters  in  Shanghai;  so  it  is  probable  that 
we  can  make  arrangements  through  them. 

Mr.  Stefan.  Wliere  is  that  located? 

Mr.  Cleveland.  They  have  a  building — I  do  not  remember  the 
address;  but  I  think  arrangements  have  been  made  by  our  consular 
force  over  there  either  to  buv  or  rent  a  building. 

Mr.  Stefan.  I  wondered  whether  those  premises  had  been  secured? 

Mr.  Keefe.  Is  it  conceded,  Mr.  Thorp,  that  so  far  as  the  area 
north  of  the  Great  Wall  in  China  and  ^Manclniria  is  concerned,  that  the 
Communists  have  thoroughly  consolidated  theu*  positions  there,  and 
for  all  intents  and  purposes  it  has  been  lost,  so  far  as  the  Chinese 
Nationalist  Government  is  concerned? 

Air.  Thorp.  I  think  I  will  ask  Mr.  Butterworth  to  comment  on  that. 

]Mr.  Butterworth.  I  do  not  think  that  I  am  very  competent  to 
reply  to  that  question,  because  I  am  not  a  military  expert. 

The  Government  holds  Changchun,  which  is  north  of  Alukden,  and 
it  is  my  opinion  that  the  Communists  have  not  attempted  to  make  a 
frontal  attack  on  that  city,  because  it  would  be  so  costly;  they  have 
surrounded  it,  and  quite  obviously  are  trying  to  starve  it  out. 

Information  gained  from  refugees  recently  indicates  that  they  are 
being  sent  back  into  the  city  by  the  Communists,  who  are  telling  them 
that  they  can  be  more  helpfid  to  their  cause,  by  returning  to  the 
city  and  eat  there.  So  it  is  quite  obvious  what  their  attitude  is  in 
that  respect. 

Mr.  Stefan.  What  is  being  retained  in  the  north  by  the  Nationalist 
Government? 

Mr.  Butterworth.  The  Government  holds  the  area  around  !Muk- 
den;  but  at  the  same  time  the  Government  has  not  been  able  to  re- 
establish railroad  communications  between  Alukden  and  the  sea ;  they 
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have  hazardous  road  communications.     They  are  sending  in  some 
supphes  by  air,  in  the  main. 

The  Chairman.  They  cannot  send  in  much  that  way. 

Mr.  BUTTERWORTH.    No. 

The  Chairman.  How  large  a  place  is  Mukden? 

Mr.  BuTTERWORTH.  The  population  at  the  present  time? 

The  Chairman.  Yes. 

Mr.  BuTTERWORTH.  It  is  one  of  the  large  cities,  and  the  population 
no  doubt  has  been  affected  by  the  number  of  refugees.  I  should  think 
it  would  be  near  2,000,000.  I  imagine  some  of  that  number  represents 
refugees. 

wheat,    flour,    and    RICE 

The  Chairman.  I  am  just  wondering  about  this  whole  program. 
You  have  a  program  set  up  here  on  page  11  of  your  justifications  for 
sending  in  wheat. 

Mr.  Cleveland.  Yes. 

The  Chairman.  Wliat  part  of  China  do  you  expect  to  feed  with  this 
wheat? 

Mr.  Cleveland.  The  wheat  and  flour — some  in  the  form  of  wheat, 
and  some  in  the  form  of  flour — would  go  primarily  to  feed  two  northern 
cities,  in  this  ration  scheme. 

The  Chairman.  They  would  be  what  cities? 

Mr.  Cleveland.  Peiping  and  Tientsin. 

The  Chairman.  What  is  the  population  of  Peiping? 

Mr.  Cleveland.  About  2,000,000. 

The  Chairman.  Just  about  2,000,000? 

Mr.  Cleveland.  I  think  it  is  about  that;  I  know  it  is  well  over  a 
million. 

The  Chairman.  And  how  big  is  Tientsin? 

Mr.  Cleveland.  Approximatelv  the  same  size. 

The  Chairman.  About  2,000,000? 

Mr.  Cleveland.  Yes. 

The  Chairman.  Is  there  any  other  part  of  China  that  would  be 
expected  to  be  fed  with  this  money? 

Mr.  Cleveland.  With  wheat,  or  flour? 

The  Chairman.  Or  with  rice. 

Mr.  Cleveland.  There  is  one  other  city  in  the  northern  area, 
Tsingtao. 

The  Chairman.  How  large  is  Tsingtao? 

Mr.  Cleveland.  About  500,000. 

The  Chairman.  About  a  half  a  million? 

Air.  Cleveland.  Yes. 

The  Chairman.  Is  that  all  there  is  that  would  have  to  be  fed  out 
of  this  money? 

Mr.  Cleveland.  Those  would  be  the  cities  in  which  the  rice  and 
grain  would  be  used. 

The  Chairman.  Rice  and  wheat? 

Mr.  Cleveland.  Rice  and  wheat;  yes.  Rice  would  be  used  in 
Shanghai,  Nanking,  and  Canton  in  the  south;  and  possibly  in  some  of 
the  smaller  cities. 

The  Chairman.  Would  these  three  places  be  fed  principally  out  of 
this  wheat? 

Mr.  Cleveland.  Well  the  ration  svstem  would  be 
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The  Chairman.  No,  no;  I  mean  would  these  three  places  be  fed 
principally  out  of  this  wheat,  or  do  they  have  other  sources  of  sub- 
stantial supply. 

Mr.  Cleveland.  They  do  have  other  sources  of  substantial  supply. 

The  Chairman.  What  arc  those  other  sources? 

Mr.  Cleveland.  Primarily,  the  indigenous  foods;  products  that 
ordinarily  come  into  the  cities.  The  problem  has  not  been  so  much 
one  of  production  as  it  has  been  one  of  transportation.  They  do  not 
have  sufficient  imports  from  the  outside. 

relation  of  imports  of  food  to  total  CHINESE  PRODUCTION 

The  Chairman.  It  appears  that  these  requests  for  food  are  approxi- 
mately about,  for  wheat,  about  oixe-half  of  1  percent  of  the  prewar 
crop  of  China;  and  about  one-fourth  of  1  percent  of  the  rice  crop. 
China  in  the  prewar  days,  it  is  manifest,  was  not  materially  influenced 
by  these  factors  as  compared  with  the  Chinese  production;  and  I  am 
just  wondering  about  the  point  of  sending  over  these  quantities  of 
wheat  and  rice  to  these  people. 

Mr.  Cleveland.  If  the  food  the  Chinese  can  produce  was  well 
distributed,  in  terms  of  production 

The  Chairman.  They  did  not  import  any  substantial  quantity  of 
wheat,  as  I  recall,  in  prewar  daj^s,  did  they? 

Mr.  MooRE.  Oh,  yes. 

The  Chairman.  Where  did  they  get  it? 

Mr.  MooRE.  From  the  United  States,  Canada,  and  Austraha; 
those  were  the  principal  sources. 

The  Chairman.  I  do  not  know.  The  only  thing  I  have  here  is  an 
atlas.     I  have  checked  up  in  it,  and  it  does  not  seem  to  indicate  that. 

I  know  the  justification  says  that,  but  I  have  been  looldng  the  thing 
up  a  little  bit.  Take  imports,  for  instance.  There  were  imports  and 
comparatively  they  were  large,  but  their  source  was  not  too  big. 
The  United  States  imports  of  wheat  in  1938  were  19,000,000  tons  and 
from  Australia  218,000,000  tons,  and  in  the  following  years  maybe  a 
little  more.  Now,  their  production  of  rice  was  supposed  to  be  60,000,000 
tons  in  1936,  and  of  wheat  32,000,000  tons.  These  importations 
over-aU  in  1938  ran  600,000,000  tons.     That  is  not  very  much. 

Mr.  MooRE.  Mr.  Chairman,  I  think  Mr.  Moyer,  who  is  here  from 
the  Department  of  Agriculture,  might  be  of  some  service  to  you  on  the 
situation  in  China.  He  went  out  there  on  the  Sino-American  Agri- 
cultural Commission,  I  believe.     When  was  that? 

Mr.  Moyer.  In  1946. 

Mr.  MooRE.  In  1946,  and  whether  he  would  have  all  the  informa- 
tion or  not  that  you  might  ask  for  I  do  not  know,  but,  nevertheless, 
he  may  be  of  help  to  you. 

The  Chairman.  These  figures  came  out  of  the  Encyclopaedia 
Britannica  Atlas  for  1947. 

Mr.  Mahon.  I  would  like  to  hear  this  farmer  talk  a  little.  Maybe 
he  laiows  a  little  about  this. 

The  Chairman.  Yes. 

Mr.  Mahon.  First  I  would  like  to  have  him  give  a  little  of  liis 
background.  Are  you  from  Maine,  California,  Cornell,  or  the 
University  of  Texas,  or  what  is  your  background? 
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Mr.  MoYER.  I  am  from  Cornell  in  my  agricultural  studies.  I 
spent  about  15  years  in  China  prior  to  this  doing  agricultural  work 
with  one  of  the  American-sponsored  institutions  there.  I  was  the 
head  of  an  agricultural  station  which  conducted  exjDerimental  work, 
and  some  extension  work  in  agriculture. 

Since  1943  I  have  been  in  Washington  with  the  Department  of 
Agriculture,  and  for  most  of  the  time  with  particular  reference  to  the 
Far  East. 

I  was  a  member  of  the  Sino-American  Agricultural  Mission  which 
went  out  the  latter  part  of  1946  to  make  a  study  of  Chinese  agricul- 
tural problems,  and  what  might  be  done  to  improve  the  situation. 

The  Chairman.  Were  you  there  with  Mr.  Wallace? 

Mr.  Mover.  No,  su".  The  chairman  of  our  mission  was  Dean 
Hutchison,  who  is  dean  and  vice  president  of  the  University  of 
California. 

The  Chairman  is  correct  in  stating  that  the  amount  of  food  imported 
is  very  small  compared  to  the  total  production. 

Before  the  war  it,  rougiily,  was  somewhere  around  2  percent,  the 
amount  imported  was  around  2  percent  over-all  of  what  was  produced 
there. 

In  rice  the  average  imported  between  1933  and  1937  amounted  to 
somewhere  around  600,000  metric  tons. 

That  came  largely  from  southeast  Asia,  Siam,  Burma,  and  Indochina. 

The  amount  of  wheat  imported  during  that  same  period  was  about 
half  a  million  tons,  around  500,000  tons. 

The  Chairman.  It  showed  in  the  atlas  600,000  tons. 

Mr.  Mover.  There  must  be  something  wrong  there.  We  have 
studied  this  quite  carefully,  and  we  have  checked  it. 

The  Chairman.  I  am  not  trying  to  sell  any  books,  but  I  have  gener- 
ally found  that  particular  atlas  moderately  correct. 

Mr.  Mover.  Well,  sir,  we  have  consulted  the  trade  returns  of  the 
customs  of  China  and  our  agricultural  attache  in  Shanghai  has  made 
his  own  studies,  and  we  all  came  out  with  about  the  same  figures.  I 
think  that  those  figures  are  substantially  correct. 

Of  wheat  barring  about  1933,  when  there  was  a  wheat  loan  when  a 
lot  of  it  came  from  the  United  States,  outside  of  that,  the  great  bulk 
of  wheat  in  percentage,  and  the  great  volume  came  from  Australia 
first,  from  Canada  second,  and  from  the  United  States  third. 

LACK    OF    TRANSPORTATION    FACILITIES 

The  reason  for  this  import  has  been  a  constant  lack  of  proper 
transportation  facilities.  The  transportation  facilities  of  China 
never  have  been  adequate  to  move  out  of  the  interior  this  very  small 
percentage  of  the  total  production  which  is  necessary  to  keep  the 
coastal  cities  going,  so  that  they  have  always  depended  upon,  and 
they  have  always  found  it  cheaper,  in  the  long  run,  under  those  con- 
ditions to  import,  but  they  do  not  have  adequate  transportation 
facilities  to  bring  in  these  amounts  from  the  interior.  Therefore, 
they  were  imported,  and  at  the  present  time,  with  their  transportation 
facilities  still  more  disrupted  with  the  civil  war,  there  exists  an  even 
greater  need  for  the  supply  for  these  key  coastal  cities  which  have 
been  mentioned  here. 
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RELIEF    FOR    URBAN    COMMUNITIES 


Mr.  Keefe.  Then  the  situation  is  tliat  this  program,  if  put  into 
effect,  would  be  intended  to  rehcve  the  situation  in  the  available 
urban  communities.  If  transportation  is  not  possible  for  them  from 
the  iiiland  areas,  it  certainly  is  not  possible  for  transportation  out? 

Mr.  MoYER.  Yes,  sir,  that  is  right. 

Mr.  Keefe.  So  that  what  we  ship  over  there  is  for  the  relief  of 
urban  areas  that  are  available  with  the  present  existing  means  of 
transportation? 

Mr.  MoYER.  Yes,  sir,  that  is  the  principal  objective.  There  are 
transportation  facilities  available  to  certain  points  somewhat  off  the 
coast  which  may  be  devastated,  but  the  large  bulk  of  it  would  certainly 
be  to  these  principal  urban  areas. 

'Sir.  Moore.  Those  arc  the  large  industrial  areas,  such  industrial 
areas  as  they  have  there.     They  are  generally  around  those  cities. 

PER    CAPITA    quantities    AVAILABLE 

The  Chairman.  Now,  the  ciuantity  set-up  involves  approximately 
a  bushel  of  wheat  per  inhabitant  for  the  northern  territory  and  may 
be  a  bushel  and  a  half  per  inhabitant  for  the  southern  territory.  Now, 
I  do  not  Ivnow  whether  that  would  make  much  of  an  impression  on  their 
picture  or  not.     You  may  know  more  about  that. 

Air.  Mover.  Well,  as  to  what  it  Avould  mean  in  terms  of  altering 
the  per  capita  production,  I  do  not  have  figures  on  that,  and  I  have 
not  made  a  study  of  that,  but  I  am  quite  certain  that  the  loss  of  these 
imports  would  have  an  adverse  effect  on  market  price  and  would  lead 
to  increased  hoarding,   and  more  hysteria. 

There  were  riots  in  Shanghai  about  a  year  ago,  is  not  that  correct, 
at  a  time  when  it  was  felt  that  imports  might  be  cut  oft'? 

Mr.  Keefe.  You  spoke  of  hoarding,  hoarding  where? 

Mr.  Mover.  Well,  it  might  be  by  individual  holders  of  wheat  or 
grain,  just  like  in  this  country,  if  there  is  going  to  be  a  scarcity  of 
something  everybody  in  town  buys  up  as  much  as  they  can  possibly 
get  of  it  in  anticipation  of  the  shortage.  It  might  also  be  the  mer- 
chants who  have  possibly  the  opportunity  to  buy  in  larger  quantities 
and  then  make  a  profit  out  of  the  sale  later.  It  would  be  both  sorts 
of  operations. 

Mr.  Keefe.  That  is  of  the  available  supplies  in  the  areas  that  you 
have  been  describing  to  us,  these  urban  areas? 

Mr,  Mover.  Yes,  sir. 

Mr.  Keefe.  The  hoarding  would  not  result  from  hoarding  out  on 
the  farms,  out  in  the  hinterland? 

Mr.  Mover.  There  could  be  that  too,  the  farmer  getting  news  of 
the  increasing  prices  will  not  sell  unless  he  has  to. 

Mr.  Keefe.  I  would  like  to  have  somebody  here  tell  us  about  their 
ability  to  maintain  their  rationing  system,  then,  and  their  price  con- 
trol system  if  they  have  any  such  thing  over  there  under  which  this 
program  is  supposed  to  operate.     Do  you  know  anything  about  that? 

Mr,  Mover.  Mr.  Cleveland  is  better  informed  on  that  than  I  am. 

Mr.  Mahon,  I  would  like  to  have  this  man  talk  a  little  more. 
What  you  say  makes  sense. 
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DISCUSSION   OF  LAND   REFORM   PROGRAM   OF   COMMUNISTS  IN   CHINA 

Mr.  AloYER.  I  would  be  glad,  if  the  cliairman  permits  me  to,  to 
add  at  this  point  some  comments  on  another  phase  of  the  program 
that  has  been  mentioned  but  which,  perhaps,  has  not  been  fully 
explained,  and  that  is  in  partial  answer  to  the  questions  of  this 
gentleman. 

There  has  been  raised  both  yesterday  and  today  a  good  deal  of 
question  about  what  the  Communists  have  been  doing  to  improve  the 
welfare  of  the  farmer,  or  the  supposed  things  that  they  have  been 
doing,  and  wondering  whether  or  not  the  Nationalist  Government  is 
doing  anything  similar  to  that,  or  whether  this  program  made  any 
provision  for  help  in  that  area,  and  that  is  where  this  rural  reconstruc- 
tion program  comes  in. 

Now,  I  ought  to  say  at  the  beginning  that  as  far  as  this  land  problem 
is  concerned  the  Communists  have  gained  considerable  in  propaganda 
value  from  that. 

It  is  not  certain,  in  fact,  it  is  not  true  that  the  farmer  has  gained 
anything  like  the  extent  that  you  are  sometimes  led  to  believe  he  has 
gained  by  that  program. 

Mr.  Stefan.  Wliat  is  that  land  business? 

Mr.  MoYER.  Well,  it  is  a  matter  of  getting  land  from  the  owner, 
the  large  land  owner  and  distributing  it  to  the  tenants. 

Mr.  Stefan.  Are  they  cutting  up  the  large  tracts  of  land  into  small 
tracts  and  distributing  them  among  the  farmers? 

Mr.  MoYER.  They  are  distributing  it  largely  on  a  confiscating 
basis.     Earlier  it  was  not  confiscation,  but  more  recently  it  is. 

Mr.  Stefan.  Is  it  systematized  so  that  there  is  some  basis  of 
stability  to  it,  so  that  there  will  be  some  economy  in  it,  do  you  know, 
on  the  basis  of  so  many  acres  or  hectares?  How  much  do  they  give 
each  farmer  on  an  average? 

Mr.  MoYER.  It  has  been  followed  out  a  little  bit  difl'erently  in 
different  places,  but  the  amount  which  they  give  has  been  somewhat 
on  the  average  of  the  holdings  in  the  coinitry,  and  that  means  around 
four  acres  per  farmer. 

Mr.  Stefan.  About  four  acres? 

Mr.  MoYER.  Yes,  sir,  that  is  about  the  average  farm  in  China. 

Mr.  Stefan.  Is  it  on  the  basis  that  they  can  raise  enough  food  on 
the  four  acres  for  subsistence  of  their  families? 

Mr.  AloYER.  It  is  a  bare  subsistence. 

Mr.  Stefan.  So  there  is  some  basis  or  reason  for  it  being  4  acres? 
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LACK    OF    BENEFIT    TO    NEW    OWNERS    OF    DISTRIBUTED    LAND 

Mr.  MoYER.  li  means  that  the  new  owner  of  the  land  gets  what 
he  formerly  got  as  a  tenant,  plus  what  the  landlord  gets,  and  minus 
what  he  pays  in  taxes,  because  when  he  becomes  the  owner  of  land 
he  also  pays  taxes  on  it,  so  that  it  is  not  so  certain  that  when  every- 
thing is  added  and  subtracted  that  he  benefits  as  much  as  it  has 
been  represented  that  he  benefits. 

JMr.  Stefan.  So  they  have  really  some  basis  for  the  distribution  of 
this  land.  They  base  it  on  uhat  ho  farmed  before,  and  then  they 
add  taxes  to  that? 

Mr.  Mover.  He  does  not  benefit  nearly  as  much  as  some  people 
have  been  led  to  believe  he  benefits. 
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Mr.  Stefan.  What  does  the  owner  get  out  of  it? 

Mr.  Mover.  The  owner  gets  nothing. 

Mr.  Keefe.  He  has  been  led  to  l)eheve  when  they  step  in  and  say, 
"From  now  on,  my  friend,  this  is  your  pieee  of  hind,  you  join  us  and 
defend  your  right  to  hokl  this  piece  of  land,"  that  everything  will  be 
fine.  Then  they  solidify  that  mov(Mnent,  and  they  go  on  from  place 
to  place  doing  the  same  thing.  Then  when  they  have  him  in  the 
movement  they  may  take  away  in  taxation  as  large  a  part  of  his 
earnings  as  Avas  ever  taken  away  from  him,  but  then  it  is  too  late 
for  him  to  do  anything  about  it.     He  is  now  in  the  program. 

Mr.  MoYER.  i  tliink  that  is  a  fair  statement. 

Mr.  Stefan.  There  is  a  pattern  as  to  the  average  size  of  the  farm 
that  they  are  going  to  have. 

Mr.  Moyer.  Yes,  sir,  there  is. 

APPEAL    OF    LAND    PROGRAM    OF    COMMUNISTS 

Mr.  Keefe.  I  am  told  that  was  exactly  their  appeal  in  Italy.  That 
is  their  appeal  all  over  the  world.  That  is  the  propaganda  that  they 
are  putting  out  in  India,  and  that  is  the  propaganda  that  the}"  are 
puttmg  out  all  over  this  whole  Asiatic  area  where  people  for  centuries 
have  asked  for  a  piece  of  land,  and  they  just  cater  to  that.  They 
come  in  there  and  say,  "All  right,  here  is  a  piece  of  land,  it  is  yours," 
and  then  as  time  goes  on  they  get  more  and  more  people  into  it,  and 
gradually  it  is  Red  in  this  area  down  there. 

Mr.  Moyer.  Yes,  sir,  that  is  right. 

Mr.  Keefe.  Now,  tlie  Nationalist  Government  in  WTiting  their 
constitution  and  their  laws  said  we  intend  to  recognize  this  agrarian 
demand  of  the  people  and  give  them  a  piece  of  land,  and  the  new 
government  in  Italy  has  promised  the  same  thing,  to  meet  this 
propaganda  there  of  the  Communists  who  have  moved  into  Italy. 

Now,  then,  the  question  is  whether  Chiang  Kai-shek  does  it  or 
whether  he  just  talks  about  it. 

The  Communists  come  in  and  do  something  about  it,  and  they 
convmce  the  farmer  that  they  are  getting  him  some  results,  and  that 
is  why  they  are  moving  on  down  there,  and  gradually  when  they  have 
enough  of  them  in  there  they  consolidate  their  position,  and  then  that 
area  is  marked  "Red"  on  the  map  from  then  on. 

Now,  you  realize  that  I  am  holding  no  brief  for  communism.  I  am 
seelving  in  every  way  to  contain  them  and  to  stop  them  if  we  can,  but 
the  fact  is  that  these  illiterate  and  uneducated  people  who  do  not 
laiow  are  given  this  story  by  the  Communists,  and  they  believe  it, 
and  they  are  put  into  possession  of  this  land  as  against  the  feudal 
landowner  of  the  past,  and  it  is  theirs. 

Now,  what  happens  to  them  later  on  is  that  they  will  find  out  when 
the  curtain  drops  around  them. 

What  I  am  interested  in  is  what  we  are  douig  to  stop  that  very 
thing.  Do  you  thmk  that  is  a  fair  analj^sis,  or  am  I  wrong  m  my 
thmking  on  this,  or  have  I  been  misinformed  about  it? 

Mr.  Moyer.  I  am  very  much  mterested  in  your  analysis.  It  seems 
to  me  that  basically  you  are  correct.  1  tlmik  that  the  Communists 
have  done  as  you  have  mdicated  and  that  actually  brmgs  out  the 
point  of  view  that  is  stated  in  their  propaganda. 
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The  necessity  of  doing  something  about  it  is  verv  urgent,  and  that 
is  the  reason  why  this  rural  reconstruction  phase  of  the  program  is 
important. 

Plans  are  being  made  under  that  to  develop  a  sound  program  which 
will  be  better  than  that  which  the  Communists  actually  are  carrying 
out,  and  plans  are  being  made  to  do  a  good  deal  of  work  with  the 
Chmese  Government  m  developing  such  a  plan  and  in  putting  it  into 
effect  to  bring  to  the  farmer  the  sort  of  improved  conditions  that  he 
needs. 

Mr.  Keefe.  If  a  man  is  the  tenant  of  a  landowner  and  he  is  the 
descendant  of  tenants  of  former  landowners  for  centuries  in  that  area 
who  had  lived  there  just  keeping  body  and  soul  together  and  at  most 
times  on  the  verge  of  starvation  and  he  has  a  little  piece  of  land  that 
is  under  the  domination  of  some  vvar  lord  or  some  feudal  owner  of  a 
large  tract  of  land,  and  somebod}^  comes  along  and  says,  ''Now,  my 
friend,  if  you  listen  to  me  we  are  going  to  give  you  this  piece  of  land, 
it  is  yours,"  and  he  is  an  unenlightened  individual,  he  knows  nothing 
about  this  conflict  of  ideologies,  he  is  honest,  and  he  says,  ''This  is 
yom-s,"  and  he  gives  him  a  gun  and  says  to  him,  "Now,  you  defend 
this  against  all  comers,  and  we  will  help  you  to  defend  it,  it  is  yours," 
he  takes  it.  Then  he  awakens  too  late,  but  he  listens  to  that  propa- 
ganda at  the  time,  and  they  are  listening  to  it  over  there  ard  all 
around  the  world.  That  is  why  we  are  faced  with  the  immense  agrar- 
ian reform  wbicb  is  not  taking  place. 

PROGRAM  OF  CHINESE  GOVERNMENT  FOR  LAND  REFORM 

I  just  wondered  under  this  program  that  ^^^ou  are  talking  about 
what  they  propose  to  do,  and  bow  it  is  proposed  that  it  will  work  in 
the  case  of  China  itself. 

Mr.  MoYER.  I  have  dealt  a  great  deal  with  the  Chinese  in  the 
Government  of  China  who  are  responsible  for  the  agricultural  pro- 
gram. 

I  am  convinced  that  in  that  group  there  are  a  number  who  are  just 
as  interested  in  this  as  any  of  us,  and  who  would  work  just  as  hard  at 
it  and  as  honestly  at  it  as  any  of  us.  I  think  that  it  will  be  possible  to 
gather  together  such  a  group. 

The  law  provides  for  the  setting  up  of  a  commission,  and  that  com- 
mission will  formulate  and  carry  out  the  program.  The  first  step 
toward  that  is  to  get  some  of  these  high-minded  and  capable  men  into 
the  commission.  If  it  is  possible  to  do  that  with  the  proper  American 
representatives  I  believe  that  it  will  be  possible  to  formulate  and 
gradually  carry  out  a  program.  It  cannot  be  done  all  at  once,  but  it 
will  be  possible  to  gradually  formulate  and  carry  out  a  program  in 
the  rural  areas  which  will  do  the  sort  of  thing  that  you  w^ould  like  to 
see  done. 

Mr.  Mahon.  I  would  like  to  have  the  witness  comment  further  in 
regard  to  the  agricultural  situation.  You  have  some  hope  of  develop- 
ment, do  you,  and  if  sO  in  what  way? 

Mr.  MoYER.  I  believe  that  the  immediate  needs  in  agriculture  in 
China  are  three. 
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NEED  FOR  EXTENSIOX  TYPE  OF  PROGRAM 

One  of  those  things  is  an  extension  type  of  program,  and  I  would 
take  right  down  to  the  farms  the  things  that  they  need  to  improve 
their  production  They  need  to  improve  their  marketing;  they  need 
to  improve  their  health,  and,  of  course,  they  also  need  to  improve 
their  education.     That  is  one  thing  they  need. 

NEED    FOR    INCREASE    FOOD    PRODUCTION 

The  other  thing  they  need  is  in  a  broader  scale  to  do  what  can  be 
done  to  increase  food  production  in  these  strategic  areas.  It  should 
concentrate  in  the  areas  that  count,  from  which  these  coastal  cities 
can  draw  their  supply  of  food. 

Mr.  Mahox.  Is  there  anybody  who  can  teach  the  Chinese  farmer 
to  be  any  smarter  than  he  is?  I  thought  they  were  very  smart  in 
the  way  they  handle  their  rice  paddies  and  that  sort  of  thing, 

Mr.  Mover.  Yes,  su-;  they  are;  but  they  have  not  had  the  benefit 
agriculturally  that  can  be  gotten  from  modern  science. 

The  Chairman.  Does  that  mean  tractors  and  that  sort  of  thing? 

Air.  AIoYER.  No,  su\ 

The  Chairman.  Or  motor  boats  to  plow  through  their  rice  paddies? 

Mr.  MoYER.  No,  sir;  it  means  a  better  variety  of  crops,  it  means 
better  breeds  of  animals,  it  means  better  housing  and  care  of  the 
animals,  it  means  better  fertilizer,  it  means  more  modern  methods  of 
disease  and  insect  control  and  things  of  that  sort. 

Mr.  Mahon.  And  you  tliink  that  sort  of  a  program  could  increase 
production  by  some  considerable  extent? 

Air.  Mover.  Yes,  sir;  it  could. 

Air.  AIahon.  Within  a  few  months  or  years? 

Air.  AIoYER.  No,  not  within  a  few  months,  and  not  within  a  year. 

NEED    FOR    FERTILIZERS 

For  one  thing,  you  have  to  provide  an  adequate  supply  of  fertilizers 
for  China.  Formosa  formerly  had  a  surplus  of  somewhere  around 
500,000  metric  tons  of  fertilizers,  which  would  be  almost  equal  to  the 
deficit  on  the  mainland,  but  in  order  to  regain  their  former  position 
the}^  have  to  have  fertilizers,  and  I  do  not  think  the  answer  to  that 
is  each  year  to  pay  for  importing  it.  They  ought  to  set  up  facilities 
there  in  China  to  manufacture  their  fertilizer  needs,  but  I  think  a 
sound  beginning  could  be  made  in  a  year,  and  within  the  foreseeable 
future,  let  us  say,  in  from  3  years  to  5  years  a  very  substantial  im- 
provement could  be  made,  thereby  reducing  the  need  of  importing 
foodstuffs. 

Air.  AIahon.  Is  the  fertilizer  which  they  get  from  outside  of  the 
country  a  very  considerable  portion  of  the  fertilizer  which  they  use? 

Air.  AIoYER.  No;  it  is  not  a  very  considerable  portion  of  the  total 
amount  of  fertilizers  they  use,  because  they  use  almost  everything  for 
fertilizers.  They  go  along  the  road,  and  they  pick  up  the  droppings 
of  animals,  for  instance. 

Air.  AIahon.  And  they  also  use  night  soil  from  the  cities. 

Air:  AIoYER.  Yes;  they  use  night  soil  from  the  cities,  and  they  use 
almost  every  source  possible,  and  that  m  total  amount  is  very  large. 
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The  amount  of  chemical  fertihzers  that  they  have  used  so  far  has 
been  very  small  compared  to  the  total  amount  used,  and  small  by  any 
standards. 

Mr.  Moore.  There  is  $24,000,000  in  this  program  for  fertilizers, 

Mr.  MoYER.  Yes,  sir;  that  is  right. 

Mr.  Mahon.  You  stated  there  were  three  needs.  What  else  is 
needed? 

NEED    FOR    INCREASE    IN    COMMODITIES    FOR    EXPORT 

Mr.  Mover.  The  third  thing  they  need  is  an  increase  in  the  com- 
modities that  they  can  export  and  then  find  some  way  in  the  long  run 
for  paying  for  their  imports. 

Prior  to  the  war  about  70  percent  of  the  things  they  exported  were 
agricultural  commodities  which  were  largely  those  which  were  non- 
competitive with  the  United  States. 

The  first  thing  that  they  lost  was  tung  oil  which  we  still  would  like 
to  import  to  this  country. 

Another  important  item  of  export  which  is  still  tight  is  carpet  wool. 

Mr.  Mahon.  Before  the  war  some  of  the  finest  linens  in  the  world 
could  be  bought  in  Shanghai  and  Hong  Kong.  Do  they  produce 
those  linens  there? 

Mr.  Mover.  They  made  a  good  many  of  them  from  what  they  call 
ramie,  what  they  call  coarse  linen. 

Mr.  Mahon.  Can  they  not  get  an  export  market  for  that  stuff? 

Mr.  Mover.  I  think  that  could  be  developed. 

LOCATION    OF    BEST    LAND    IN    CHINA 

Mr.  Mahon.  If  you  do  not  mind,  I  would  like  to  have  you  take  this 
map  and  show  us  where  you  have  been  in  China  and  where  the  best 
land  is  located.  That  will  show  us  who  has  the  best  land  in  China  in 
part,  more  or  less. 

Mr.  Mover.  The  best  land  in  China  is  around  this  delta,  the  Pearl 
River  and  other  small  rivers  coming  in  there,  in  an  area  around 
Canton  that  supports  a  population  of  around  10,000,000. 

Mr.  Mahon.  You  can  supply  that  figure  foi  the  record. 

Mr.  Mover.  The  second  large  area  is  in  the  Yangtse  Delta,  that  is, 
the  lower  Yangtse  in  here  [indicating].  That  is  largely  under  National 
Government  control. 

Mr.  Mahon.  In  the  vicinity  of  Shanghai. 

Mr.  Mover.  Yes,  sir,  in  the  vicinity  of  Shanghai,  up  the  river 
[indicating  on  map]. 

The  third  large  area  is  under  the  control  largely  of  the  Communists. 
That  is  the  North  China  coastal  plains,  it-  begins  about  at  the  Great 
Wall,  extending  pretty  well  inland.  It  is  a  large  area,  and  it  is  roughly 
in  there  [indicating  on  map].  This  climate  in  here  is  not  so  favorable, 
as  it  is  a  drier  climate,  but  it  is  still  fertile  soil,  and  the  area  is  a  very 
densely  populated  area. 

Another  very  large  area  is  in  Szechwan  Province,  which  is  one  of 
the  most  fertile  areas,  and  one  of  the  best  developed  of  the  agricultural 
regions.     That  is  completely  under  National  Government  control. 

The  Chairman.  Where  did   Ihey  formerly  produce  their  wheat? 
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Tvfr.  MoYER.  There  wheat  was  produced  all  the  way  from  here 
[indicating  on  map]  on  up,  but  the  major  part  of  it  was  produced  up 
here  [indicating],  in  north  China. 

The  Chairman.  What  do  they  produce  up  there  in  that  area  which 
you  marked? 

Mr.  MoYER.  That  is  largely  rice. 

The  Chairman.  Rice? 

Mr.  MoYER.  Yes,  sir. 

The  ChairiMan.  Does  rice  grow  in  a  higher  area  than  wheat,  that 
is,  the  higher  area  up  where  you  are  pointing  now? 

Mr.  jMoyer.  That  is  correct.  Of  course,  it  is  warmer  down  here 
[indicating].  They  could  raise  rice  up  here,  but  it  is  too  dry,  it  is 
about  two-thirds  to  one-third.  They  speak  of  the  rice  region  and 
the  wheat  region  as  about  60  and  40  percent. 

The  Chairman.  A  good  deal  of  what  they  produced  in  grain  came 
from  Manchuria,  did  it  not? 

Mr.  MoYER.  Quite  a  considerable  percentage  of  it. 

The  Chairman.  What  kind  of  agricultural  commodities  did  they 
raise  up  there? 

Mr.  MoYER.  Manchuria  was  until  recently  the  most  important 
exporter  of  soybeans. 

The  Chairman.  Soybeans? 

Mr.  AIoYER.  That  was  the  big  crop,  yes,  su-.  They  raised  some 
cereals  besides,  mostly  millet  and  sorghum. 

Mr.  Mahon.  For  what  do  they  use  the  soybeans?  Do  they  make 
them  into  margarine,  or  feed  them  to  the  cattle? 

Mr.  MoYER.  Some  of  them  were  fed  to  cattle.  In  north  China  that 
is  one  of  the  main  uses  of  them.  They  use  them  in  innumerable 
numbers  of  ways. 

The  Chairman.  When  they  made  oleo  did  they  color  it  to  look  hke 
butter? 

Mr.  MoYER.  I  do  not  think  the  Chinese  ever  made  oleo  out  of 
them.. 

I  should  have  mentioned,  of  course,  that  this  central  Manchurian 
plain  is  a  very  fertile  agricidtural  area. 

Mr.  Mahon.  Where  did  you  spend  most  of  your  time  when  you 
were  in  Cliina? 

Mr.  MoYER.  1  spent  most  of  my  time  in  north  China  right  here 
[indicating]  in  this  area,  Kwangsi  Province  where  there  were  Com- 
munists. 

Mr.  Mahon.  I  guess  the}^  were  not  there  when  you  Avere  there? 

Mr.  Mover.  No,  sir;  although  I  stayed  there  mitil  in  1939,  and 
the  Japanese  cam.e  there  in  1937.  Immediately  after  that  they  began 
to  organize  in  the  hills,  and  at  the  beginning  the  Com.m.unists  did  not 
have  veiy  much  control.  Just  an3d)od3^  who  v.as  not  Japanese  organ- 
ized and  went  into  guerrilla  "warfare.  The  Commmiists  at  that  time 
were  confined  to  a  sm.all  area  over  there  [indicating  on  map]. 

Immediately  after  that  they  got  into  these  areas  [indicating],  and 

the}'  gradually  extended  their  control  over  all  of  these  ai-eas.     At  the 

.time  I  left  tliere  at  the  end  of  1939  they  had  already  gotten  pretty 

far  control  over  the  last  units  operating  in  that  area  [indicating  on 

map]. 

Mr.  Keefe.  That  meant,  tlien,  that  the  original  penetration  was 
through  the  medium  of  the  utilization  of  these  guerrilla  bands  that 
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could  strike  quickly  and  move  out  and  destroy  or  take  an  area  and 
finally  they  have  gotten  them  all  under  one  tent,  so  to  speak? 
Mr.  AIoYER.  I  think  that  is  a  fair  statement. 

VALUE  OF  RURAL  RECONSTRUCTION  PROGRAM 

Air.  Keefe.  They  kept  on  the.  move,  and  they  are  moving  now,  and 
they  keep  moving-  right  on  around.  What  can  we  do  to  stop  it? 
That  is  what  this  program  is  supposed  to  be  for.  We  have  not  stopped 
it  with  what  we  have  done  up  to  date. 

Mr.  Mover.  One  of  the  constructive  things  that  this  program  does 
provide  is  the  rural  reconstruction  program? 

Mr.  Keefe.  That  is  a  long-time  program,  is  it  not? 

Mr.  Mover.  The  short-time  effect  that  it  coidd  have  would  be  in 
helping  to  restore  confidence  in  the  Government. 

One  factor  in  this  is  the  loss  of  confidence  in  the  Goverimient.  They 
feel  that  the  Govermnent  has  not  paid  attention  to  the  agricultural 
needs  of  the  people,  and  if  it  becomes  known  that  the  Goverimient  is 
embarking,  with  our  assistance,  on  a  sound  program  which  is  going 
to  bring  help  to  them  I  think  that  there  will  be  important  effects  from 

it- 
Mr.  Keefe.  I  note  you  envision  that  help  would  be  necessary  to 

carry  it  out  to  its  ultimate  end. 

Mr.  Mover.  It  will  not  be  done  in  1  year. 

Mr.  Keefe.  In  how  many  years,  would  you  say? 

Mr.  Mover.  Assuming  that  there  is  a  gradual  building  up  of  the 
strength  of  the  Government,  as  far  as  this  particular  program  is  con- 
cerned, I  would  think  that  about  3  years  would  be  enough,  if  there 
were  a  corresponding  increase  in  the  strength  of  the  Government  to 
support  it.  Of  course,  that  is  an  entirely  different  factor,  but  from 
the  technical  point  of  view,  or  from  the  point  of  getting  in  and  working 
with  what  is  available  now  and  developing  it,  I  woilUI  say  that  by  3 
years  it  would  be  pretty  well  established. 

Mr.  Keefe.  Suppose  you  get  into  this  white  area  adjacent  to  this 
coastal  plain  area  which  is  now  controlled  by  the  Communists,  and 
set  such  a  program  in  motion  and  the  Communists  come  in  there  and 
take  it  over,  what  is  going  to  prevent  them  from  doing  that  the  way 
they  are  enveloping  that  area  right  now? 

Mr.  Mover.  I  suppose  that  the  strategic  move,  unless  you  are 
pretty  certain  that  the  territory  can  be  held,  would  be  to  build  up 
strength  down  here  [indicating  on  map], 

Mr.  Keefe.  Then  it  is  involved  also  with  the  military  aspects  of 
this  situation,  is  it  not? 

Mr.  Mover.  Definitely. 

Mr.  Kerr.  Do  you  think  any  of  the  money  in  this  estimate  here 
would  be  expended  in  that  area  which  is  now  entirely  dominated  by 
the  Communists  up  there? 

Mr.  Mover.  No,  su\ 

Mr.  Kerr.  Then  it  would  have  to  be  spent  somewhere  else? 

Mr.  Mover.  Yes,  sir. 

technique  of  communist  operations  in  towns 

Mr.  Mahon.  When  you  talk  about  the  Communists  moving  in 
there  in  1938  and  1939,  when  you  were  in  China,  did  the  Communists 
move  into  the  country,  or  did  the  people  in  the  country  become  Com- 
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munists?  In  other  words,  is  there  a  great  change  in  population  in 
these  pink  areas,  or  is  it  a  fact  that  the  people  living  there  have  gone 
over  to  the  Cominimist  system? 

Air.  AIoYER.  There  is  not  any  great  change  in  population. 

Mr.  Mahon.  Just  explain,  if  you  can,  how  a  community  becomes  a 
Communist  community.  Do  the  people  more  or  less  seem  to  fall  in 
line  with  communism  or  not? 

Mr.  Mover.  There  is  not  any  great  change  in  population.  As  I 
understand  it,  usually  somebody  comes  into  a  community  representing 
the  Communist  headquarters.  They  live  there  in  very  simple  fashion, 
and  begin  talking  about  some  of  these  enticing  promises  to  the  people; 
they  get  them  interested  in  it  and  organize. 

Mr.  Keefe.  Just  like  they  do  here,  is  not  that  true,  using  exactly 
the  same  tactics,  and  it  is  the  same  the  world  over? 

IMr.  Mover.  Eventually  they  get  control  and  then  begin  enforcing 
their  regulations  and  bringing  the  people  into  line  with  what  they  wish 
to  carry  out . 

Mr.  Keefe.  They  do  it  by  force,  do  they  not?  A  guerrilla  band 
moves  in.  After  the  other  fellow  is  softened  up  they  move  in,  and 
then  a  guerrilla  band  moves  in  and  takes  over,  and  anybody  who  gets 
in  their  way  finds  himself  out  on  the  dump  heap ;  is  not  that  about  the 
way  it  works? 

Air.  Mover.  I  thinlv  so.  I  talked  to  someone  the  other  day  who  had 
just  traveled  in  these  areas.  He  said  that  actually  there  is  almost  no 
constructive  effort  being  made.  They  talk  a  lot  about  their  con- 
structive effort  but  it  is  chiefly  business.  They  are  in  the  revolu- 
tionary phase. 

Mr.  Mahon.  Are  you  going  to  help  to  administer  this  program  over 
there? 

Mr.  AIoyer.  Yes,  I  believe  it  is  intended  that  I  shall  have  some 
connection  with  it. 

CHANCE    FOR    SUCCESS    OF    PROGRAM 

Mr.  Mahon.  Do  you  think  that  you  can  make  a  worth-while 
contribution  with  the  funds  which  are  suggested  by  this  appropriation? 

Mr.  MoYER.  I  do  not  think  that  anybody  would  go  so  far  as  to 
say  that  certainly  it  can  be  done,  but  I  would  go  so  far  as  to  say  that  I 
think  there  is  a  reasonable  chance. 

Mr.  Keefe.  It  is  a  "calculated  risk"? 

Air.  AloYER.  Yes,  sir,  I  think  it  is  a  calculated  risk. 

Air.  Keefe.  We  have  heard  that  a  good  many  times. 

Air.  AloYER.  Yes,  sir. 

Air.  AIahon.  You  think  you  may  keep  the  entire  area  from  becom- 
ing pink  and  sort  of  slow  up  the  process  of  disintegration  and  if  the 
Government  does  firm  up  that  it  can  possibly  stand  on  its  own  feet 
and  maintain  some  degree  of  stability? 

Air.  AloYER.  Well,  I  speak  for  the  agricultural  part  of  it.  The 
point  you  are  speaking  of  depends  on  a  good  many  things,  but  my 
opinion  of  the  over-all  picture  would  be  that  there  is  enough  possibility 
in  it  to  go  into  it,  and  that  there  is  a  calculated  risk  in  it,  but  enough 
of  a  chance  of  success  to  be  worthy  of  the  effort. 

Air.  AIahon.  If  80  percent  of  the  people  in  China  are  agricultural, 
then  anything  that  will  enthuse  or  bring  a  little  hopefulness  into  the 
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agricultural  elements  of  the  country  should  certainly  be  worth  while, 
as  I  see  it. 

Mr.  MoYER.  That  has  been  my  conviction  for  some  time,  and  it  was 
the  con\action  of  this  agricultural  mission  that  went  out  there.  When 
we  came  back  we  felt  quite  strongly  that  way,  and  that  feeling  was 
shares  by  many  others  who  were  there. 

Mr.  Mahon.  If  the  Nationalist  Government  could  develop  the 
feelmg  among  the  farmers  as  it  has  been  developed  in  this  country 
that  the  Government  is  their  friend,  if  they  could  discover  some 
way  of  being  known  by  agricultural  China  as  the  farmers'  friend,  it 
would  help. 

Mr.  MoYER.  Precisely.  This  should  become  known  as  a  National 
Government  program.  It  is  not  going  to  be  easy.  I  am  not  trying  to 
minimize  the  difficulties  involved,  but  that  is  a  thing  to  work  for,  and 
I  think  there  is  a  reasonable  chance  of  developing  it  along  that  line . 

ATTITUDE  OF  CHINESE  NATIONALIST  GOVERNMENT  TOWARD 

PROGRAM 

Mr.  Keefe.  Has  the  Nationalist  Government  been  consulted  with 
respect  to  this  proposition,  and  has  the  Nationalist  Government  itself 
indicated  its  intention  of  joining,  that  it  will  ever  join  m  such  a  program 
as  that? 

Mr.  MooRE.  I  think  they  are  aware  of  the  fact  that  this  act  provides 
that  there  shall  be  an  agreement  between  this  country  and  China  to 
set  up  this  Joint  Rural  Reconstruction  Commission,  to  be  appointed, 
as  you  know,  two  Americans  by  the  President  of  the  United  States, 
and  three  Chinese  by  the  President  of  China,  and  that  the  Joint 
Rural  Reconstruction  Commission  is  to  formulate  and  carry  out  the 
program  under  the  dhection  and  the  control  of  the  Administrator. 

Mr.  Keefe.  Now,  Mr.  Moore,  I  am  very  happy  to  know  this,  and 
the  gentleman's  statement  indicates  a  fine  concept  of  an  ideological 
situation  that  I  woidd  liJve  to  see  carried  out,  but  we  have  been  dealing 
with  this  situation  over  there  for  a  long  time. 

General  Marshall  went  over  there  and  he  is  now  Secretary  of  State, 
and  he  struggled  around  a  while  with  the  Chinese  situation  and  did 
not  get  anywhere  and  he  came  back  home  and  threw  his  hands  up  in 
the  air.  We  sent  General  Wedemeyer  over  there,  and  we  have  had 
other  missions  over  there  and  nothing  has  happened.  I  do  not  know 
why  we  have  not  been  able  to  make  any  progress,  and  now  we  are 
going  to  have  another  mission  go  over  there  to  try  to  get  somewhere, 
but  somewhere  along  the  line  there  is  somebody  who  is  throwing  a 
monkey  wrench  into  the  machinery,  and  while  we  are  doing  all  of  this 
''missionizmg,"  so  to  speak,  the  Communists  are  moving  in.  Is  not 
that  about  the  way  it  sizes  up? 

Mr.  Moore.  Of  course,  this  mission  that  we  send  over  there,  if  you 
just  take  it  in  absolute  terms,  cannot,  in  itself,  stop  the  Communists. 
It  is  perfectly  true  the  basis  of  this  program  is  that  the  Chinese  have 
to  take  steps  to  try  to  put  their  house  in  order,  to  try  to  reverse  this 
process  of  deterioration  that  has  been  previously  going  on. 

Mr.  Keefe.  Then  there  is  this  fact  in  the  picture  that,  as  far  as 
this  EGA  progi-am  is  concerned,  and  its  administration,  it  is  deter- 
mined to  see  to  it  now  that  as  a  price  of  continued  aid  that  certain 
steps  are  going  to  be  taken?     Do  I  so  understand? 
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Mr.  Moore.  Yes.  As  to  what  the  specifics  will  be — when  you  are 
dealing  with  a  sovereign  government,  as  to  what  the  specifics  would 
be,  1  am  not  in  a  position  to  say  here  now,  but  we  have  a  structure 
in  this  which  is  a  particularly  fine  example,  and  it  is  the  first  time 
that  I  think  we  have  had  it,  namely  this  Joint  Rural  Reconstruction 
Commission  wliich  is  trying  to  get  at  the  grass  roots  of  the  problem 
and  trying  to  get  started  on  the  improvement  at  the  grass  roots. 
Of  course,  when  it  comes  to  imports,  these  necessary  imports  of  food, 
of  cotton,  of  petroleum,  and  things  of  that  kind,  that  is  in  the  nature 
of  simph^  keeping  the  economy  going  while  you  can  hope  to  work  out 
some  of  these  problems. 

As  you  may  remember,  there  was  a  statement  that  was  made  by 
Gen.  Chang  Chun,  president  of  the  Executive  Yuan  of  tbe  Republic 
of  China,  which  v.'as  released  for  publication  in  Nanking  on  January 
28,  1948,  and  which  was  really  for  the  purpose  of  appealing  for  aid 
from  America,  and  I  think  it  would  be  well  if  I  read  this,  because  it 
is  the  basis  of  talks  which  we  shall  have  with  them,  and  which  the 
State  Department  in  consultation  with  the  Administrator  will  have. 
He  said  that: 

As  a  result  of  her  suffering  and  losses  during  more  than  8  years  of  war  and  the 
subsequent  Communist  rebellion,  China  is  now  facing  unprecedented  economic 
difficulties.  In  order  to  overcome  these  difficulties,  the  Chinese  Government,  in 
the  light  of  the  long  history  of  Chinese-American  friendship,  has  requested  eco- 
nomic and  technical  assistance  from  the  United  States.  It  was  with  gratification 
that  the  Chinese  Government  noted  the  inclusion  of  China  in  the  interim-aid  biU 
and  the  announced  intention  of  the  United  States  Government  to  take  early  action 
during  the  present  session  of  the  Congress  to  provide  substantial  aid  for  China. 
The  Chinese  Government  fully  recognizes  that  in  order  to  secure  the  maximum 
benefit  from  external  aid  and  adequate  and  practicable  program  of  domestic 
measures  of  self-help  is  needed.  This  program  should  at  the  beginning  lay  stress 
on  financial  and  economic  measures  of  immediate  importance  which  will  be  fol- 
lowed or  accompanied  by  certain  other  reforms  in  the  fields  of  general  adminis- 
tration and  military  reorganization. 

The  main  financial  and  economic  reform  measures  which  the  Chinese  Govern- 
ment intends  to  undertake  are: 

(1)  Control  and  readjustment  of  Government  expenditures  both  in  Chinese 
national  currency  and  foreign  currencies  so  as  to  realize  all  practicable  economies. 

(2)  Improvement  of  the  national,  provincial,  and  local  tax  systems  and  the 
administration  thereof  with  the  dual  object  of  increasing  the  yield  and  placing  the 
tax  burden  upon  economic  groups  that  are  best  able  to  pay. 

(3)  With  a  view  to  insuring  greater  efficiency  in  the  performance  of  their  duties, 
the  treatment  of  civil  servants  as  well  as  officers  and  men  will  be  gradually  raised. 
Simultaneously,  a  program  will  be  enforced  for  the  gradual  reduction  of  Govern- 
ment personnel. 

(4)  Strengthening  and  extension  of  control  over  the  supply  of  e.'^sential  com- 
modities of  daily  necessity  with  a  view  to  checking  speculation  and  the  abnormal 
rise  of  prices. 

(5)  In  order  to  insure  the  maximum  effectiveness  of  external  aid,  every  effort 
will  be  made  toward  laying  the  basis  for  a  more  stable  monetary  system. 

(6)  Banking  and  credit  systems  to  be  reformed  through  the  centralization  of 
control  in  the  Central  Bank  of  China  and  the  maintenance  of  a  counterinflationary 
policy. 

(7)  Promotion  of  exports  through  removal  of  obstacles  to  export  movements. 

(8)  Improvement  of  import  controls;  but  as  soon  as  conditions  permit,  the 
emergency  control  measures  shall  be  modified. 

(9)  Improvement  of  agricultural  production  and  rural  conditions  and  land 
reforms  through  the  adoption  of  such  recommendations  of  the  China-United 
States  Agricultural  Mission  as  are  suitable  for  early  introduction. 

(10)  Rehabilitation  of  communications  and  essential  industries  as  far  as 
conditions  permit  in  order  to  increase  production  and  reduce  dependence  upon 
abnormal  imports. 
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One  of  the  things  I  beheve  is  contemplated  is  that  we  urge  upon 
the  Chinese  Government  the  importance  of  taldng  steps  for  proceeding 
as  rapidly  as  they  can  in  the  direction  of  this  very  statement  that 
was  made  here  as  a  basis,  in  effect,  for  an  appeal  for  aid. 

ALLOCATION  OF  EGA  FUNDS  DERIVED  FROM  PUBLIC   DEBT  TRANSACTION 

Mr.  Keefe.  Wliat  part,  if  any,  of  the  original  $1,000,000,000 
which  was  given  to  EGA  arising  from  the  public  debt  transaction  was 
made  available  to  China  to  start  the  pipe  line? 

Mr.  Moore.  The  act  provided,  under  the  European  phase  of  the 
program,  for  the  advance,  pending  appropriations,  of  $1,000,000,000, 
and  then  under  the  China  Aid  Act,  title  IV  of  the  basic  act,  it  pro- 
vided for  the  advance  of  $50,000,000.  There  has  been  allocated  to 
ECA  out  of  that  $50,000,000  advance,  $36,500,000,  which  happens  to 
be  the  proportion  as  between  $338,000,000  and  the  total  of  $463,000,- 
000.  That  $36,500,000  is  the  basis  of  a  program  to  continue  certain 
basic  imports  that  are  needed  there,  which  were  supplied  in  a  state- 
ment yesterday,  such  as  wheat,  rice,  cotton,  oil,  and  fertilizer,  which 
are  their  basic  essential  imports  and  which  will  provide  for  about  Iji 
months  of  then-  minimiun  requirements. 

COTTON     PRODUCTION     AND     NEED     FOR     IMPORTATION     FROM     UNITED 

STATES 

Mr,  Mahon.  I  would  like  a  brief  comment  on  the  cotton  produc- 
tion. Where  is  the  cotton  production  here,  and  why  is  it  necessary 
for  them  to  import  cotton  from  the  United  States? 

Mr.  MoYER.  There  are  three  principal  cotton  areas.  One  is  the 
north  China  plain.  That  is  almost  completely  cut  off.  Another  im- 
portant cotton  area  is  to  the  west  of  that.  That  is  still  in  the  hands 
of  the  Government  but  is  not  accessible  to  the  principal  spinning 
facilities  which  are  in  Shanghai  and  a  few  other  coastal  cities.  The 
railway  facilities  have  been  cut. 

Mr.  Mahon.  In  other  words,  the  principal  reason,  perhaps,  for 
the  importation  of  cotton  is  that  their  own  supplies  are  not  accessible 
to  the  Nationalist  Government? 

Mr.  MoYER.  I  would  say  that  is  the  principal  reason.  They  have 
always  imported,  but  a  decreasing  amount.  The  Chinese  own  produc- 
tion was  more  and  more  sufficient  for  their  needs  prior  to  the  war, 
and  had  it  not  been  for  the  war  I  am  sure  by  now  their  production 
would  have  been  sufficeint  for  their  needs,  on  the  old  levels.  Of 
course,  facilities  were  cut  during  the  war,  too,  but  I  think  the  princi- 
pal reason  would  be  the  loss  to  the  Nationalist  Government  of  a  good 
many  of  the  cotton-producing  areas. 

Mr.  Mahon.  We  are  furnishing  hundreds  of  bales  of  cotton  to 
Japan.  They  are  spinning  it  up  in  their  textile  mills  and  milling  it. 
Why  do  not  the  Chinese  barter  something  from  them? 

Mr.  Moyer.  I  did  not  know  that  that  was  the  case.  I  do  not 
know  at  this  moment  what  China  could  export  in  return,  I  under- 
stand they  did  have  some  sugar  available  from  Formosa.  I  do  not 
know  what  they  bartered  that  for.  There  might  be  some  other  things. 
That  is  one  of  the  reasons  for  developing  these  exports,  so  they  will 
have  something  to  use  in  exchange. 
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Mr.  Mahon.  Thej^  will  not  export  these  textiles;  they  will  use  the 
textiles  to  keep  body  and  soul  together. 

Mr.  MoYER.  Oh,  yes. 

Air.  EuTTERWoRTH.  If  I  may  volunteer  a  statement,  the  impression 
is  that  under  the  arrangement  by  whicli  the  cotton  is  furnished  to 
Japan  for  export,  repayment  has  to  be  made  in  dollars  and  therefore 
the  export  markets  are  restricted  to  those  countries  that  can  pay  in 
dollars.  It  would  be  the  aim  of  the  Chinese  who  have  an  excess  of 
mills  to  import  the  raw  cotton  rather  than  to  import  the  expensive 
finished  commodity. 

Mr.  Mahox.  I  see. 

BREAK-DOWN  OF  COMMODITY  PROGRAMS 

The  Chairman.  I  would  like  to  have  put  into  the  record  at  this 
point  the  table  appearing  on  page  9,  leaving  out  the  first  two  columns 
and  the  items  not  involved  in  your  proposal. 

(The  table  referred  to  is  as  follows:) 

Economic  aid  to  China 

Proposed  pTogram 

under  $33'<,000,000 

authorization 

1.  Cereals  (wheat  and  rice) $85,000,000 

2.  Cotton 72,500,000 

3.  Petroleum  and  petroleum  products 65,  000,  000 

4.  Fertilizer 24,  000,  000 

5.  Tobacco - 10,000,000 

6.  Metals 

7.  Pharmaceuticals 

8.  Coal 

9.  Replacement  articles  for  existing  capital  equipment 20,  000,  000 

Total 276,  500,  000 

Reconstruction  projects 60,  000,  000 

Total - 336,500,000 

Administration 1 ,  500,  000 

Total 338,  000,  000 

CEREALS 

The  Chairman.  We  will  hisert  the  table  on  cereals  appearing  on 
page  11. 

(The  table  referred  to  is  as  follows:) 

Commodity  Progkam  Justification 

CEREALS 

Aid  program 

It  is  proposed  that  $85,000,000  be  spent  for  the  purchase  of  193,000  tons  of 
wheat,  or  its  equivalent  in  flour,  and  282,000  tons  of  rice.  About  one-half  of 
the  wheat  and  one-third  of  the  rice  would  be  procured  in  the  United  States. 
The  remainder  should  be  available  from  China's  customary  sources  of  supply. 
The  quantities  under  consideration  are  well  below  China's  anticipated  allocations 
of  grain  from  the  International  Emergency  Food  Committee. 
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Period 

Source 

Quantity  (long  tons) 

Average 

landed  cost 

(per  long 

ton) 

Estimated 
total  cost 

April-June  1948  

United  States..... 

Other 

Utiited  States 

Other 

18,000,  wheat  or  equivalent.. 
82,000,  rice        

$116 
200 
116 
133 
275 
200 

$2,088,000 

16, 400, 000 

July  1948-March  1949 

75.000,  wheat  or  equivalent. . 
100,000,  wheat  or  equivalent. 
SO  000  1  ice                           -  - 

8, 700, 000 
13, 355, 000 

United  States 

Other 

21, 000, 000 

120,000,  rice 

24,000,000 

Total 

85,  543, 000 

COTTON 

The  Chairman.  We  will  insert  the  first  paragraph  at  the  top  of 
page  13,  on  cotton. 

(The  paragraph  referred  to  is  as  follows:) 

COTTON 

Aid  program 

The  $72,500,000  in  the  Chinese  aid  program  earmarked  for  cotton,  would  pro- 
vide approximately  370,000  bales.  The  price  is  computed  as  $195.85  per  bale 
c.  i.  f.  Shanghai,  based  on  United  States  prices  as  of  April  1,  1948. 

PETROLEUM 

The  Chairman.  We  will  insert  page  16  with  the  footnote. 
(The  table  referred  to  is  as  follows:) 

Table  l.— Estimated  total  quantity  and  cost  of  Chinese  petroleum  requirements  for 
civilian  consumption,  Apr.  1,  1948-Mar.  30,  1949 

[000  omitted] 


Item 

Quantities 

in  barrels 

(42  gallons) 

Total  cost 

Aviation  easolinp                                             -  _ . -  -~ 

320 
1,400 
3,000 

700 
2,400 
6,600 

300 
12 

600 

$2,740 

7,756 

15, 960 

Anfo  Oiosp]                                                                  -   - - 

3,661 

11, 760 

Fuel  oil                                                                             - - 

29,436 

Lnhe  oil                                                                 - -  -- _   __  - 

5,298 

684 

Cnidp  oil                                                                                          - -- 

2,418 

Total 

1  15,  332 

1  79, 443 

1  Products  with  a  value  of  approximately  $14,000,000  will  be  paid  for  by  sterlmg. 

It  is  difficult  to  arrive  at  cost  figures  for  a  program  during  a  period  when  pro- 
ducts and  transportation  are  short  worldwide  and  there  is  a  constant  pressure 
from  many  sources  to  move  all  costs  upward.  The  prices  used  are  April  1,  1948, 
market  quotations  for  products  and  transportation.  The  cost  per  barrel  for 
products  and  for  transportation  are  shown  in  table.  II. 


FERTILIZERS 


The  Chairman.  We  will  insert  the  table  at  the  bottom  of  page 
19  and  the  top  of  page  20,  dealing  with  fertilizers. 
(The  table  referred  to  is  as  follows:) 
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FERTILIZERS 

Aid  program 

A  total  of  $24,.000,000  is  proposed  for  imported  fertilizers  for  China  for  the 
period  April  1,  1948,  to  March  31,  1949,  approximately  75  percent  for  nitrogenous 
and  25  percent  for  phosphatic  fertilizers.  In  terms  of  the  plant-food  elements, 
this  program  would  cover  the  procurement  of  fertilizers  containing  42,100  short 
tons  of  nitrogen  and  approximately  20,000  tons  of  P2O5. 

Nitrogenous  fertilizer  programed  Apr.  1,  1948-Mar.  31,  1949 


Source 


Quantity, 
short  tons  '■ 


Estimated 
price  per  ton 
cost,  insur- 
ance and 
freight 
Apr.  1,  1948 


Total  value 


North  and  South  America 
Europe 

Total 


32,100 
10, 000 


$428 
428 


$13,  700, 000 
4, 300, 000 


42, 100 


18, 000, 000 


1  These  quantities  are  estimates  based  on  1947-48  lEFC  recommended  allocations. 

Soluble  phosphatic  fertilizers  programed  Apr.  1,  1948-Mar.  31,  1949 


Source 

Quantity, 

short  tons 

P2O6 

Estimated 
price  per  ton 

of  P2O5 
cost-  insur- 
ance, and 
freight 
Apr.  1,  1948 

Total  value 

United  States  and  Canada          ..  -    

20, 000 

$300 

$6, 000, 000 

TOBACCO 

The  Chairman.  We  will  insert  page  21  and  the  first  line  on  page  22, 
dealing  with  tobacco. 

(The  pages  referred  to  are  as  foUows:) 

tobacco 

Aid  program, 

It  is  proposed  to  finance  delivery  of  30,500,000  pounds  of  United  States  tobacco 
to  cost  $10,000,000,  as  follows: 


Cost,  insur- 
ance, and 
freight,  per 
pound  as  of 
April  1 

April  1948-March  1949 

Pounds 

Cost 

Leaf  tobacco - 

$0.40 
.125 

22,500,000 
8,000,000 

$9,000,000 

Stems,  trimmings,  scrap             .                -     -.      

■   1,000,000 

Total - - - 

30, 500, 000 

10, 000, 000 

Requirements 

Tobacco  is  an  essential  part  of  the  Chinese  economy.  Cigarette  manufacture 
has  developed  into  the  second  most  important  manufacturing  industry  of  China. 
Supplies  of  United  States  leaf  to  supplement  and  complement  native  leaf  are 
needed  to  make  possible  maximum  outi)ut.  Since  employment  in  cigarette  manu- 
facturing and  distribution  is  important  in  China's  domestic  economy — approxi- 
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mately  10  percent  of  industrial  workers  in  Shanghai  are  so  employed — imports  of 
tobacco  are  of  considerable  significance  to  the  laboring  force  in  industrial  cities. 
Cigarette-tax  revenue  is  the  third  most  important  source  of  Chinese  Govern- 
ment revenue,  and  hence  the  maximum  manufacture  and  sale  of  cigarettes  aids 
in  stabilizing  the  Government's  fiscal  position  by  providing  revenue  from  this 
customary  and  highly  important  source. 

CAPITAL    EQUIPMENT 

The  Chairman,  We  will  insert  page  23. 
(The  table  referred  to  is  as  follows:) 

REPLACEMENT   ARTICLES    FOR    EXISTING    CAPITAL   EQUIPMENT 

Aid  program 

It  is  proposed  that  $20,000,000  be  allocated  for  the  procurement  of  replacement 

articles  for  existing  capital  equipment.     Based  upon  expected  availabilities  in 

the  United  States  and  the  pattern  of  1947  imports  of  this  kind  of  equipment  into 

China,  a  suggested  distribution  of  expenditure  of  this  sum  is  given  below: 

C  i.  f.  cost 
Item  (Millions) 

Electric  machinery $3.  6 

Prime  movers 5.  3 

Textile  machinery 1-  3 

Trucks,  other  vehicles,  tractors,  etc 5.  7 

Commercial  aircraft 1-  0 

Hand  tools 0.  7 

Pumping  machinery  and  parts 0.  3 

Machine  tools 1-0 

Printing,  bookbinding,  etc.,  machinery 0.  5 

Steel  rails 0.  6 


20.0 
Administrative  Expenses 

The  Chairman.  What  about  administrative  expenses? 

Mr.  Cawley.  I  have  a  schedule  which  may  supplement  the  rna- 
terial  here,  which  is  similar  to  the  one  that  we  used  in  connection  with 
other  ECA  expenses.     You  might  want  it  inserted  in  the  record. 

The  Chairman.  We  will  insert  it  in  the  record,  and  immediately 
following  it  we  will  insert  the  gi"een  sheets. 

(The  matter  referred  to  is  as  follows:) 
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Expenses,  China  aid,  Economic  Cooperation  Administration,  Executive  Office  of  the 

President,  Apr.  4,  1948~Apr.  3,    1949 


FUNDS  AVAILABLK  FOR  OBLIGATION 


Appropriation  or  estimate. 


OBLIGATIONS  BY  ACTIVITIES 

1.  Administrat ion -._ 

2.  Commodity  procurement 

3.  Reconstruction __ 

4.  Grants  (section  404  (b)  Public  Law  472) 


Total  obligations. 


m 

02 
03 
04 
05 

Ofi 
07 
08 

09 

11 


OBLIGATIONS  BY  OBJECTS 

Personal  services 

Travel 

Transportation  of  tilings 

Communication  services 

Rents  and  utilities 

Printing  and  binding.. 

Other  contractual  services 

Supplies  and  materials --- 

Commodities 

E  quipment 

Capital  equipment - 

Grants,  subsidies,  and  contributions.- 


Total  obligations. 


DETAIL  OF  PERSONAL  SEKTICES 

Departmental: 

Clerical,  administrative,  fiscal  service: 
Grade  IG.  $10,000  and  over: 

Special  assistant  for  China 

Deputv  special  assistant  for  China , 

Grade  14.  Range  $8,179  to  $9,376: 

Administrative  officer... 

Admin istrati  ve  analyst 

Grade  13.  Range  $7,102  to  $8,059:  Administrative  analyst. 

Grade  12.  Range  $5,90.5  to  $f;,8fi2:  .\nalyst.. _. 

Grade  11.  Ranre  $4,902  to  .$5,905:  Analyst 

Grade  9.  Range  $4,149  to  $4,902:  Analyst 

Grade  7.  Range  .$3,397  to  $4,149 

Grade  5.  Range  $2,644  to  .$3,397 

Professional  service: 

Grade  8.  Range  .$9,975  to  .$10,000: 

Industry  analyst 

Assistant  chief 

Grade?.  Range  $8,179  to  $9,376:  Country  specialist 

Grade  6.  Range  $7,102  to  .$8,059:  Comitry  specialist 


Total  permanent,  departmental. 
Less,  paid  from  other  appropriations 


Total  personal  services. 
Less  lapses 


All  personal  services,  departmental- 


Field: 

Foreign  service  reserve  officers: 

Class  1.  Range  $12,000  to  $13,500: 

Chief,  China  aid  missioh 

Deputy  chief  of  mission 

General  economic  adviser 

Chief,  liaison  stalT. 

Class  2.  Range$10,009  to  $11,900: 

General  economic  adviser 

Financial  adviser.  

Procurement  and  stock-piling  adviser. 

Food  and  agricultural  specialist 

Fertilizer  specialist 

Petroleum  specialist. 

Reconstruction  and  works  officer 

Legal  adviser... 

Public-relations  officer 

■Investigator 

Assistant  liaison  officer 

Regional  representative 


Estimate,  1949 


Number 


38 
2 


36 


1 
1 
1 

1 

2 
1 
2 
3 
1 
1 
12 
1 
1 
1 
1 
3 


Total  salary 


$463, 000, 000 


1.  500, 000 

276.  500. 000 

60, 000, 000 

125, 000.  000 


463, 000, 000 


720, 698 

215,102 

288, 145 

8,254 

1,619 

10,  520 

90, 919 

10.550 

256,  500,  000 

1,'54, 193 

20, 000.  000 

185,000,000 

463, 000. 000 


15,000 
12, 000 

8,179 
16, 3,58 
21,306 
11,810 
14  706 
24, 894 

6,794 
21,331 


30,000 
10, 000 
24,537 
14,  204 


231,117 
27,000 


204,  119 
44, 119 


160,000 


13.500 
12.500 
12, 000 
12, 000 

20,000 
10,000 
20,  OOO 
30.  000 
10,000 
10,  000 
120,000 

10.000 

10,  000 
10.  000 
10,  000 
30,000 
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Expenses,  China  aid,  Economic  Cooperation  Administration,  Executive  Office  of  the 
President,  Apr.  4,  1948-Apr.  3,  1949 — Continued 


Estimate,  1949 


Number 


Total  salary 


DETAIL  OF  PERSONAL  SERVICES— Continued 

Field— Continued 

Foreign  service  reserve  officers — Continued 
Class  3.  Range  $8,000  to  $9,900: 

Financial  adviser 

Procurement  and  stoclv-pilinfi  adviser 

Food  and  agricultural  specialist 

Fertilizer  specialist , 

Petroleum  specialist 

Lesal  adviser 

Statistical  and  reports  officer 

Investisator 

Rationing  control  officer 

Class  4.  Ranse  $0,000  to  $7,900: 

Food  and  agricultural  specialist 

Petroleum  specialist 

Reconstruction  and  works  officer 

Statistical  and  reports  officer 

Investisator 

Class  5.  Ranse  $4,500  to  $5,900: 

Reconstruction  and  works  officer 

Statistical  and  reports  officer 

Foreien  service  staff: 

Class  4.  Range  $R,660  to  $7,620:  Administrative  officer. 
Class  5.  Range  $(5,120  to  $7,140: 

General  service  offia>r 

Budget  and  fiscal  officer 

Class  6.  Range  $5,.580  to  $0,480:  Personnel  officer 

Class  11.  Ranse  $3,240  to  $3,960 

Class  12.  Range  $2,880  to  $3,600 

Class  13.  Range  $2,520  to  $3,240 

Class  14.  Range  $2,160  to  $2,880 


Total  Americans. 
Total  aliens 


Less  lapses . 


Living,  post  allowances- 


All  personal  services,  field_ 
Deduct  use  of  local  currency 


Net,  personal  services,  field- 
01    All  personal  services 


1 
1 
1 
2 
5 
9 
33 


122 

25 


147 


$8,  000 

32,  000 

32.  000 

8,  000 

8,000 

16,000 

8,000 

24,  000 

32, 000 

36, 000 
6,0C0 

12,  000 
6.000 

12,  000 

9, 000 
4,500 

6,660 

6,120 
6,120 

5,580 

6,540 

14,  400 

22,  680 
71,  280 


732, 880 
24,  600 


757, 480 
-127,480 


630, 000 
+368,  220 


998,  220 
-437,  522 


560, 698 


720,  698 


Thursday,  May  20,  1948. 

The  Chairman.  Your  thought  with  reference  to  this  situation  seems 
to  be,  according  to  what  I  get,  that  this  fund,  if  appropriated,  will 
encourage  the  Chinese  Nationalists  in  their  struggle  with  the  Com- 
munists, and  if  they  are  given  that  encouragement  it  will,  to  a  con- 
siderable extent,  contribute  to  their  success.     Is  that  the  idea? 

Mr.  Moore.  Yes,  sir. 


STATUS  OF  INTERIM  AID  FUNDS 

The  Chairman.  I  guess  there  was  $38,000,000  provided  last  year, 
including  what  was  in  the  interim  aid  bill  last  December,  was  there 
not? 

Mr.  Cleveland.  $45,000,000. 

The  Chairman.  $45,000,000? 
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Mr.  Cleveland.  Yes,  $45,000,000  approximately. 

The  Chairman.  What  has  happened  to  that?  Did  you  place  that 
in  the  record? 

Mr.  Cleveland.  We  placed  in  the  record  the  day  before  yester- 
day a  table  showing  the  procurement  initiated  and  the  shipments 
made  against  the  two  funds,  both  of  which  were  appropriated  under 
Public  Law  84. 

Mr.  Moore.  Here  is  a  copy  of  it  for  you,  sir. 

The  Chairman.  That  is  down  to  what  date? 

Mr.  Cleveland.  That  is  do^vn  to  June  30. 

The  Chairman.  The  30th  of  June  when,  of  the  coming  year? 

Mr.  Cleveland.  Of  this  year. 

The  Chairman.  This  is  an  estimate,  is  it  not,  then? 

Mr.  Cleveland.  Oh,  you  mean  as  of  what  date  are  these  figures? 

The  Chairman.  Yes, 

Mr.  Cleveland.  These  are  figm'es  as  of  April  30. 

The  Chairman.  Does  that  mean  that  the  whole  amount  has  been 
obligated  or  not? 

Air.  Cleveland.  Procurement  has  been  initiated  on  all  of  it,  and 
all  of  the  funds  have  been  obligated  with  the  exception  of  about  25 
percent  of  the  medical  supplies  which  the  Bm-eau  of  Federal  Supply 
tells  us  they  have  yet  to  place  contracts  on. 

reason  for  lag  in  shipment  of  medical  supplies  under  interim 

aid 

The  Chairman.  Well,  a  very  large  percentage  of  the  wheat  and 
rice  has  been  shipped,  but  a  very  small  percentage  of  the  medical 
supplies  has  been  shipped  out. 

Mr.  Cleveland.  That  is  right,  yes,  sir. 

The  Chairman.  "V\Tiy  is  that,  because  you  cannot  get  them,  or  do 
not  need  them? 

Mr.  Cleveland.  That  was  partly  because  the  requu'ements  work 
which  took  place  in  China  and  involved  the  coordination  of  the 
thoughts  of  all  of  the  American  voluntary  agencies  as  well  as  those 
of  the  Chinese  agencies,  took  a  considerable  time.  Also,  although 
those  quantities  have  been  in  procm-ement  in  some  cases  for  2  or 
3  months  they  are  mostly  quite  difficult  to  supply,  being  very  de- 
tailed items,  very  detailed  lists  of  medical  supplies. 

The  Chairman.  It  makes  me  wonder  whether  we  need  to  put  up 
so  much  of  it  at  this  time  if  we  have  a  big  backlog  there. 

Mr.  Cleveland.  The  backlog  is  entirely  in  the  medical  supplies 
category,  and  partly  for  that  reason  there  is  no  provision  for  medical 
supplies  in  the  new  program. 

The  Chairman,  There  is  none. 

Mr.  Cleveland.  No,  sir,  there  is  none. 

The  Chairman.  Was  there  a  message  sent  from  our  State  Depart- 
ment, or  someone  in  it,  to  the  Generalissimo  to  the  effect  that  if  he 
did  not  take  some  of  the  Communists  into  his  Government  that  aU 
further  aid  would  cease? 

Mr.  Butterworth.  I  know  of  no  such  statement,  but  I  was  not 
in  the  State  Department  at  that  time. 

The  Chairman.  Is  there  anybody  else  who  can  answer  that  ques- 
tion?    Have  you  heard  of  it? 
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Mr.  BuTTERWORTH.  No,  sir. 

The  Chairman.  Do  you  have  any  idea  as  to  how  this  $125,000,000 
would  be  used? 

Mr.  BuTTERWORTH.  The  only  indication  that  we  have  as  to  the 
Chinese  intentions  is  that  one  of  the  Chinese  officials  informally  told 
us  that  they  expected  to  use  this  sum  for  military  supplies. 

The  Chairman.  If  it  is  provided  the  way  the  thing  is  drawn  at  the 
present  time  it  has  to  be  turned  over  to  them  without  control,  does 
it  not? 

Mr.  BuTTERWORTH.  That  was  the  intent  of  the  Congress. 

The  Chairman.  You  mean  that  is  what  your  language  said  that 
accompanied  the  bill. 

PROCEDURE    FOR    PROCUREMENT    AND    DELIVERY    OF    COMMODITIES 

Now,  how  about  the  rest  of  this  $338,000,000,  is  that  supposed  to  be 
credited  to  the  Chinese  and  to  let  them  draw  on  it,  just  as  they  please, 
or  is  that  to  be  under  some  control? 

Mr.  MooRE.  No,  sir,  it  is  not  to  be  drawn  on  as  they  please,  and  it  is 
to  be  under  control. 

The  Chairman.  Is  it  to  be  spent  by  us  and  the  merchandise  de- 
livered to  them,  or  is  the  merchandise  to  be  delivered  to  the  Govern- 
ment over  there  so  that  they  can  handle  it  as  they  please? 

Mr.  Cleveland.  The  procedure  for  procurement  and  delivery  will 
vary  from  commodity  to  commodity. 

There  are  tlii'ee  basic  procedures.  One  is  for  the  United  States 
Government  to  buy  and  ship  the  commodity,  which  will  be  the  case, 
for  example,  in  wheat. 

The  Chairman.  And  it  will  be  bought  here  and  shipped  to  China 
and  turned  over  to  the  Government  there? 

Mr.  Cleveland.  In  the  case  of  wheat  it  would  be  turned  over  to  the 
Government  under  arrangements  and  agreements  with  the  Govern- 
ment as  to  how  it  is  to  be  used. 

The  Chairman.  And  would  there  be  any  control  of  it  at  all  by  our 
foUcs? 

Mr.  Cleveland.  Well,  it  would  be  turned  over  to  the  Government, 
but  the  agreements  as  to  its  use  would  be  followed  up  closely  by  obser- 
vers, people  from  the  ECA  mission  in  China. 

The  Chairman.  That  would  be  wheat  and  rice? 

Mr.  Cleveland.  Yes,  sir;  wheat  and  rice. 

The  Chairman.  And  you  said  there  would  be  other  methods. 
What  would  they  be? 

Mr.  Cleveland.  The  other  two  methods  are  by  commitment  letter 
and  by  reimbursement. 

In  the  case  of  the  commitment  letter  the  transaction  itself,  as  in 
cotton  or  petroleimi,  would  be  handled  through  private  chaimels, 
and  would  be  financed  by  letter  of  commitment  from  the  ECA  Ad- 
ministrator to  a  bank  in  the  United  States. 

The  Chairman.  By  private  channels,  you  mean  in  China? 

Mr.  Cleveland.  No,  sir;  in  this  country. 

The  Chairman.  In  this  country? 

Mr.  Cleveland.  Yes,  sir. 
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The  Chairman.  That  is,  the  only  difl'erence  there  would  be  that 
instead  of  our  Government  buying  and  shipping  rice  and  wheat,  we 
would  enter  into  a  contract  with  private  companies  or  with  brokers  to 
buy  and  ship  cotton  to  China  and  it  would  be  turned  over  to  them  just 
the  same  as  the  rice  and  the  wheat,  is  that  it? 

Mr.  Cleveland.  In  the  case  of  the  cotton  the  contract  is  between 
the  China  Textiles  Industries,  Inc.,  which  is  a  Chinese  Government 
corporation,  and  American  cotton  importers  in  Shanghai  who,  in  turn, 
are  acting  as  agents  for  American  cotton  shippers  here. 

That  transaction  is  financed  by  a  letter  of  commitment  from  the 
ECA  Administrator  to  a  United  States  bank  which,  in  turn,  pays  the 
cotton  shippers  here  upon  presentation  of  the  documents  that  are 
specified  in  the  commitment  letter. 

The  Chairman.  Then  after  it  gets  over  there  we  have  no  further 
control  of  it,  is  that  it? 

Mr.  Cleveland.  No;  we  have  control  over  it  through  arrange- 
ments and  agreements  with  the  Chinese  Government  as  to  how  that 
cotton  is  to  be  used  and  who  is  to  get  it  and  what  the  end  use  of  the 
textiles  produced  with  the  raw  cotton  would  be. 

Mr.  AIooRE.  And  similarly  to  be  checked  up  by  the  ECA  mission. 

The  Chairman.  Now,  what  is  the  third  method? 

Mr.  Cleveland.  The  third  method  is  reimbursement.  That  is  to 
say,  if  the  Chinese  Government  buys  with  its  own  money  within  the 
program  that  has  been  agreed  on  between  the  United  States  Govern- 
ment and  the  Chinese  Government  it  can,  upon  the  presentation  of 
appropriate  documents,  secure  reimbursement  out  of  ECA  funds. 

At  the  moment  there  are  no  plans  for  using  that  particular  method 
in  the  case  of  China,  but  it  is  available  for  use. 

The  Chairman.  I  think  that  is  all  I  have. 

Mr.  Kerr.  This  mission  is  to  operate  m  this  country  or  in  China? 

Mr.  Moore.  The  ECA  mission  will  operate  in  China. 

Mr.  Kerr.  In  China? 

Mr.  Moore.  Yes,  sir. 

Air.  Kerr.  And  that  will  be  under  the  du-ection  of  whom? 

Mr.  AIoore.  It  will  be  under  the  du-ection  of  Mr.  Lapham, 

TENTATIVENESS  OF  BREAK-DOWN  OF  PROGRAM 

Air.  WiGGLESwoRTH.  This  break-down  of  the  proposed  $338,000,000 
is  subject  to  the  same  latitude,  I  take  it,  as  the  similar  break-downs 
in  respect  to  the  16  nations  under  ECA.? 

Air.  MooRE.  Yes,  sir. 

Air.  WiGGLESwoRTH.  In  other  w^ords,  it  is  merely  a  tentative  target? 

Air.  AlooRE.  Yes,  sir. 

Air.  WIGGLESWORTH.  I  cxpcct  that  covers  the  China  picture.  I 
believe  we  have  a  Trieste  item  also. 

Mr.  Cawley.  Yes,  sii-,  we  have  the  witnesses  here  on  that,  Mr. 
Chairman. 

Air.  AlooRE.  And  the  China  people  may  be  excused? 

Mr.  WIGGLESWORTH.    YcS. 

Mr.  AIooRE.  Thank  you. 
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AID  TO  FREE  TERRITORY  OF  TRIESTE 

STATEMENTS  OF  GEORGE  A.  TESORO,  ECONOMIST,  DEPART- 
MENT OF  STATE;  LEONARD  UNGER,  ECONOMIC  OFFICER, 
DIVISION  OF  SOUTHERN  EUROPEAN  AFFAIRS,  DEPARTMENT 
OF  STATE;  WILLIAM  S.  SALE,  DIVISION  OF  SOUTHERN  EURO- 
PEAN AFFAIRS,  DEPARTMENT  OF  STATE;  ALEXANDER  L. 
KEYES,  SPECIAL  ASSISTANT  TO  MR.  SALTZMAN,  ASSISTANT 
SECRETARY  OF  STATE;  SAMUEL  P.  HAYES,  Jr.,  SPECIAL  ASSIST- 
ANT TO  THE  ASSISTANT  SECRETARY  OF  STATE  FOR  ECONOMIC 
AFFAIRS ;  S.  L.  SOMMER,  CHIEF,  RELIEF  MISSION,  AID  TO  FREE 
TERRITORY  OF  TRIESTE;  F.  R.  CAWLEY,  ACTING  BUDGET 
OFFICER,  ECA 

The  Chairman.  We  have  next  an  item,  contained  in  House  Docu- 
ment No.  639,  for  $20,000,000  for  Trieste.  Do  you  have  a  general 
statement  that  you  desire  to  make? 

Mr.  Hayes.  I  would  like  to  make  a  brief  summary. 

The  Chairman.  You  may  proceed. 

General  Statement 

Mr.  Hayes.  This  program,  as  you  laiow,  is  for  a  very  special  area 
of  interest,  and  for  a  very  special  problem  area. 

Trieste  is  a  friction  point.  It  is  a  problem  area  in  that  it  has  not 
any  possibility  of  economic  survival  without  assistance  from  outside. 
It  is  not  included  in  the  European  Recovery  Program  and  funds  have 
not  been  appropriated  for  it,  although  the  Economic  Cooperation 
Act  does  make  it  possible  to  include  it  when  it  becomes  a  participating 
country  in  the  OEEC. 

It  is  our  expectation  that  it  will  become  a  participating  country,  but 
it  has  not  been  possible  yet  to  work  that  out. 

The  Chairman.  What  is  your  position? 

Mr.  Hayes.  I  am  Special  Assistant  to  Mr.  Willard  Thorp,  Assistant 
Secretary  of  State  for  Economic  Affairs. 

The  program  is  not  a  recovery  program.  I  thmk  it  is  important  to 
point  that  out.  It  is  simply  a  continuation  of  the  relief  program  which 
has  been  carried  on  there,  first  under  the  Army  and  more  recently 
under  Public  Law  84,  and  the  levels  which  are  provided  for  in  this 
program  are  comparable  to  the  GARIOA  levels  with  which  I  am  sure 
you  are  familiar. 

In  terms  of  industrial  activity,  the  present  program  would  prevent 
economic  retrogression.  At  present  there  are  about  25,000  workers 
out  of  a  total  of  105,000  in  the  area  under  consideration  who  are 
unemployed.  This  program  would  not  provide  for  recovery  and 
reconstruction,  or  rehabilitation;  it  would  prevent  Trieste's  economy 
from  going  backward. 

I  think  that  is  the  major  framework  in  which  we  can  discuss  the 
particular  details  of  the  program. 
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PRESENT    INDUSTRIES    IN    TRIESTE 


The  Chairman.  At  the  present  time  the  industry  there  is  veiy 
largely  port  industry  and  transportation? 

Mr.  Hayes.  There  is  some  oil  refining  also. 

The  Chairman.  There  is  one  oil  refinery  and  a  certain  amount  of 
shipping;  I  do  not  know  how  much.  There  was  not  much  shipping 
going  out  of  Trieste  in  their  own  bottoms  last  summer.  I  do  not 
know  how  it  is  now. 

Mr.  SoMMER.  The  same  thing  exists.  One  of  the  difficulties,  of 
course,  is  that  Trieste  has  no  consulates  or  representatives  abroad,  so 
it  is  very  difficult  to  have  shipping  under  their  own  flag.  That  is  one 
of  the  reasons. 

The  Chairman.  Do  they  have  shipping  under  the  Italian  flag? 

Mr.  Sommer.  Yes;  they  do. 

The  Chairman.  To  a  substantial  degree? 

Mr.  SoMMER.  Most  of  the  companies  registered  in  Trieste  pre- 
viously are  now  registered  under  the  Italian  flag.  However,  they  lost 
a  good  deal  of  their  shipping  during  the  war;  some  because  of  sabotage. 

The  Chairman.  Is  there  substantial  employment  of  the  residents 
of  Trieste  at  the  present  time  on  these  ships? 

Mr.  Sommer.  No. 

Tbe  Chairman.  There  used  to  be. 

Air.  Sommer.  There  used  to  be. 

The  Chairman.  And  they  are  not  sailing  Italian  ships  or  Greek 
ships  or  anything  of  that  kind  to  any  extent? 

Air.  Sommer.  No,  sir. 

The  Chairman.  Why  not? 

Air.  Sommer.  The  difficulty  is  that  shipping  tliroughout  that  area 
has  suffered  many  losses  because  of  the  war,  and  most  of  those  other 
countries  are  interested  in  keeping  their  own  seamen  employed  rather 
tban  going  out  and  employing  what  amounts  to  foreign  sailors  for 
theii  shipping.  There  is  a  great  deal  of  uncertainty  about  the  future 
of  Trieste  among  the  people  there.  It  is  very  difficult  to  get  capital 
interested  in  getting  additional  shipping.  I  think  there  was  present 
in  the  minds  of  many  people  in  Trieste  the  possibility  of  getting  some 
old  United  States  sbips  to  come  into  those  areas.  For  that  reason 
there  has  been  very  little  activity  in  shipbuilding  in  Trieste,  which 
used  to  have  fairly  big  shipyards.  In  view  of  the  fact  that  capital 
will  not  come  into  Trieste,  based  upon  uncertainty,  that  has  more  or 
less  died  out.  The  English  have  sent  in  a  couple  of  ships  for  refitting 
very  recently,  so  the  yards  are  being  employed  to  some  extent  at  the 
present  time. 

One  thing  that  we  have  to  bear  in  mind  all  along  in  these  things  is 
that  Trieste  has  never  been  economically  a  going  concern.  It  has 
always  been  subsidized,  subsidized  even  under  the  Austro-Hugarian 
Empire  and  the  Italians. 

Unfortunately,  we  are  in  a  tense  political  situation  there  that  makes 
it  impossible,  or  very  difficult  at  least,  to  initiate  too  many  reforms 
without  increasing  the  taxes  considerably,  and  that  would  be  very 
difficult  from  a  political  point  of  view. 

The  Chairman.  Why  is  it  that  Trieste  has  always  had  to  be  sub- 
sidized by  Austria  and  Italy?     They  had  the  shipbuilding  industry 
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and  they  had  a  lot  of  ships  going  in  and  out  when  Italy  was  running 
things.  It  was  the  port  of  entry  not  only  for  Austria,  but  for  all  of 
Yugoslavia,  Albania,  and  a  great  part  of  the  Balkans.  I  suppose 
that  a  great  deal  of  the  material  that  went  to  Czechoslovakia  went 
through  that  port.  I  do  not  see  why  the  port  should  have  to  be 
subsidized. 

Mr.  SoMMER.  "While  the  port  itself  was  a  big  industry,  there  were 
subsidiary  industries.  It  was  a  large  insurance  center  and  a  banking 
center,  and  there  was  an  effort  made  to  draw  business  into  Trieste  by 
giving  special  rates  to  shipping,  and  so  on.  The  goverment  itself 
could  never  make  enough  out  of  the  income  of  the  port  to  pay  for 
the  operation  of  the  port.  It  was  an  effort  to  subsidize  other 
businesses. 

The  big  insurance  companies  and  the  big  banking  concerns  in 
Trieste  got  a  lot  of  the  business  because  of  the  fact  that  traffic  was 
going  through  the  port. 

The  Chairman.  They  had  all  sorts  of  rail  traffic. 

Mr.  SoMMER.  At  a  subsidized  rate.  You  see,  they  gave  special 
rates  to  rail  traffic  and  ship  traffic  into  Trieste  in  order  to  allow  it 
to  come  in  there  and  get  it  away  from  Italian  competition.  Venice 
is  very  near  by.  Genoa  would  have  been  just  as  good,  which  was 
also  subsidized;  so,  in  order  to  get  the  business,  they  had  to  subsidize 
and  give  reduced  rates. 

Mr.  Hayes.  This  port  busmess  was  an  extremely  competitive  busi- 
ness. It  was  overbuilt,  and  because  of  the  prestige  of  having  an 
important  port  there  was  a  great  deal  of  subsidization. 

Mr.  SoMMER.  Right  at  this  point,  95  percent  of  the  traffic  which 
is  coming  into  Trieste  is  United  States  supplies  either  to  Austria  under 
the  relief  program  or  coming  to  Trieste.  Yugoslavia,  Czechoslovakia, 
and  Hungary  are  all  shipping  the  other  way  at  this  point. 

The  Chairman.  They  are  shipping  east? 

Mr.  SoMMER.  Shipping  east.  Therefore  there  is  no  traffic.  There 
is  a  little  Czechoslovak  traffic  coming  in,  and  we  are  getting  sugar 
from  them  to  pay  for  theu'  port  charges,  which  makes  it  unnecessary 
for  us  to  ship  sugar  to  Trieste. 

Mr.  Stefan.  What  about  the  boat  traffic  from  Ancona  to  Trieste? 

Mr.  SoMMER.  The  Italians  are  using  their  own  ports.  Trieste  is 
lib  longer  a  part  of  Italy.     They  are  using  Venice,  Genoa,  and  Naples. 

Mr.  Stefan.  Is  there  any  boat  traffic  coming  in  from  Ancona  to 
Trieste? 

Mr.  SoMMER.  There  is  very  little  now  because  there  are  no  supplies 
to  ship.  The  reason  that  supplies  came  from  Ancona  before  was  so 
that  it  might  go  into  the  iron-curtain  countries  like  Czechoslovakia, 
Hungary,  and  Yugoslavia.     That  traffic  no  longer  exists. 

Mr.  Stefan.  They  have  nothing  but  a  passenger  service  back  and 
forth? 

Mr.  SoMMER.  There  is  no  passenger  service. 

Mr.  Stefan.  The  ferry  does  not  run  across  there  any  more? 

Mr.  SoMMER.  There  is  one  ferry,  I  believe.  It  is  very  difficult  for 
people  to  get  into  Yugoslavia  or  into  the  iron-curtain  countries,  and 
there  is  no  reason  for  them  to  come  to  Trieste. 

Mr.  Stefan.  How  about  up  to  Zagreb? 

Mr.  SoMMER.  There  is  practically  no  traffic. 
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This  $20,000,000  program  really  pays  only  for  food,  medical  sup- 
plies, and  some  coal  for  relief  purposes.  It  does  not  provide  coal  for 
industry;  it  merely  provides  coal  for  food  processing  and  the  utilities 
and  public  institutions. 

The  Chairman.  They  do  not  have  any  industry  except  this  oil 
refinery? 

Mr.  SoMMER.  They  have  two  large  spaghetti  factories. 

The  Chairman.  And  that  spaghetti  is  used  for  local  consumption? 

Mr.  SoMMER.  That  is  right.  They  have  a  large  liquor  factory  there 
which  does  ship  outside  of  Trieste,  and  they  also  have  an  oil-pressing 
industry  for  getting  food  oil.  The  Austrians  are  now  using  that  to 
process  peanuts  which  have  gone  over  there  under  our  program.  They 
are  using  Trieste  to  process  the  peanuts. 

The  Chairman.  How  manv  people  are  there  now? 

Mr.  Sommer.  About  290,000. 

The  Chairman.  Has  the  population  increased? 

Mr.  Sommer.  No,  sir.  It  has  been  the  same  for  some  time  now. 
The  city  itself  has  about  250,000.  The  rest  is  scattered  in  small 
communities. 

The  Chairman.  There  is  some  agriculture,  but  not  very  much? 

Mr.  Sommer.  Very,  very  little.  You  saw  the  rocky  country  there. 
It  is  very  difhcult  to  raise  anything  there. 

The  one  thing  that  has  to  be  considered,  and  Mr.  Hayes  has  men- 
tioned it,  is  the  fact  that  there  is  no  economic  recovery  for  Trieste 
under  this  $20,000,000  appropriation,  and,  if  we  are  to  help  Trieste 
and  her  industries  and  allow  AMG  sufficient  funds  to  grant  some  loans 
io  industry,  then  other  moneys  will  have  to  come  forth  to  take  care  of 
that.  This  $20,000,000  is  merely  to  take  care  of  the  so-called  relief 
needs.     There  are  no  industrial  needs  connected  with  it. 

prior  assistance  to  TRIESTE 

The  Chairman.  How  much  did  we  spend  last  year? 

Mr.  Sommer.  $12,000,000. 

The  Chairman.  And  what  are  we  planning  to  spend? 

Mr.  Sommer.  $20,000,000  for  the  15  months'  period.  We  spent 
$12,000,000  for  a  9  months'  period.  However,  that  did  include  about 
$1,500,000  for  another  commitment  we  had  at  that  time  for  Udine, 
which  has  now  reverted  to  Italy  under  the  peace  treaty.  However, 
there  were  some  United  States  and  British  supplies  sent  in  under  the 
old  pi'Ogram. 

The  Chairman.  Some  UNRRA  material? 

Mr.  Sommer.  No  UNRRA;  United  States  and  British  supplies 
from  the  Combined  Chiefs'  program.  From  July  1,  1947,  until 
March  31,  1948,  we  spent  $12,000,000. 

assistance  from  the  united  nations 

Mr.  WiGGLESWORTH.  I  iioticc  you  state  the  United  Nations 
Assembly  has  made  $5,000,000  available  and  it  is  contingent  upon 
the  appointment  of  a  governor. 

Mr.  Sommer.  Yes. 

Mr.  WiGGLESWORTH.  When  is  that  likely  to  take  place? 
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Mr.  SoMMER.  If  you  want  my  personal  opinion,  never.  The  real 
reason  why  that  is  contmgent  upon  the  appointment  of  a  governor  is 
because  there  are  two  zones— zone  A,  administered  by  the  Americans 
and  the  British;  and  zone  B,  administered  by  the  Yugoslavs — and 
there  is  no  way  of  telling  which  zone  should  get  the  $5,000,000  to 
start  with. 

Mr.  WiGGLESwoRTH.  TliG  appointment  of  a  governor  is  con- 
tingent— — 

Air.  SoMMER.  Upon  the  Security  Council  of  the  United  Nations. 

REINCORPORATION    OF    TRIESTE    INTO    ITALY 

Mr.  Unger.  As  you  know,  the  United  States  and  the  British  and 
the  French  have  proposed  to  the  Soviet  Union  that  the  Italian  peace 
treaty  be  revised  so  that  Trieste  will  be  reincorporated  into  Italy, 
and  in  the  light  of  that  proposal,  which  is  our  policy,  that  would  not 
allow  setting  up  the  territory  under  a  governor. 

Mr.  Stefan.  What  is  the  status  of  that? 

Mr.  Unger.  There  is  no  definite  reply  from  the  Russians,  no 
acceptance  to  discuss  the  revision  of  the  peace  treaty.  In  the  absence 
of  that,  for  the  present  there  is  nothing  that  can  be  done. 

Mr.  Stefan.  It  looks  like  a  long  haul. 

Mr.  Unger.  We  think  it  will  be. 

Mr.  Stefan.  Is  the  Simplon  Express  running  through  there? 

Mr.  SoMMER.  Yes. 

Mr.  Stefan.  What  is  the  traffic? 

Mr.  SoMMER.  It  is  pretty  heavy.     It  goes  down  through  Hungary. 

The  Chairman.  What  is  taking  care  of  them  now? 

Mr.  SoMMER.  Public  Law  84. 

The  Chairman.  That  is  where  the  $12,000,000  came  from? 

Mr.  SoMMER.  Yes. 

The  Chairman.  How  much  of  that  money  has  been  spent? 

Mr.  SoMMER.  It  has  all  been  spent. 

The  Chairman.  Do  you  have  a  record  of  it? 

Mr.  Sommer.  It  has  aU  been  spent. 

Mr.  Tesoro.  You  will  find  that  in  appendix  D.  It  shows  the 
shipments  under  Public  Law  84. 

administration  of  present  program 

The  Chairman.  Where  do  you  get  your  money  for  administration? 

Mr.  Sommer.  Of  what,  sir,  the  government  or  this  program? 

The  Chairman.  This  program. 

Mr.  Sommer.  This  program  is  administered  locally  thi-ough  local 
funds. 

The  Chairman.  Collected  out  of  the  sale  of  what  is  sold? 

Mr.  Sommer.  Yes. 

The  Chairman.  How  much  of  a  staff  do  we  have  there  at  this  time? 

Mr.  Sommer.  We  have  only  two  Americans.     However^ — — 

The  Chairman.  How  much  are  they  paid? 

Mr.  Sommer.  The  acting  chief  is  paid  $8,000.  We  have  only  an 
American  secretary  over  there  who  gets,  I  think,  $2,500. 

The  Chairman.  The  rest  of  the  help  is  local  and  paid  how? 

Mr.  Sommer.  Out  of  the  proceeds  of  sales. 
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The  Chairman.  Are  they  under  you? 

Mr.  SoMMER.  Yes. 

The  Chairman.  How  many  of  them  are  there? 

Mr.  SoMMER.  Nine,  I  beheve. 

The  Chairman.  How  about  the  set-up  in  this  country  to  adminis- 
ter it? 

Mr.  Sommer.  It  is  administered  under  a  State  Department  section 
which  administers  rehef  to  all  counti'ies. 

The  Chairman.  There  is  no  charge  to  this  appropriation  for  the 
State  Department  set-up? 

Mr.  Sommer.  No. 

Mr.  Hayes.  That  has  been  true  in  the  past.  The  administration 
will  be  under  the  ECA  as  of  now.  Up  to  the  formation  of  ECA,  it 
was  under  the  State  Department. 

administrative    expenses    in    connection    with    TRIESTE 

The  Chairman.  Will  there  be  any  charge  to  this  appropriation, 
this  $20,000,000  by  the  ECA? 

Mr.  Sommer.  Not  for  headquarters  administration  here;  only  for 
administration  in  the  field. 

Mr.  Cawley.  I  stated  for  the  record  a  few  days  ago  that  the 
administrative  expenses  of  the  ECA  budget  made  provision  for 
Trieste,  and  that  the  amount  of  $20,000,000  submitted  in  connection 
with  the  Trieste  budget  is  wholly  for  pi'ogram  expenses.  That  was 
based  upon  an  analysis  I  made  which  showed  that  the  ECA  funds 
carried  a  provision  for  an  office  and  personnel  in  Trieste  in  its  regular 
administrative  funds,  so  that  no  provision  is  being  made  here, 

Mr,  Stefan.  Is  there  anything  transferred  to  State? 

Mr.  Cawley.  To  the  best  of  my  knowledge,  nothing  except  a  por- 
tion of  that  over-all  total  of  approximately  $700,000  of  ECA's  overseas 
budget,  which  will  be  used  to  reimbui'se  the  State  Department  for 
services  performed. 

Mr.  Stefan.  And  whatever  they  need  for  Trieste  will  be  taken  out 
of  that? 

Mr.  Cawley.  Yes. 

Mr.  Stefan.  You  have  it  broken  down  to  show  what  the  State 
Department  will  get? 

Mr,  Cawley,  It  is  approximately  $700,000  in  Europe. 

Mr.  Sommer.  The  same  thing  was  true  in  the  State  Department. 
None  of  the  $12,000,000  was  spent  for  admmistration.  There  was  a 
separate  budget  for  administration  of  all  the  missions  in  the  field 
for  the  State  Department,  and  the  salaries  of  the  Americans  who 
worked  in  the  field  came  out  of  that  appropriation  and  not  the  $12,- 
000,000. 

Mr.  Cawley.  There  is  one  other  statement  I  should  make.  In 
addition  to  the  funds  presently  made  available  to  ECA,  I  understand 
there  was  $600,000  in  Public  Law  84  money,  the  balance  of  which 
may  be  used  for  administrative  expenses  in  connection  with  Trieste, 

The  Chairman,  $600,000  for  operating  this  program  in  Trieste? 

Mr.  Hayes.  Not  for  Trieste. 

Mr.  Cawley.  For  the  whole  program,  and  there  is  a  balance  of  this 
money  left  which  may  be  used  in  connection  with  the  Trieste  program. 
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Mr.  Wiggles  WORTH.  You  mean  this  $600,000  is  available  for  EGA 
over-all  in  addition  to  the  figure  that  you  have  shown  in  the  break- 
down? 

Mr.  Cawley.  That  is  my  understanding. 

Mr.  Stefan.  How  much  do  you  have  left? 

Mr.  Cawley.  I  would  like  to  supply  that  for  the  record.  I  do 
not  have  it  here,  sir,  but  it  is  not  all  left. 

The  Chairman.  You  may  supply  that  for  the  record. 

(The  matter  referred  to  is  as  follows :) 

As  of  April  30  there  was  an  estimated  balance  of  approximately  $190,000. 
Out  of  this  it  will  be  necessary  to  cover  salaries  for  May  and  June,  terminal  leave, 
transportation  from  abroad  to  the  United  States  of  field  personnel  not  taken 
over  by  EGA,  and  the  shipment  of  field  records  to  the  United  States.  There  are 
approximately  40  American  field  eixiployees  all  due  back  by  June  30  or  earlier 
unless  taken  over  by  EGA.     The  employment  in  Washington  is  about  60. 

INVOLVEMENT    OF   THE    UNITED    STATES    IN    TRIESTE    AFFAIRS 

Mr.  Kerr.  How  did  we  get  into  this  Trieste  matter?  Did  we  do 
it  voluntarily? 

Mr.  Unger.  After  the  war  it  was  an  area  in  dispute.  We  thought  , 
the  area  should  be  under  Allied  administration  pending  the  settlement 
of  any  such  dispute;  so  the  whole  area  lying  between  the  old  Italian 
boundary  and  a  line  to  the  west  was  put  under  Allied  administration 
pending  the  disposition  of  that  area  in  the  peace  treaty  with  Italy. 
As  you  know,  in  that  peace  treaty  as  finally  drawn  up,  the  Trieste 
area  was  set  aside  as  an  international  area,  the  free  territory  of 
Trieste,  and  it  was  to  be  so  administered  until  it  was  finally  set  up 
under  a  Governor.  A  full-fledged  administration  has  been  carried  on 
by  the  Allied  military  authorities  in  the  area.  We,  together  with  the 
British,  have  been  in  the  northern  part  of  the  area  that  contains  the 
city  of  Trieste  and  we  are  still  there  in  that  status.  As  I  indicated 
earlier,  we  now  have  made  a  proposal  that  the  area  be  returned  to  the 
Italians  so  that  there  will  not  be  any  international  administration  if 
our  recommendation  is  carried  out.  At  that  time  our  troops  will 
withdraw. 

Mr.  Kerr.  Who  represents  the  United  States  Government  in  that 
international  set-up  over  there? 

Mr.  Unger.  We  have  a  representative  in  Trieste.  We  have  the 
United  States  Army  jointly  administering  the  area  with  the  British 
Army,  and  then  our  international  connections  through  the  Security 
Council. 

Mr.  Hayes.  We  have  a  political  adviser  there  as  well  as  our  Army 
representatives. 

The  Chairman.  This  program  really  means,  if  we  go  along  with 
it,  that  we  have  to  give  $20,000,000  a  year  right  along  for  every  year. 
There  is  no  way  out  if  we  go  along  with  it. 

Mr.  Hayes.  I  do  not  think  it  is  to  be  stated  exactly  that  way. 
It  is  tied  up  with  the  recovery  of  Em-ope.  If  Europe  recovers,  and 
if  the  transportation,  commimications,  and  industry  in  this  and  other 
areas  in  Europe  recover,  it  is  possible  for  Trieste  to  be  supported  as 
it  has  been  in  the  past  by  the  surrounding  areas,  not  necessarily  by 
the  United  States. 

The  Chairman.  You  will  have  to  break  the  iron  curtain  in  order 
to  do  that. 
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Mr.  Hayes.  That  is  the  thing  that  is  probably  going  to  have  to 
happen  before  Trieste  can  be  made  self-supporting.  There  will  have 
to  be  an  economic  breaking  of  the  iron  curtain. 

The  Chairman.  There  is  no  trade  now  coming  out  from  behind  the 
iron  curtain,  to  speak  of? 

Mr.  SoMMER.  None  to  speak  of. 

The  Chairman.  Not  enough  to  do  anything  toward  making  a  con- 
tribution. 

Mr.  SoMMER.  Tlirough  Trieste,  not  very  much;  but  it  is  anticipated 
over  the  next  year- 

The  Chairman.  Is  the  raih'oad  traffic  into  the  iron  curtain  any 
better  than  it  was  last  summer? 

Mr.  SoMMER.  About  the  same.  You  see,  the  most  direct  line  to 
Austria  would  be  thi'ough  Yugoslavia,  but  we  are  not  using  that;  we 
are  going  around  through  Italy. 

The  Chairman.  I  know. 

Mr.  Sommer.  The  one  point  that  we  have  to  remember  is  that 
Trieste  is  a  showcase  for  American  foreign  policy  in  Europe,  and  we 
have  many  friends  behind  the  iron  curtain  who  are  watching  what  we 
do  in  Trieste.  I  think  it  is  out  of  proportion  with  regard  to  its  real 
importance,  but  at  the  same  time,  even  though  $20,000,000  is  a  lot 
of  money,  taking  it  into  consideration  with  the  over-all  picture  and 
foreign  policy,  it  really  is  not  so  much.  I  think  that  we  can  do  a 
great  deal  of  good. 

The  Chairman.  How? 

Mr.  Sommer.  By  demonstrating  to  the  people  who  believe  in 
western  democracy  that  we  will  not  let  down  the  people  who  are  for  us. 

Mr.  Hayes.  We  fought  very  hard  to  keep  that  area  out  of  Yugo- 
slavia, as  I  am  sure  you  know,  and  the  only  way  we  kept  it  out  of 
Yugoslavia  was  not  to  give  it  back  to  Italy  but  to  set  it  up  as  a  free 
territory.     That  was  the  only  solution  to  the  problem. 

PROCEDURE  TO  ADMIT  TRIESTE  AS  PART  OF  ECA  PROGRAM 

Mr.  WiGGLESwoRTH.  What  is  necessary  to  make  this  a  part  of  the 
ECA  program? 

Mr.  Hayes.  The  recovery  program  as  such? 

Mr.  WiGGLESWORTH.    YcS. 

Mr.  Hayes.  The  Trieste  area  would  have  to  become  a  participatmg 
country  in  the  OEEC,  which  we  anticipate  will  happen. 

Mr.  WiGGLESWORTH.  WTiat  is  required  for  that  purpose? 

Mr.  Hayes.  It  has  to  adhere  and  remain  adherent  to  a  joint  pro- 
gram for  economic  recovery.  In  effect,  it  would  have  to  apply,  or  be 
invited — and  it  does  not  matter  which  way  the  fu'st  move  takes 
place^ — to  become  a  participating  country.  We  are  sure  that  it  will 
be  accepted  by  the  other  countries  as  a  participating  coimtry. 

,  Mr.  WiGGLESWORTH.  That  would  be  the  British  and  American 
portions  of  Trieste? 

Mr.  Hayes.  Yes.     It  is  a  joint  administration. 

Mr.  WiGGLESWORTH.  W lio  would  act? 

Mr.  Hayes.  The  joint  Anglo-American  authorities,  just  as'\in 
Germany  the  Anglo-American  authorities  sign  for  the  bizone. 

Mr.  Unger.  The  Anglo-American  authorities  would  be  responsible 
for  giving  the  necessary  guaranty  and  assurances  that  Trieste  would 
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accord  with  all  the  provisions  of  the  recovery  program.  It  might 
well  be  that  one  of  the  countries  that  is  a  member  of  the  OEEC 
would  propose  membership  for  Trieste. 

Mr.  WiGGLESwoRTH.  Under  those  conditions  two-thirds  of  Trieste 
would  be  treated  as  an  mdependent  country,  I  take  it. 

Mr,  Unger.  I  think  the  point  would  be  made  very  clear  that  if 
Trieste  were  proposed  for  membership  it  would  be  enthely  provisional 
until  such  time  as  action  could  be  taken  on  our  proposal  for  remcor- 
poration  mto  Italy. 

Mr.  WiGGLEswoRTH.  If  it  went  through,  Trieste  would  be  treated 
as  a  part  of  Italy? 

Mr.  Unger.  That  is  correct. 

BREAK-DOWN    OP    PROPOSED    SUPPLIES    TO    TRIESTE 

The  Chairman.  We  will  insert  page  9  of  the  justifications,  begin- 
ning with  "Details  of  the  program  are  summarized  below,"  and  in- 
cluding only  the  figures. 

(The  table  referred  to  is  as  follows:) 

Assistance  to  Trieste — Details  of  the  program 


Item 


(1) 

(2) 
(3) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 


Wheat 

Edible  fats  (lard) 

Horsemeat 

Evaporated  milk 

Pulses__ 

Coal 

Medical  supplies 

Industrial  fats 

Fibers  and  incentive  and  other  goods. 

Total 


Quantity 
(long  tons) 


62. 180 

3,820 

810 

5,090 

5,100 

240, 000 

(') 

900 
(0 


Free  along 

ship  price 

per  long 

ton 


101. 00 
622.  70 
339.  00 
316,  00 
212.  00 
11.00 
(') 
(') 
(') 


Delivered 
cost  per 
long  ton 


$114. 00 

659.  45 
371.00 
347.50 
247.  70 
25.  70 
0) 
(') 
0) 


Total 

delivered 

cost 


$7,  089, 000 

2,  519, 000 

301, 000 

1,  769, 000 

1,  263, 000 

6, 168, 000 

315, 000 

436, 000 

140,  000 


20, 000, 000 


1  Not  available. 


COMPARISON    OF    BRITISH    AND    AMERICAN    EXPENDITURE    IN    TRIESTE 

Mr.  Kerr.  What  part  of  the  cost  of  maintaining  Trieste  do  the 
British  contribute? 

Mr.  Sommer.  None. 
W-  Mr.  Kerr.  The  whole  cost  is  to  be  paid  by  America? 
^  Mr.  SoMMER.  You  can  figure  it  the  other  way.     If  the  British  were 
helping  to  pay  it,  it  would  simply  mean  that  another  British  project 
would  have  to  be  financed  by  tlie  EGA. 

The  Chairman.  The  only  thing  they  do  is  to  have  a  few  troops 
there. 

Mr.  SoMMER.  They  have  5,000  troops  and  so  do  we,  and  of  course 
they  are  joint  administrators  of  the  area.  They  have  just  as  much 
authority  as  we  have. 

The  Chairman.  They  have  more  civilian  employees  there  than  we? 

Mr.  SoMMER.  No.  Neither  of  us  has  very  many  civilians.  It  is 
almost  entirely  an  Army  set-up. 

Mr.  Kerr.  Eliminating  the  Army,  the  administration  of  it  is  being 
paid  by  this  Government;  is  that  right — the  administration  of  this 
joint  operation  between  the  British  and  America? 
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Air.  SoMMER.  Britain  pays  for  her  own  occupation. 

Air.  Kerr.  Wliat  do  tliey  pay? 

Mr.  SoMMER.  They  pay  the  salaries  of  their  people  just  as  our  Army 
"pujs  for  the  salaries  of  our  people,  and  AAIG  is  made  up  of  about 
50  percent  British  and  50  percent  American,  and  those  costs  are  paid 
jointly,  but  so  far  as  putting  any  money  into  feeding  the  population 
is  concerned,  and  keeping  the  place  going,  Britain  is  doing  none  of  that. 

Air.  Kerr.  How  much  have  we  put  in? 

Air.  SoMMER.  $12,000,000  and  we  are  asking  for  $20,000,000. 

The  Chairman.  Those  5,000  troops  cost  us  about  $15,000,000.  I 
do  not  know  what  it  costs  the  British. 

Mr.  Sommer.  Considerably  less,  because  they  do  not  pay  the  same 
salaries  to  their  men. 

The  Chairman.  Their  ration  is  not  so  different. 

Air.  Sommer.  Their  ration  is  not  so  different. 

The  Chairman.  In  one  way  or  another  it  would  cost  them  pretty 
close  to  that. 

Air.  Kerr.  We  pay  for  all  the  charity  expense? 

Air.  Sommer.  Yes.  You  might  be  interested  to  know  that  we  have 
had  one  of  these  sample  public  opinion  polls  and  it  has  been  discovered 
that  80  percent  of  the  people  realize  that  the  United  States  is  feeding 
the  population  there. 

assistance  from  countries  other  than  the  united  states 

The  Chairman.  Do  they  have  any  foreign  exchange  that  produces 
anything  for  them  outside  of  what  we  pour  in? 

Air.  Som:\ier.  Italy  is  responsible  for  providing  some  foreign  ex- 
change at  about  the  same  terms  they  do  for  their  own  industry,  but 
it  is  difficult  to  get  foreign  exchange  out  of  Italy  because  she  has  none 
herself. 

Air.  Hayes.  But  there  are  supplies  being  provided,  yes,  from  Italy — 
substantial  supplies.  There  is  a  summary  of  that  in  the  statement 
here  on  page  15.  • 

The  Chairman.  The  wheat  item  appearing  on  page  9  of  the  justifi- 
cations is  about  the  only  wheat  that  is  going  to  Trieste? 

Air.  Sommer.  Yes. 

The  Chairman.  Two  and  a  quarter  million  bushels  of  wheat.  The 
coal  comes  from  where? 

Air.  Sommer.  The  coal  is  for  public  utilities,  for  manufacturing  gas 
and  for  processing  foods,  and  it  comes  from  here.  The  requirements 
are  about  21,000  tons  per  month. 

The  Chairman.  You  told  me  there  were  about  290,000  people 
there. 

Air.  Sommer.  Yes. 

The  Chairman.  And  all  the  food  they  get  is  included  in  this  set-up 
here? 

Air.  Sommer.  All  the  food  they  get  on  the  ration  they  get  from 
this  set-up. 

The  Chairman.  What  do  they  get  from  outside? 

Air.  Sommer.  They  also  get  sugar  from  Czechoslovakia. 

Air.  Hayes.  If  you  will  turn  to  page  10  of  the  justifications  you 
will  see  a  list  of  other  types  of  foodstuffs  that  they  obtain  from  other 
sources. 


460 

Tlie  Chairman.  "We  will  put  in  the  story  beginning  with  B  on 
page  16,  and  running  to  C  on  page  17. 

(The  justifications  referred  to  are  as  follows:) 

B.  Requirements 

1.  Sw^ar.— About  223  tons  of  sugar  per  month  are  needed  for  the  distribution 
of  a  ration  600  grams  per  month  (700  grams  to  people  below  19  and  over  65  years 
of  age) . 

2.  Miscellaneous  fresh  foodstuffs.— Frsictically  all  fresh  foodstuffs  (fruits, 
vegetables,  milk,  cheese,  meat,  etc.)  available  on  Trieste's  free  market  are  supplied 
by  Italy.  The  value  of  foodstuffs  imported  from  Italy  during  the  period  under 
consideration  may  be  roughly  estimated  at  20  to  22  million  dollars.  Lack  of 
statistical  data  prevents  any  reasonable  estimate  of  the  break-down  of  this  figure 
between  the  proportion  (a)  paid  by  the  Italian  Government  through  the  supply  of 
local  currency  to  the  .Allied  military  government  as  required  by  the  peace  treaty, 
(b)  paid  by  the  Trieste  economy  through  exports  to  Italy  of  goods  and  services, 
and  (c)  covered  directly  or  indirectly  by  indebtedness  of  Trieste  banks  to  Italian 
banks. 

3.  Coffee  and  other  foodstuffs. — Coffee  and  other  foodstuffs  not  produced  in 
Italy  are  imported  by  Trieste's  private  trade,  under  the  various  foreign  exchange 
regulations  existing  in  Italy  which  permit  such  foreign  payment. 

4.  Petroleum  oil  and  lubricants.- — Petroleum  products  required  for  local  consump- 
tion during  the  period  under  consideration  are  estimated  at  about  200,000  barrels 
or  30,500  tons,  as  follows: 

Long  tons 

Gasoline 8,  300 

Kerosene 1,  400 

Gas  oil 8,  300 

Fuel  oil 11,800 

Lubricants  and  greases 700 

Total 30,500 

Except  for  lubricants,  all  these  amounts  can  be  furnished  by  local  refineries,  if 
present  arrangements  for  securing  the  necessary  crude  oil  continue.  Under  an 
agreement  now  in  effect,  the  Italian  oil  industry  supplies  the  local  Aquila  refinery 
with  25,000  tons  of  crude  oil  per  month,  and  10  percent  of  the  products  is  retained 
in  Trieste  for  local  consumption.  In  substance,  Trieste  thus  pays  for  its  petroleum 
by  the  use  of  its  refining  facilities. 

5.  Other  requirements.- — Trieste's  other  financial  requirements  including  pay- 
ments for:  (1)  Industrial  raw  materials  (iron  and  steel,  ores,  pyrites,  timber,  jute, 
and  foodstuffs)  for  industrial  plants  producing  chiefly  for  Italy  and  other  foreign 
markets;  (2)  equipment  machinery  for  reconstruction  of  war  damages;  (3)  clothing 
and  other  consumer  goods;  (4)  electric  power  and  water;  (5)  transportation;  and 
(6)  international  financial  terms. 

These  requirements,  to  the  extent  that  they  are  met,  are  covered  mostly  from 
Italy,  on  the  basis  of  special  individual  arrangements.  Some  raw  materials  and 
machinery  are  purchased  abroad  with  foreign  exchange  earned  by  Trieste  ex- 
porters, or  secured  by  Trieste  importers  on  Italy's  free  market,  in  accordance  with 
Italian  foreign-exchange  regulations. 

BALANCE  OF  PAYMENTS  TO  TRIESTE 

Mr.  WiGGLESwoRTH.  What  does  the  balance  of  payment  look  like? 

Mr.  Hayes.  We  have  an  estimate  here.  It  is  very  difficult  to 
determine  because  the  Free  Territory  of  Trieste  was  not  a  free  territory 
before  the  war,  so  there  are  no  historical  figures  as  to  w^hat  their 
exports,  imports  and  needs  are,  but  a  good  deal  of  material  has  been 
brought  together  by  Mr.  Tesoro. 

Mr.  Tesoro.  It  would  be  difficult  to  estimate  a  balance  of  payments 
for  Trieste  just  as  it  would  be  to  estimate  a  balance  of  payments  for 
the  District  of  Columbia.  We  do  not  have  any  valid  and  complete 
statistics  about  the  trade  between  Maryland,  Virginia,  and  the  District 
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of  Columbia.  From  some  data  we  have  available  we  have  made  an 
estimate  that  for  the  first  fom-  and  a  half  months  from  the  initiation 
of  the  Free  Territory  we  had  a  deficit  in  the  balance  of  payments  which 
was  met,  33  percent  by  United  States  relief  supplies,  52  percent  by  the 
Italian  Government  with  lira  contributions,  and  the  balance  was 
reflected  in  a  corresponding  reduction  in  Trieste's  bank  accounts. 
Roughly  speaking,  the  deficit  is  being  met  one-third  by  the  United 
States  and  most  of  the  rest  by  Italy,  and  the  deficit  runs  at  tlie  present 
level  of  economic  activity  around'  $50,000,000  to  $60,000,000  a  year. 

Mr.  SoMMER.  Under  the  present  peace  treaty  Italy  must  furnish 
the  necessary  lira  to  provide  for  the  budgetary  needs  of  the  territory. 

Mr.  Unger.  Agreements  have  bean  concluded  with  the  Italian 
Goveriunent  to  provide  that. 

Mr.  WiGGLESwoRTH.  To  providc  their  budgetary  needs? 

In  other  words,  for  a  rough  guess,  you  would  say  that  there  is  a 
deficit  of  aroimd  $60,000,000  a  year  or  $5,000,000  a  month,  and  that 
the  United  States  is  supplying  about  $16,000,000  of  the  $60,000,000 
and  the  Italian  Government  the  balance? 

Mr.  Tesoro.  That  is  a  very  rough  guess;  yes. 

Mr.  Stefan,  I  would  like  to  clarify  the  transfer  of  funds.  A  little 
while  ago  you  people  were  justifying  the  appropriation  of  $20,000,000 
for  Trieste,  indicating  that  they  had  no  administration  requests. 
The  whole  pictiu"e  is  not  clear  to  the  membership  of  the  committee. 

Now,  Mr.  Cawley  put  into  the  record  some  time  ago  a  table  showing 
the  administrative  expenses  for  the  other  Federal  agencies  imder  EGA, 
You  will  recall  the  Assistant  Secretary  of  State,  Mr.  Thorp,  said  that 
there  were  no  transfers  from  EGA  to  State,  or,  at  any  rate,  he  did  not 
know  of  any.  I  call  attention  to  the  fact  that  there  was  approxi- 
mately $72,000  transferred  to  State  for  the  Ghina  progi'am;  in 
reality  around  $73,000. 

PROPOSED  transfer  OF  EGA  FUNDS  TO  VARIOUS  GOVERNMENT 

AGENCIES 

You  will  recall  when  Mr.  Hoffman  was  here  we  had  some  discussion 
of  the  amount  set  aside  for  transfer  to  other  agencies  for  the  admin- 
istration of  the  EGA  program. 

DEPARTMENT  OF  JUSTICE 

For  the  Department  of  Justice:  FBI  investigation  of  prospective 
personnel  for  loyalty  and  security,  the  amount  transferred  to  them 
was  $356,900.  The  request  of  the  Department  of  Justice  was 
$356,927.     I  suppose  the  $27  was  cut  off  just  to  round  out  the  figure. 

TREASURY 

Treasury  Department  asked  for  $372,300,  which  was  allowed: 
That  is  for  staff  services  on  balance  of  payments  and  other  financial 
problems  for  the  National  Advisory  Gouncil. 

EXPORT-IMPORT  BANK 

The  Export-Import  Bank  asked  for  $315,200,  which  was  allowed,  for 
services  in  the  making  and  administering  of  loans  as  required  by  the 
act. 
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STATE    DEPARTMENT 


The  State  Department,  to  provide  economic  and  political  informa- 
tion and  translating,  communication,  legal  and  administrative  serv- 
ices under  the  act,  asked  for  $1,079,005  and  they  were  allowed  $666,000. 


COMMERCE 


The  Commerce  Department  asked  for  $448,332,  to  furnish  data  on 
ERP  exports  from  the  United  States,  on  supplies  of  United  States 
manufactured  goods  in  the  EGA  program,  and  on  United  States  foreign 
transactions.     They  were  allowed  $413,000. 


AGRICULTURE 


The  Department  of  Agriculture  asked  for  $4,395,000  for  the  purpose 
of  screening  and  analyzing  requirements  for  farm  products  and  machin- 
ery, to  make  allocations,  and  to  advise  on  agricultural  conditions 
abroad;  they  were  allowed  $1,000,000  out  of  a  request  of  $4,395,000. 

LABOR 

The  Labor  Department  asked  for  $1,267,000,  to  make  studies  of 
labor  conditions  and  productivity  in  participating  countries  and  to 
furnish  statistical  and  technical  assistance  in  the  fields.  They  were 
allowed  $250,000  for  that. 

ARMY 

The  Army  asked  for  $1,657,500  for  administrative  and  procurement 
services  in  the  United  States  for  occupied  areas  portion  of  participat- 
ting.     They  were  only  allowed  $60,000  of  the  request  of  $1,657,500. 

FEDERAL    TRADE    COMMISSION 

The  Federal  Trade  Commission  asked  for  $541,462  to  aid  in  plan- 
ning for  the  reduction  of  barriers  to  intra-European  trade.  I  notice 
that  none  was  allowed. 

INTERIOR 

The  Interior  Department  asked  for  $3,327,500  and  they  were 
allowed  $476,600.  The  purpose  of  the  request  was  to  advise  on  kinds 
and  quantities  of  mineral  resources  and  production  equipment  avail- 
able from  the  United  States  and  on  their  distribution  to  participat- 
ing countries,  as  well  as  to  furnish  aid  in  power,  irrigation,  and  other 
fields  of  Interior's  activities. 

FEDERAL    POWER    COMMISSION 

The  Federal  Power  Commission  requested  $110,000  and  was 
allowed  $90,000  to  advise  on  European  power  needs  and  review  pro- 
grams for  construction  of  power  facilities. 

The  total  allowed  was  $4,000,000,  of  the  sum  requested  of  $13,870,- 
226,  but  we  are  going  on  the  assumption  that  there  was  $4,000,000 
transferred  to  other  agencies. 

Now  in  addition  to  that,  however,  there  was  approximately  $700,000 
of  additional  funds  transferred  to  the  State  Department  overseas  in 
Emope. 
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The  EGA  budget  also  has  this  $73,000  for  the  State  Department  in 
the  finance  aid  budget. 

I  thought  we  should  have  that  break-down  in  the  record  at  this 
time  so  we  can  have  a  complete  picture  of  the  administrative 
expenses. 

Is  that  to  cover  the  enth'e  administrative  expenses  for  the  admin- 
istration of  Trieste? 

Mr.  SoMMER.  We  get  that  under  Public  Law  84. 

]Mr.  Stefan.  You  still  have  some  funds  on  hand,  or  are  you  asking 
for  anything  additional? 

Mr.  SOMMER.    No. 


ADMINISTRATIVE    EXPENSES 

Mr.  Stefan.  For  the  $20,000,000  of  food  the  EGA  will  take  care 
of  the  administrative  expenses? 

Mr.  SoMMER.  Yes. 

Mr.  Stefan.  You  of  course  must  have  had  some  administrative 
expenses.     How  much  was  that? 

Mr.  SoMMER.  I  do  not  think  we  did — at  least  I  think  there  was  a 
lump  sum  for  the  entire  program. 

]\lr.  Stefan.  Do  you  know  how  much  was  the  administrative 
expense? 

Mr.  SoMMER.  No;  there  was  a  lump  sum  for  the  entire  program  for 
Trieste,  Austria,  Greece,  and  Italy. 

Mr.  Stefan.  Did  you  break  down  that  lump  sum  to  show  the  part 
covering  the  administrative  expenses  for  Trieste? 

Mr.  SoMMER.    No. 

Mr.  Stefan.  Where  did  you  get  the  pay  for  salaries? 
*     Mr.  SoMMER.  From  the  State  Department. 

The  Ghairman.  Gan  you  furnish  for  the  record  a  complete  break- 
down of  the  administrative  expenses  and  also  what  you  have  left? 

Mr.  Hayes.  This  is  for  administrative  expenses. 

Mr.  Stefan.  Yes,  because  you  do  not  have  anything  in  here. 

Mr.  Hayes.  That  is  right. 

United  States  foreign  relief  program — Status  of  administrative  limitation  of  $600,000 

as  of  May  26,  1948 


Description 


Budgeted 


Obligated 
May  26,  1948 


Unobligated 


Personal  services 

Post  allowances 

Travel 

Communications 

Rent   

Printing  and  binding 

Other  contracts 

Supplies 

Equipment 

Total 


$449, 185 

21,  895 

92,  52() 

23. 000 

1,000 

5,000 

1,800 

2,300 

3,300 


$385, 047 

14,  386 

54.101 

7,000 


3,700 
930 


1,841 


$64, 138 

7,509 

38,  419 

16,000 

1,000 

1,300 

870 

2,300 

1, 4.59 


600,000 


467, 005 


132. 995 


Note  1.— In  accordance  with  the  first  proviso  of  the  appropriation  "Foreign  aid"  in  Public  Law  393, 
80th  Cong.,  the  $600,000  appropriated  to  carrv  out  Public  Law  84,  80th  Cong.,  has  also  been  utilized  to  ad- 
minister the  Foreign  .Vid  Act  of  1947  (Public  Law  389,  80th  Cong.). 

Note  2.— The  $600,000  is  administered  as  a  lump-sum  appropriation  and  separate  accounts  are  not  main 
tained  for  administrative  expenses  for  each  of  the  programs  conducted  for  the  6  recipient  countries,  Austria, 
Italv,  G'-eecp,  Trieste.  France,  and  China. 

Note  3.— Major  items  pavable  from  the  unobligated  balance  of  $132,995  include  salary  payments  for  the 
mouth  of  June  1943;  terminal  leave;  and  travel  and  shipment  of  personal  effects  of  those  field  employees 
who  are  n  )t  taken  over  by  the  Economic  Cooperation  Administration  and  must  therefore  be  returned  to 
the  Unitel  Statc-s. 
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Mr.  Stefan.  This  is  going  to  be  paid  out  of  EGA  direct,  unless 
some  other  funds  are  to  be  transferred  from  the  $700,000;  is  that  right? 

Mr.  Cawley.  If  we  have  to  use  it.  in  connection  with  the  Trieste 
operation,  that  is  called  for  in  the  $700,000. 

Mr.  Stefan.  The  $700,000  has  to  be  allocated  with  some  flexibility, 
because  you  have  not  yet  set  up  the  16  offices? 

Mr.  SoMMER.  That  is  correct. 

Mr.  Stefan.  And  when  you  set  up  the  16  offices  you  will  know 
how  much  of  the  $700,000  will  have  to  be  used  for  housekeeping. 

When  are  you  going  to  start  in  Trieste? 

Mr.'SoMMER.  June  30. 

Mr.  Stefan.  June  30,  and  no  money  has  been  transferred  for 
Trieste  up  to  date? 

Air.  SOMMBR.    No. 

Mr.  Stefan.  None  at  all? 

Mr.  SoMMER.    No. 
.    Mr.  Stefan.  In  the  case  of  Greece — ■ — - 

Mr.  Hayes.  I  think  that  is  not  quite  correct. 

Mr.  Stefan.  Is  that  in  the  transfer  of  $9,000,000  of  EGA? 

Mr.  Hayes.  I  think  the  situation  now  with  respect  to  Trieste 

Mr.  Stefan.  What  is  the  situation  with  reference  to  expense  at 
Trieste? 

■  Mr.  Gardozo.  The  expenses  for  Trieste  came  out  of  the  $600,000 
that  was  appropriated  for  administrative  expenses  under  Public  Law 
.84.     The  $600,000  was  appropriated  in  Public  Law  271. 

Mr.  Stefan.  Yes. 

Mr.  Gardozo.  And  up  to  the  present  time  all  of  the  administrative 
expenses  for  Trieste,  in  respect  to  Public  Law  84,  have  been  out  of 
that  $600,000. 

Mr.  Stefan.  Yes;  but  I  think  we  ought  to  have  a  break-down  show- 
ing the  part  that  has  been  used  for  Hungary,  and  so  on,  and  the  part 
that  has  been  used  for  Trieste. 

How  much  is  going  to  be  left  out  of  that  fund? 

Mr.  Gardozo.  There  may  or  may  not  be  any.  The  same  people 
who  were  in  Trieste  will  continue. 

Mr.  Stefan.  They  were  under  what  office? 

Mr.  Gardozo.  Under  the  State  Department. 

Mr.  Stefan.  I  think  we  should  have  a  break-down  of  the  adminis- 
trative expenses  for  operations  among  350,000  people. 

The  Ghairman.  Just  a  minute  ago  we  got  this  statement  from 
Mr.  Sommer,  that  the  only  help  he  had  there  was  himself  and  one 
stenographer.    Is  that  correct? 

Mr.  Sommer.  That  is  correct. 

The  Ghairman.  We  have  not  had  any  report  on  that,  and  we  were 
told,  as  I  understood,  that  that  was  absorbed  under  the  State  Depart- 
ment fund.    I  do  not  know  just  exactly  how. 

Who  has  charge  of  handling  that  program,  of  buying  the  stuft'? 

Mr.  Hayes.  EGA  now  has  charge  of  tnat. 

The  Ghairman.  Gurrently? 

Mr.  Hayes.  Yes. 

The  Ghairman.  Somebody  had  charge  of  it  before  that. 

Mr.  Hayes.  That  was  the  State  Department,  under  Mr.  Thorp. 

The  Ghairman.  Mr.  Thorp? 

Mr.  Hayes.  Yes. 
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The  Chairman.  He  bought  the  suppUes  and  sent  them  over,  or 
somebody  else  did,  and  he  issued  orders  for  it? 

Mr.  Hayes.  Yes;  but  there  was  no  separate  staff  working  on 
Trieste;  the  same  group  handled  the  whole  program. 

The  Chairman.  That  is  for  Austria,  Italy,  Greece,  and  Trieste? 

Mr.  SoMMER.  Yes. 

The  Chairman.  And  there  was  some  for  France? 

Mr.  Sommer.  That  was  under  Public  Law  389;  that  was  not  iu 
Public  Law  84. 

Mr.  Hayes.  But  it  was  by  the  same  people,  I  believe. 

Mr.  Stefan.  Has  any  money  been  transferred  to  you  from  the 
ECA? 

Mr.  Hayes.  Transferred  to  the  ECA  from  the  State  Department? 

Mr.  Stefan.  From  the  ECA;  of  the  $800,000,000  allocated  has  any 
been  obligated  for  Trieste? 

Mr.  Cawley.  None  has  been  transferred  to  the  State  Department, 
iind  to  the  best  of  my  knowledge  none  has  been  obligated. 

Mr.  HoFF.  Are  you  speaking  of  the  substantive  fund  rather  than 
the  administrative  program? 

Mr.  Stefan.  The  program  fmid. 

Mr.  Hoff.  With  respect  to  the  program  fmid,  the  first  commit- 
jnents  will  be  made — they  are  waiting  upon  the  qualification  of 
Trieste.  In  the  interim  period  they  are  waiting  for  the  British  to  act, 
and  as  soon  as  that  is  done,  I  understand  they  will  make  the  report. 

Mr.  Stefan.  From  ECA  fmids? 

Mr.  Hoff.  Yes. 

effect  of  transfer  of  TRIESTE  PROGRAM  TO  ECA 

The  Chairman.  Is  there  any  change  in  the  administration  as  of 
today  as  a  result  of  the  ECA  taking  over? 

IMr.  Hayes.  I  am  not  sure  I  understand  your  question. 

Mr.  Stefan.  Is  there  any  change  in  the  administration  of  the 
program  in  Trieste  as  a  residt  of  the  ECA  taking  over? 

Mr.  SoMMER.  The  same  group  of  people  are  still  there  and  are  going 
to  be  temporarily  responsible  for  the  program — the  United  States 
political  adviser  has  been  asked  to  take  over  until  ECA  personnel 
arrives — ^but  the  same  group  of  people  will  be  responsible  for  the 
program  until  the  ECA  sends  a  staff  out  there. 

\lr.  Stefan.  Then  as  of  today  you  are  under  ECA? 

Mr.  SoMMER.  Yes. 

Proposed  Transfer  of  ECA  Funds  to  Other  Government 

Agencies 

Mr.  Stefan.  I  have  no  further  questions  on  that  item. 

Mr.  Cawley.  Mr.  Chairman,  if  I  may,  I  would  like  to  comment  on 
the  reference  made  by  Mr.  Stefan  to  the  table  giving  the  transfers  of 
fmids  to  other  agencies,  which  has  alreadv  been  put  in  the  record. 

Mr.  Stefan.  Yes,  wdth  the  exception  of  $700,000. 

Mr.  Cawley.  That  was  mentioned  elsewhere. 

I  would  like  to  point  out  that  the  $13,870,000  was  the  initial  request 
■of  these  agencies. 

Mr.  Stefan.  Yes. 
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Mr.  Cawley.  The  executive  branches  reviewed  those  requests  and 
trimmed  them  down  to  the  $4,000,000  figure,  which  is  herein  contained 
in  the  EGA  budget. 

I  want  to  make  it  clear  to  the  committee,  that  even  that  is  not  final 
in  the  sense  that  we  are  going,  upon  the  approval  by  the  Congress, 
to  require  all  of  these  various  agencies  to  justify  again  the  amounts 
they  require.  They  will  have  to  show  the  necessity  for  any  portion 
of  this  $4,000,000  before  we  make  the  allocation. 

Mr.  Stefan.  With  reference  to  the  $700,000  of  supplemental,  so- 
called  flexible  fund,  because  you  have  not  yet  set  up  the  16  offices  you 
do  not  know  how  much  of  that  will  be  required  for  housekeeping 
purposes? 

ADMINISTRATIVE    STAFF    IN    TRIESTE 

Mr.  Cawley.  That  is  correct.  I  would  like  to  mention,  in  respect 
to  the  organization  in  Trieste,  that  it  was  estimated  there  will  be 
approximately  14  people  financed  by  EGA  overseas  funds. 

Mr.  Stefan.  In  Trieste? 

Mr.  Cawley.  Yes. 

Mr.  Stefan.  You  will  have  14? 

Mr.  Sommer.  Yes. 

Mr.  Cawley.  That  was  the  estimate  and  it  is  very  tentative. 

Mr.  Stefan.  You  will  not  be  able  to  give  us  any  definite  estimate 
for  some  time? 

Mr.  Cawley.  I  should  say  that  the  next  budget  that  is  presented  to 
the  Congress  will  certainly  give  more  elaborate  details  of  the  require- 
ments for  each  office  overseas.  But  we  have  not  had  any  experience 
and  cannot  with  any  degree  of  exactitude  tell  what  the  requirements 
will  be. 

Mr.  Stefan.  This  $20,000,000  supplemental  you  are  askmg  to  get 
now  is  the  estimate  for  the  fiscal  year  1949,  or  is  that  the  ECA  figure? 

Mr.  Cawley.  No.  The  $20,000,000,  as  I  understand  it,  is  the 
amount  made  available  by  the  act  to  June  30, 

Mr.  Hayes.  1949. 

Mr.  Sommer.  For  the  15  months'  period. 

Mr.  Stefan.  From  April  3,  1948,  to  June  30,  1949? 

Mr.  Cawley.  That  is  correct. 

Mr.  Stefan.  It  is  more  in  the  nature  of  a  deficiency  then? 

Mr.  Cawley.  Yes.  And,  it  is  in  addition  to  this  budget  of  $4,245,- 
000,000  that  has  heretofore  been  considered  by  this  committee. 

Mr.  HoFF.  May  I  say,  Mr.  Stefan,  that  the  initial  shipments  are 
being  administered  by  the  ECA  out  of  funds  which  have  been  trans- 
ferred by  the  Reconstruction  Fmance  Corporation  to  pay  for  those 
shipments  and  actually  charged  to  section  11  of  the  Foreign  Aid  Act 
of  1947,  section  103  (b).  Public  Law  472.  Technically  speakmg  the 
appropriation  is  made  for  the  items  under  the  act  of  1947. 

AUTHORIZATION  FOR  FURTHER  APPROPRIATIONS 

Mr.  WiGGLESWORTH.  I  am  nob  clear  as  to  the  authority  for  this. 

Mr.  Hayes.  Public  Law  389  as  amended  by  the  Economic  Coopera- 
tion Act  of  1948. 

Air.  WiGGLESWORTH.  Oil  pagc  1  of  your  justification  you  show  the 
total  authorized  to  be  appropriated,  $597,000,000. 
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Mr.  Hayes.  Yes. 

The  Chairman.  And  there  was  appropriated,  under  the  supple- 
mental appropriation  act  of  December  23,  1947 — that  is  5  months  ago? 

Mr.  Hayes.  Yes. 

Mr.  WiGGLESWORTH.  $522,000,000? 

Mr.  Hayes.  Yes. 

Mr.  WiGGLESWORTH.  And  then  the  second  appropriation,  Public 
Law  470,  March  31,  1948— that  is  2  months  ago— $55,000,000? 

Mr.  Hayes.  Yes. 

Mr.  WiGGLESWORTH.  Wliat  is  the  status  of  that?  Is  there  any 
place  in  the  justifications  showing  the  status  of  that  appropriation? 

Mr.  Hayes.  I  think  that  is  to  be  presented  bv  the  EGA. 

Air.  Cawley.  Of  the  total  $577,000,000  made  available  for  interim 
aid,  as  of  April  30,  1948,  the  estimated  balance  of  the  appropriation 
unobligated  amounts  to  $2,760,000. 

Mr.  WiGGLESWORTH.  As  of  what  date? 

Mr.  Cawley.  April  30. 

:Mr.  Wigglesw^orth.  $2,760,000? 

Mr.  Cawley.  Yes. 

The  Chairman.  The  authority  to  appropriate  this  money  has 
lapsed,  has  it  not? 

Mr.  Hayes.  It  was  extended  under  the  Economic  Cooperation  Act. 

The  Chairman.  Under  what  section? 

Mr.  Hayes.  Section  103  (b),  page  2,  of  Public  Law  472. 

Mr.  Stefan.  To  remain  available  to  June  30,  1949. 

Mr,  Hayes.  That  is  right. 

The  Chairman.  That  section  does  not  do  it. 

]\Ir.  Keefe.  That  is  set  forth  on  page  5  of  the  justifications? 

]\Ir.  Hayes.  Yes. 

The  Chairman.  That  does  not  continue  the  authority  to  appropri- 
ate funds;  that  gives  you  no  authority.  It  simply  authorizes  $20,000,- 
000  to  be  advanced  out  of  this  Reconstruction  Corporation  set-up  of 
$1,000,000,000,  but  does  not  cover  the  authority  to  appropriate  funds. 

Mr.  Cardozo.  ]May  I  make  a  brief  explanation? 

The  Chairman.  That  is  all  there  is  to  it.  If  j^ou  will  read  that 
language  you  will  find  that  is  correct,  and  there  is  no  use  tiying  to 
kid  ourselves. 

Mr.  Cardozo.  The  purpose  of  that  subsection  was  to  add  the  name 
of  Trieste. 

The  Chairman.  The  purpose  of  that  subsection  might  hav^e  been, 
but  it  does  not  continue  the  authority  to  approj)riatc  funds. 

]Mr.  Hayes.  It  says  assistance  to  the  free  tcrritor}'  of  Trieste  is 
hereby  authorized  until  June  30,  1949. 

Mr.  Cardozo.  And  that  the  Foreign  Aid  Act  of  1947  is  hereby 
amended,  accordingly,  and  not  to  exceed  $20,000,000  is  authorized. 

The  Chairman.  No;  it  does  not  say  that.  Here  is  what  it  does: 
That  language  authorizes  it  to  be  done  bv  advancing  the  $20,000,000 
out  of  that^RFC  fund  of  $1,000,000,000  that  is  authorized  to  be 
advanced,  and  that  is  all  it  does. 

Mr.  Cardozo.  Mr.  Chairman,  there  was  $20,000,000  unappro- 
priated under  the  Foreign  Aid  Act. 

The  Chairman,  But  it  does  not  say  that.  Read  the  language 
yourself  and  you  will  see  that  is  correct. 
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Mr.  Cardozo.  The  amendment  was  to  add  Trieste  as  a  country 
authorized  to  receive  aid  under  the  Foreign  Aid  Act,  and  since  there 
were  more  than  $20,000,000  still  unappropriated  under  the  authority 
of  that  act,  the  $20,000,000  comes  out  of  the  amount  authorized  in  the 
original  act. 

The  Chairman.  No;  it  comes  out  of  what  is  said  right  in  this 
section. 

Mr.  Cardozo.  The  pendmg  appropriation 

The  Chairman.  It  comes  out  of  the  $1,000,000,000  of  the  RFC. 
That  is  what  it  says  right  in  the  language  of  section  103  (b). 

Mr.  SoMMER.  There  is  a  choice,  is  there  not? 

The  Chairman.  No. 

Air.  SoMMER.  That  is  really  an  amendment  to  the  Foreign  Aid 
Act,  is  it  not? 

The  Chairman.  No.  It  tells  how  the  money  is  being  provided, 
and  when  it  tells  that  that  is  the  story. 

Mr.  Cardozo.  May  I  just  read  from  the  House  report  on  that 
section,  from  page  80  of  the  House  report  of  the  Foreign  Affairs 
Committee,  which  states: 

Since  there  is  still  unappropriated  under  that  act  more  than  $20,000,000  of  the 
authorized  amount,  the  committee  has  also  provided  for  an  advance  by  the 
Reconstruction  Finance  Corporation  of  $20,000,000  to  be  used  for  providing 
assistance  inider  the  Foreign  Aid  Act  of  1947,  and  for  reimbursement  to  the 
Reconstruction  Finance  Corporation  out  of  funds  appropriated  under  that  act. 
The  committee  has  amended  the  Foreign  Aid  Act  of  1947  in  order  to  perfect  its 
provisions  with  respect  to  assistance  for  Trieste. 

The  Chairman.  I  still  think  that  there  is  not  any  authority. 

Mr.  Kerr.  Do  you  have  any  money  for  that? 

Mr.  Sommer.  No. 

Mr.  Kerr.  Wliere  did  the  fimds  come  from? 

Mr.  Sommer.  Thev  came  from  Public  Law  84. 

Mr.  Kerr.  From  the  RFC? 

Mr.  Sommer.  Yes,  originally.  There  has  been  no  money  spent 
under  EC  A. 

Mr.  Kerr.  This  is  an  item  that  was  called  for  under  ECA? 

Mr.  Sommer.  Yes. 

The  Chairman.  We  have  put  in  the  record  this  table  on  page  9? 

Mr.  Cawley.  Yes. 

Air.  Keefe.  Alay  I  ask  a  question  with  reference  to  this  so-called 
authorization.  This  $20,000,000  that  is  involved  in  this  supplemental 
estimate  has  its  genesis  and  authorization,  if  any  at  all,  in  Public  Law 
389? 

Air.  Hayes.  As  amended  by  the  Economic  Cooperation  Act. 

Air.  Keefe.  As  amended  by  the  Economic  Cooperation  Act  and  is 
over  and  above  the  amoinit  to  be  appropriated  under  that  act;  is  it  not? 

Mr.  Hayes.  Yes. 

Mr.  Keefe.  So  that  this  $20,000,000  is  in  excess  of  the  amount 
provided  for  under  the  ECA. 

Air.  Hayes.  That  is  right. 

The  Chairman.  If  you  read  something  in  the  language. 

Air.  Keefe.  I  am  just  trying  to  get  their  slant  on  it. 

Mr.  Hayes.  The  money  which  was  appropriated  for  the  European 
recovery  program  was  appropriated  to  be  expended  for  assistance  to 
the  countries  who  were  cooperating  in  a  joint  European  recovery 
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program — the  participating  coimtrios  in  what  is  now  the  OEEC. 
We  are  not  sure  how  soon  Trieste  will  be  a  participating  country,  but 
it  was  necessary  to  provide  for  Trieste,  in  addition  to  the  funds  being 
provided  for  the  participating  countries — ■ — 

Mr.  Keefe  (interposing).  The  relief  that  has  been  given  to  Trieste 
up  to  date  has  been  as  a  result  of  an  appropriation  made  under  Public 
Law  389? 

Mr.  SoMMER.  No;  Public  Law  84. 

Mr.  Keefe.  Public  Law  84? 

Mr.  Hayes.  Yes. 

Mr.  Keefe.  That  authorized  a  total  appropriation  of  $597,000,000; 
did  it? 

Mr.  Hayes.  No. 

Mr.  Sommer.  That  is  Public  Law  389;  $350,000 

Mr.  Keefe.  That  was  the  aid  for  Italy 

Air.  Sommer.  Trieste,  Austria,  and  Greece. 

Mr.  Keefe.  Yes;  that  is,  $350,000  was  appropriated? 

Mr.  Sommer.  Yes. 

Mr.  Keefe.  Now  out  of  that  you  have  been  carrying  on  this  pro- 
gram in  Trieste  up  to  date? 

Mr.  Sommer.  Yes. 

Mr.  Keefe.  And  you  now  propose  to  go  down  and  absorb  $20,- 
000,000  out  of  the  balance  of  the  authorization  made  in  Public  Law 
389? 

Mr.  Sommer.  Yes. 

Mr.  Keefe.  For  the  so-called  interim-aid  program? 

Mr.  Sommer.     Yes. 

Mr.  Keefe.  And  you  have  already  obligated,  of  the  origmal  author- 
ization $597,000,000,  $577,000,000,  leaving  $20,000,000  unobligated 
and  unappropriated,  and  the  purpose  now  is  to  care  for  this  pipe  line 
into  Trieste  by  the  utilization  of  those  funds. 

Air.  Hayes.  It  is  more  than  a  pipe  line;  it  is  the  whole  program. 

Air.  Keefe.  The  whole  program? 

Air.  Hayes.  It  is  the  whole  relief  program  for  the  next  15  months. 

Air.  Keefe.  And  is  to  be  administered  by  the  EGA  organization? 

Air.  Hayes.  That  is  correct. 

Air.  Keefe.  Now,  the  chaii-man  has  raised  the  question  as  to  the 
authority  for  appropriating  this  $20,000,000  for  this  purpose. 

Air.  Gawley.  Air.  Keefe,  the  $20,000,000  has  not  yet  been 
appropriated. 

Mr.  Keefe.  I  understand. 

Air.  Gawley.  $597,000,000  you  referred  to 

Air.  Keefe.  That  is  the  authorization? 

Air.  Gawley.  Yes.     And  $577,000,000  has  been  appropriated. 

Air.  Keefe.  That  much  has  been  appropriated,  and  there  is  a 
balance  of  that  authorization,  as  I  understand  the  claim  to  be,  of 
$20,000,000. 

Now,  the  claim  is  that  pursuant  to  the  provisions  of  Section  103  (b) 
of  Public  Law  472  the  authority  is  granted? 

Air.  Hayes.  That  is  right. 

Air.  Gardozo.  That  is  authorized  by  Public  Law  389  as  amended 
by  472. 
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of  course.     That  reads  as  follows: 

Until  such  time  as  the  Free  Territory  of  Trieste  or  either  of  its  zones  becomes 
ehgible  for  assistance  under  this  title  as  a  participating  country,  assistance  to  the 
Free  Territory  of  Trieste,  or  either  of  its  zones,  is  hereby  authorized  under  the 
Foreign  Aid  Act  of  1947 — 

That  is  Pubhc  Law  389. 
Mr.  Hayes.  Yes. 
Mr.  Keefe  (reading): 

ITntil  June  30,  1949,  and  the  said  Foreign  Aid  Act  of  1947  is  hereby  amended 
accordingly,  and  not  to  exceed  $20,000,000  out  of  funds  authorized  to  be  advanced 
by  the  Reconstruction  Finance  Corporation  under  subsection  (a)  of  section  114 
of  this  title,  or  under  subsection  (d)  of  section  11  of  the  Foreign  Aid  Act  of  1947 
notwithstanding  any  appropriation  heretofore  made  under  such  act,  may  be 
utilized  for  the  pruposes  of  this  subsection. 

In  other  words,  this  is  the  authority,  presumably,  upon  which  you 
base  your  opinion? 

Mr.  Sommer.  Yes. 

Mr.  Keefe.  You  here  claim  authority  for  the  $20,000,000,  being 
the  balance  of  the  unappropriated  authorization  in  the  Foreign  Aid 
Act  of  1947,  or  through  advancements  to  be  made  by  the  Reconstruc- 
tion Finance  Corporation  of  $20,000,000  out  of  the  preliminary  funds 
made  available  to  EGA  under  Public  Law  472;  is  that  right? 

Mr.  Sommer.  That  is  right. 

Mr.  Keefe.  Then  you  are  electing  to  claim  the  $20,000,000  which 
is  supposedly  given  herein  imder  the  authority  of  the  Foreign  Aid 
Act  of  1947.  I  want  to  be  correct,  if  I  can  get  the  information.  If 
you  have  any  suggestion  that  would  be  helpful  I  woidd  be  glad  to 
have  it. 

Mr.  Cardozo.  The  election  is  as  to  which  law  is  used  in  getting 
the  RFC  advance — there  is  no  election  as  to  the  appropriation  having 
been  authorized  by  public  law  389  as  amended  by  section  103  (b)  of 
Public  Law  472.  And  actually  the  RFC  advance  has  been  given 
under  the  authority  of  section  11  (d)  of  Public  Law  389. 

The  Chairman.  You  may  submit  a  brief  on  that  section  and  the 
committee  will  look  it  over. 

(The  brief  is  as  follows:) 

Statement  on  Authority  for  Trieste  Appropriation 

1.  The  $20,000,000  for  Trieste  is  requested  under  the  authority  of  the  Foreign 
Aid  Act  of  1947  (Public  Law  389,  80th  Cong.),  as  amended  by  section  103  (b) 
of  the  Foreign  Assistance  Act  of  1948  (Public  Law  472,  80th  Cong.).  Section 
103  (b)  of  Public  Law  472  reads  as  follows: 

"(b)  Until  such  time  as  the  Free  Territory  of  Trieste  or  either  of  its  zones 
becomes  eligible  for  assistance  under  this  title  as  a  participating  country,  assistance 
to  the  Free  Territory  of  Trieste,  or  either  of  its  zones,  is  hereby  authorized  under 
the  Foreign  Aid  Act  of  1947  until  June  30,  1949,  and  the  said  Foreign  Aid  Act  of 
1947  is  hereby  amended  accordingly,  and  not  to  exceed  $20,000,000  out  of  funds 
authorized  to  be  advanced  by  the  Reconstruction  Finance  Corporation  under 
subsection  (a)  of  section  114  of  this  title,  or  under  subsection  (d)  of  section  11  of 
the  Foreign  Aid  Act  of  1947  notwithstanding  any  appropriation  heretofore  made 
under  such  act,  may  be  utilized  for  the  purposes  of  this  subsection :  Provided,  That 
section  11  (b)  of  the  Foreign  Aid  Act  of  1947  shall  not  apply  in  respect  of  the  Free 
Territory  of  Trieste  or  either  of  its  zones:  And  ■provided  further,  That  the  proyisions 
of  section  115  (b)  (6)  of  this  title  shall  apply  to  local  currency  deposited  pursuant 
to  section  5  (b)  of  that  act." 

2.  The  amendments  to  Public  Law  389  made  by  this  section  are  material  to  this 
appropriation  request  in  three  respects: 
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(o)  Trieste  is  inserted  in  section  2  of  Public  Law  389  along  with  Austria,  China, 
France,  and  Italy  as  recipient  countries.  This  amendment  is  effected  by  the 
words  "assistance  to  the  Free  Territory  of  Trieste,  or  either  of  its  zones,  is  hereby 
authorized  under  the  Foreign  Aid  Act  of  1947." 

(6)  The  authority  to  provide  assistance  for  Trieste  is  extended  until  June  30, 
1949,  the  date  specified  in  section  103  (b). 

(c)  By  the  language  of  section  103  (b),  which  authorizes  an  advance  of  $20,- 
000,000  by  the  Reconstruction  Finance  Corporation  "notwithstanding  any 
appropriation  heretofore  made  under  such  Act,"  such  an  advance  is  authorized 
under  section  11  (d)  of  Public  Law  389  notwithstanding  the  appropriations  made 
for  the  purposes  of  Public  Law  389  bv  the  Third  Supplemental  Appropriation 
Act  of  1948  (Public  Law  393)  and  by  Public  Law  470. 

3.  The  purpose  of  section  103  (b)  of  Public  Law  472  was  explalined  on  page  80 
of  the  Report  of  the  Committee  on  Foreign  Affairs  on  the  Foreign  Assistance  Act 
of  1948  in  the  following  words: 

"Section  103  (b) :  Since  Trieste  was  not  in  a  position  to  be  invited  to  the 
Paris  Conference,  it  was  not  able  to  sign  the  report  of  the  Committee  on  European 
Economic  Cooperation.  Therefore,  Trieste  is  not  in  a  position  to  receive  assist- 
ance as  a  participating  country.  Accordinglv,  the  committee,  in  this  subsection, 
has  provided  for  the  Free  Territorv  of  Trieste  or  either  of  its  zones  to  receive 
assistance  under  the  Foreign  Aid  Act  of  1947  up  to  June  30,  1949.  Since  there  is 
still  unappropriated  under  that  Act  more  than  $20,000,000  of  the  authorized 
amount,  the  committee  has  also  provided  for  an  advance  by  the  Reconstruction 
Finance  Corporation  of  $20,000,000  to  be  used  for  providing  assistance  under  the 
Foreign  Aid  Act  of  1947  and  for  reimbursement  to  the  RFC  out  of  funds  appro- 
priated under  that  act.  The  committee  has  amended  the  Foreign  Aid  Act  of 
1947  in  order  to  perfect  its  provisions  with  respect  to  assistance  for  Trieste." 

4.  At  the  time  of  the  issuance  of  the  report  bv  the  Com.mittee  on  Foreign 
Affairs,  $75,000,000  were  unappropriated  out  of  the  authorized  $597,000,000  in 
Public  Law  389.  Of  this  residual  $75,000,000,  the  sum  of  $55,000,000  was  appro- 
priated bv  Public  Law  470  for  Austria,  France  and  Italv  under  Public  Law  389. 
Since  $20,000,000  had  already  been  requested  for  Trieste,  this  $55,000,000,  if  the 
request  for  Trieste  were  granted,  would  consume  all  the  funds  authorized  under 
Public  Law  389. 

5.  Pursuant  to  the  authority  of  section  11  (d)  of  Public  Law  389,  as  amended 
and  supplemented  by  section  103  (b)  of  Public  Law  472,  an  advance  of  $5,000,000 
has  been  made  available  to  the  Economic  Cooperation  Administration  for  the 
purpose  of  rendering  assistance  to  Trieste  until  an  appropriation  has  been  made 
for  the  purpose.  It  is  planned  that  this  advance  will  be  repaid  out  of  the  appro- 
priation now  requested. 

6.  The  administration  of  operations  under  the  Foreign  Aid  Act  of  1947  (Public 
Law  389)  was  transferred  to  the  Economic  Cooperation  Administration  pursuant 
to  the  direction  of  section  14  of  the  Foreign  Aid  Act  of  1947  (Public  Law  389).  A 
further  clarification  of  the  administrative  responsibility  for  the  operations  under 
Public  Law  389  is  contained  in  Executive  Order  9960  issued  on  May  19,  1948. 

Mr.  Keefe.  One  other  question  with  reference  to  the  $20,000,000 
that  is  supposed  to  be  expended;  That  is  just  for  reUef? 

Mr.  SoMMER.  Yes. 

]Mr.  Keefe.  You  have  ah-eady  told  us  in  3^0 lu-  justifications,  that 
insofar  as  the  reconstruction  and  rehabihtation  is  concerned  in 
Trieste  that  you  may  make  a  fm-ther  allocation  of  funds  out  of  the 
funds  to  be  requested  by  the  EGA,  so  that  this  is  purely  a  relief  propo- 
sition involved  here. 

Mr.  SoMMER.  Yes. 

Mr.  Keefe.  You  are  ftn-nishing  the  food,  to  be  administered  by  the 
EGA,  and  what  3^011  expect  to  do  is  to  reach  back  into  tliis  so-called 
interim-aid  program  and  get  that  relief  of  $20,000,000  for  Trieste, 
without  the  utilization  of  funds  from  the  EGA? 

Air.  vSoMMER.  Yes. 

Mr.  Keefe.  And  in  effect  by  doing  that,  by  that  process  of  legalistic 
legerdemain,  you  have  increased  the  amount  of  the  EGA's  possible 
expenditures  by  $20,000,000? 
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Mr.  Unger.  You  have  the  further  quahfication  required  of  Trieste 
before  getting  EGA  aid. 

Mr.  Keefe.  The  quahfication  of  getting  EGA  aid  is  the  estabhsh- 
ment  of  a  Government  that  you  can  do  business  with,  and  entering 
into  a  contractual  arrangement,  and  at  the  present  time  we  have  not 
any  such  arrangement,  and  you  have  not  given  us  in  the  justification 
any  indication  when  we  will  have. 

Mr.  SoMMER.  That  is  correct,  yes. 

Mr.  Unger.  Even  under  Public  Law  389,  as  amended  by  472,  an 
agreement  in  connection  with  the  use  of  the  funds  for  distribution 
in  the  local  country  is  required.  This  requires  a  combined  British- 
American  obligation,  and  they  are  waiting  for  that  before  going  ahead. 

Mr.  Hayes.  It  is  important  to  distinguish  these  two  quite  different 
programs.  The  major  program  is  integrated  with  the  European 
recovery  program  for  economic  assistance,  in  which  you  have  a  num- 
ber of  countries  participating,  and  for  which  we  have  the  major  section 
of  the  act;  and  this  additional  fund  for  a  particularly  small  area,  which 
is  not  a  participating  country,  and  which  was  not  integrated  in  the 
plan,  and  wliicli  we  hope  will  become  a  participating  country,  but 
which  has  not  yet  come  in  and  qualified  for  assistance  under  the 
general  European  aid  program,  so  there  have  to  be  two  separate  funds. 

Mr.  SoMMER.  The  act  also  provides,  in  section  103  (b)  that  at  the 
time  Trieste  becomes  eligible  these  funds  will  no  longer  be  used  but 
will  go  into  the  bigger  fund. 

Mr.  Hayes.  That  is,  the  funds  will  be  transferred. 

Mr.  SoMMER.  That  the  funds  which  are  not  transferred,  I  suppose, 
would  not  be  eligible  for  use  under  the  language  of  the  act. 

Mr.  Hayes.  Public  law  389,  which  this  act  (472)  amends,  provides 
that  any  unexpended  funds  at  the  time  the  country  becomes  a  par- 
ticipating country  will  move  over  into  the  EGA  fund. 

Mr.  Keefe.  I  suppose  you  gentlem.en  all  understand  this.  Frankly 
I  find  myself  som.ewhat  confused,  and  I  would  like  to  have  you 
straighten  me  out  if  I  am.  in  error. 

When  Public  Law  472  was  enacted  that  provided  that  they  have 
aid  to  the  Free  Territory  of  Trieste,  to  be  accomplished  outside  of  the 
provisions  of  the  general  reconstruction  and  recovery  program. 

Mr.  Hayes.  That  is  right. 

Mr.  Keefe.  Until  such  time  as  the  Free  Territory  of  Trieste  or 
either  of  its  zones  becoro.es  eligible  for  assistance  under  Public  Law 
472,  the  economic  funds  authorized  to  be  appropriated  for  the  general 
EGA  program,  could  not  be  appropriated  for  Trieste,  and  you  have 
justification  or  authority  some  other  place? 

Mr.  Hayes.  Yes. 

Mr.  Keefe.  You  get  the  authority,  you  claim,  by  reason  of  the 
amendment  to  the  act  of  1947? 

Mr.  Hayes.  That  is  right. 

Mr.  Keefe.  Which  authorized  the  expenditure  of  aid  for  Italy, 
Austria,  and  Greece,  but  not  Trieste;  is  that  right? 

Mr.  Hayes.  Not  for  Trieste,  until  the  act  was  amended. 

Mr.  Unger.  The  Interim  Aid  Act  has  the  additional  authority • 

Mr.  Keefe.  Off  the  record. 

'(Off-record  discussion.) 
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DTSCTJSSION    ON    ECONOMIC    RECOVERY    OF    TRIESTE 

Mr.  Keefe.  When  are  you  going  to  appoint  a  governor  of  Trieste; 
liow  long  is  this  program  going  to  continue  under  the  ECA  adminis- 
tration, in  eifect,  outside  the  general  reconstruction  and  recovery 
program?  When  do  you  reach  the  time  when  you  can  get  away  from 
the  pure  aid  program  and  get  into  the  reconstruction  program?  In 
other  words,  when  can  we  foresee  getting  Trieste  oft"  our  neck?  That 
is  what  I  would  like  to  see  and  what  I  would  like  to  know. 

Air.  Hayes.  So  far  as  it  becoming  a  participating  country  and 
becoming  integrated  in  the  general  European  plan  for  recovery,  I 
think  it  is  anticipated  that  will  occur  this  year,  or  in  the  reasonably 
immediate  future. 

Mr.  Mahon.  Do  you  mean  a  governor  would  be  appointed  this  year? 

Mr.  Hayes.  No  ;  the  matter  of  becoming  a  free  state  and  a  sovereign 
territory  with  a  Governor  selected  and  appointed  by  the  United 
Nations — the  responsibility  of  the  United  Nations — -we  did  not  know 
when  that  would  take  place,  and  there  is  some  doubt  that  it  will 
e\er  take  place. 

Air.  Sommer.  Our  policy  has  changed,  and  we  are  advocating  the 
return  of  Trieste  to  Italy. 

Mr.  Unger.  To  that  extent  we  would  amend  the  Italian  Peace 
Treaty  to  cover  the  return  of  Trieste  to  Italy. 

Mr.  Keefe.  The  whole  basis  for  this  program  is  found  in  your 
justification  in  this  statement: 

Meanwhile  the  United  States  and  the  United  Kingdom  are  responsible  through 
the  military  administration  for  the  preservation  of  public  order,  for  the  prevention 
•of  disease  and  unrest,  and  for  the  maintenance  of  the  social  and  economic  welfare 
■of  the  population  in  that  area. 

And  you  further  state  that  the  responsil)ility  of  the  United  States 
and  United  Kingdom  Governments  will  terminate  upon  the  assump- 
tion of  office  by  the  Governor,  with  the  possible  exception  of  con- 
tinuing the  assistance  of  the  Government  in  maintaining  order; 
however,  it  appears  at  this  time  that  the  United  Nations  Security 
Council  will  not  be  able  to  agree  upon  a  Governor  in  the  near  future. 

Those  are  statements  in  your  justifications,  and  that  is  the  basis 
for  this  request,  and  it  rests  upon  the  responsibility  of  the  occupying 
nations  in  the  United  Kingdom  and  American  zone  to  assist  the  mili- 
tary governments  to  preserve  order  and  to  maintain  the  status  quo 
until  such  time  as  that  new  set-up,  a  free  government,  by  the  appoint- 
ment of  a  Governor,  to  be  made  by  the  Council  of  the  United  Nations 
in  the  dim  future  sometime. 

That  means  that  we  have  got  to  continue  on  and  on  and  on  with 
this  program  under  ECA,  and  there  is  no  reconstruction  or  rehabilita- 
tion involved,  you  say,  in  this;  it  is  relief. 

Mr.  Unger.  I  would  say  that  position  has  been  amended  by  this 
declaration  to  which  I  referred  which  looks  forward  to  the  reincorpo- 
ration of  Trieste  into  Italy. 

Mr.  Keefe.  You  are  thinking  now  that  the  peace  treaty  might  be 
amended,  provided  some  of  the  recalcitrant  powers  that  have  to  be 
consulted  about  it  will  agree  to  it? 

Mr.  Unger.  Exactly. 

Mr.  Keefe.  That  is  a  forlorn  hope,  is  it  not? 
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Mr.  Unger.  We  hope  not.  In  any  case  I  think  it  is  clear  from  the 
language  of  Public  Law  472  that  we  look  forward  to  Trieste  partici- 
pating in  the  recovery  program  as  soon  as  it  would  become  a  member 
of  the  OEEC,  at  which  time  it  would  not  be  on  a  relief  basis  but  on  a 
recovery  basis. 

Mr.  Keefe.  Of  course,  that  is  on  the  basis  of  if,  when,  and  as. 

Mr.  Hayes.  Trieste  can  become  a  participating  country  in  OEEC 
without  having  a  Governor  appointed  by  the  United  Nations.  Just 
as  bizonia  has  adhered  to  the  OEEC  through  the  Anglo-American 
military  authorities,  Trieste's  Anglo-American  military  authorities 
could  act  for  Trieste  vis-a-vis  the  OEEC. 

Mr.  Keefe.  Why  have  they  not  done  so  in  Trieste? 

Mr.  Hayes.  Because  there  has  been  this  other  deal  pending. 
There  was  no  point  in  taking  it  into  OEEC  while  there  was  the  pos- 
sibility of  its  becoming  a  part  of  the  Italian  territory. 

Mr.  Unger.  And  you  could  add  to  that,  in  view  of  the  fact  that 
there  does  not  appear  to  be  that  possibility  in  the  near  future,  action 
is  under  way  toward  getting  Trieste  into  the  OEEC  so  that  it  can  be 
woven  into  the  whole  European  recovery  program. 

Mr.  Mahon.  The  American  military  commander  and  the  British 
military  commander  could  get  together  in  a  very  few  days  and  agree 
to  cooperate  with  the  OEEC  if  they  so  desired. 

Mr.  Hayes.  That  is  right,  and  that  is  subject  to  acceptance  by  the 
other  countries.  There  is  no  doubt  that  that  will  be  accepted,  but 
tliis  move  has  not  taken  place  yet.  We  have  held  out  waiting  to  see 
whether  there  was  any  reasonable  possibility  of  Russia  accepting  the 
proposal  that  Trieste  might  be  returned  to  Italy. 

REBIRTH    OF    TRADE    NEEDED 

Mr.  Mahon.  What  Trieste  needs  is  not  so  much  reconstruction  of 
buildings  as  such,  but  a  rebirth  of  trade? 

Mr.  Hayes.  Thit  is  right;  yes,  sir. 

Mr.  Mahon.  Does  anyone  know  whether  or  not  any  real  progress 
is  being  made  along  that  line? 

Mr.  SoMMER.  No,  sir. 

Mr.  Hayes.  Mr.  Sommer  has  very  recently  come  back  from 
Trieste. 

Mr.  Sommer.  There  is  very  little  likelihood  of  that  at  the  present 
time,  except,  as  you  were  told  when  you  were  there,  and  I  have  said 
this  before,  Trieste  has  never  been  economically  sound.  It  was  al- 
ways subsidized,  and  at  this  point,  when  capital  is  scarce  in  Europe, 
there  is  very  little  likelihood  of  people  investmg  capital  in  Trieste 
where  the  future  is  so  uncertain. 

It  seems  to  me  that  Trieste  has  become  a  show  window  for  our 
relations  with  quite  a  lot  of  people  in  Europe. 

We  have  quite  a  lot  of  friends  behind  the  iron  curtain  both  in 
Yugoslavia,  Czechoslovakia,  and  Hungary  who  formerly  traded  with 
Trieste.  It  has  become  a  spot  that  is  watched,  and  because  of  our 
commitments  we  must  look  after  Trieste.  The  creation  of  Trieste 
as  a  iree  territory  is  a  solution  that  satisfied  no  one  but  it  is  a  creation 
of  the  Peace  Conference. 

Mr.  Unger.  At  the  Peace  Conference  our  proposal  was  that  it  be 
incorporated  into  Italy. 
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Mr,  Mahon.  Oh,  sure. 

Mr.  Unger.  And  it  was  only  as  a  result  of  many  months  of  dead- 
lock that  the  fmal  result  was  reached. 

Mr.  Mahon.  Are  not  the  Yugoslavs  using  this  port  of  Fiume  and 
sidestepping  the  use  of  Trieste? 

Mr.  SoMMER.  Yugoslavia  has  very  little  foreign  trade  at  this  point, 
but  they  are  using  Fiume  as  a  port.  Most  of  their  exports  are  going 
east  and  are  not  coming  out  of  Yugoslavia  toward  the  west.  They 
have  little  use  for  Fiume  as  a  port  at  present,  although  they  have 
violated  the  treaty  by  giving  preferential  rates  and  lower  port  charges 
than  prevail  in  Trieste,  but  apparently  they  are  not  getting  much 
business  even  by  doing  that. 

HIGH  PER  CAPITA  COST 

The  Chairman.  This  is  a  larger  appropriation  per  capita  for  relief 
purposes  than  for  any  other  place  in  the  world. 

Mr.  SoMMER.  I  believe  it  is  pretty  high. 

The  Chairman.  It  is  $60  or  $70  a  head. 

Mr.  SoMMER.  That  is  for  a  15  months'  period  and  not  a  year's 
period,  Mr.  Chairman. 

The  Chairman.  Well,  I  do  not  know  whether  it  is  or  not. 

I  do  not  know  as  we  have  any  more  questions  now  on  this.  I  guess 
that  is  all,  gentlemen.    Thank  you. 


Thursday,  May  20,  1948. 
DEPARTMENT  OF  AGRICULTURE 

Food  and  Feed  Conservation  Program 

STATEMENT  OF  CHARLES  F.  BRANNAN,  ASSISTANT  SECRETARY; 
LOUIS  E.  MARCHI,  ACTING  ASSISTANT  TO  THE  DIRECTOR, 
OFFICE  FOR  FOOD  AND  FEED  CONSERVATION;  AND  HOWARD 
F.   SHAMBARGER,    ASSISTANT   TO    THE    CONTROLLER    OF   CCC 

authority  for  program 

Air.  Keefe.  The  attention  of  the  committee  has  been  called  to  a 
program  activated  since  the  1st  of  January  in  the  Department  of 
Agriculture  known  as  the  food  and  feed  conservation  program.  It 
appears  under  Public  Law  395,  known  as  the  stabilization  legislation, 
and  in  section  8  (a)  and  (b)  of  that  act,  approved  December  oO, 
1947,  the  Congress  directed  the  President  to  carry  out  a  program  for 
the  conservation  of  food  and  feed  and  authorized  him,  through  the 
dissemination  of  information,  education,  and  other  campaigns,  to 
furnish  assistance  and  such  other  voliuitary  and  cooperative  measures 
as  he  deemed  necessar}^  or  appropriate  to  encourage  and  promote  the 
efficient  utilization,  care,  and  preservation  of  food  and  feed,  the 
elimination  of  practices  which  waste  food  and  feed,  the  control  and 
eradication  of  insects  and  rodents,  the  consumption  of  less  of  those 
foods  and  feeds  which  are  in  short  supply,  and  other  conservation 
practices. 
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The  legislation  further  authorizes  the  President  to  exercise  the 
authority  through  such  departments,  agencies,  independent  estab- 
lishments, and  officials  of  the  Federal  Government  of  such  State,  local, 
and  private  agencies  as  he  may  determine;  and  he  has,  I  believe,  desig- 
nated the  Department  of  Agriculture,  in  a  division  known  as  the  Food 
and  Feed  Conservation  Division,  to  carry  out  this  program.  That  is 
correct,  is  it  not,  Mr.  Brannan? 

Mr.  Brannan.  Yes. 

Mr.  Keefe.  And  in  section  (b)  of  Public  Law  395  there  is  this 
language: 

There  is  hereby  authorized  to  be  appropriated  to  the  President  such  sums  as 
may  be  necessary  to  carry  out  this  section.  To  enable  the  President  to  carry  out 
this  section  for  the  remainder  of  the  fiscal  year  ending  June  30,  1948,  there  is 
hereby  made  available  not  to  exceed  $1,000,000  from  any  funds  made  available 
by  the  Congress  for  carrying  out  Public  Law  84,  Eightieth  Congress,  or  from  any 
funds  made  available  by  the  Congress  for  interim  foreign  aid. 

I  am  advised  there  has  been  for  a  number  of  years  in  the  Depart- 
ment of  Agriculture  a  division  known  as  the  Food  Distribution  and 
Trades  Division;  is  that  right? 

Mr.  Brannan.  Yes. 

Mr.  Keefe.  And  that  under  the  authority  of  the  act  which  I  have 
referred  to.  Public  Law  395,  there  has  been  set  up  in  the  Department 
of  Agriculture  the  Office  of  Food  and  Feed  Conservation  Division? 

Mr.  Brannan.  Yes. 

source  of  funds  for  program 

Mr.  Keefe.  Have  you  ever  justified  before  any  committee  of  the 
Congress  the  expenditure  of  public  funds  under  this  Division? 

Mr.  Brannan.  We  have  not,  sir. 

Mr.  Keefe.  Have  you  presented  to  any  committee  of  the  Congress 
the  set-up  under  which  this  expenditure  of  money  is  to  be  carried  on? 

Mr.  Brannan.  We  have  not,  sir. 

Mr.  Keefe.  Have  you  ever  submitted  any  of  the  program  that  is 
contemplated  and  that  is  being  carried  on,  to  any  committee  of  the 
Congress? 

Mr.  Brannan.  In  part,  we  have  submitted  what  we  call  the  in- 
dustrial activities;  the  effort  to  secure  the  conservation  of  grain  by 
some  of  the  major  grain-using  segments  of  our  industry — distillers, 
brewers,  bakers,  and  so  forth. 

Mr.  Keefe.  To  whom  was  that  presentation  made? 

Mr.  Brannan.  To  a  subcommittee  of  the  Committee  on  Banking 
and  Currency  of  the  Senate,  if  I  remember  correctly.  At  least 
Senator  Flanders  was  chairman  of  that  committee. 

Mr.  Keefe.  Let  me  ask  you  this:  What  is  the  source  of  the  funds 
that  you  are  now  spending? 

Mr.  Brannan.  The  funds  appropriated  in  the  act  to  which  you 
made  reference. 

Mr.  Keefe.  There  are  no  funds  appropriated  in  that  act. 

Mr.  Marchi.  Pubhc  Law  271,  Eightieth  Congress,  approved  July 
30,  1947. 

Mr.  Shambarger.  Wliat  they  called  devastated  area  moneys  au- 
thorized by  Public  Law  84,  appropriated  by  Public  Law  271. 

Mr.  Keefe.  That  is  exactly  what  I  am  asking  you.  Public  Law 
84  is  the  authorization  for  an  appropriation  of  $350,000,000,  as  I  recall, 
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for  relief  assistance  to  Italy,  Trieste,  Austria,  and  Greece,  for  devas- 
tated areas. 

Mr.  Shambarger.  That  is  correct. 

Mr.  Keefe.  That  is  the  general  relief  program.  Do  I  understand 
these  funds  have  been  taken  from  the  amount  appropriated  to  cany 
out  that  program?     The  appropriation  bill  you  referred  to  is  what? 

Mr.  Marchi.  Public  Law  271. 

Mr.  Keefe.  That  is  the  appropriation  bill  that  was  passed  to  im- 
plement Public  Law  84  of  the  Eightieth  Congress  and  provided  for 
appropriations,  as  I  recall,  of  $350,000,000. 

Air.  Brannan.  Right. 

Mr.  Keefe.  Do  I  understand  that  out  of  those  funds  which  were 
administered  by  the  State  Department  there  was  allocated  to  the 
President  and  bv  him  allocatetl  to  Agriculture  to  carry  out  this  pro- 
gram this  sum  of  $1,000,000? 

Mr.  Brannan.  That  is  correct,  sir. 

Mr.  Keefe.  Where  do  you  expect  to  get  the  funds  to  continue  in 
the  future? 

}slr.  Brannan.  We  have  prepared  a  budget  for  the  year  beginning 
July  1,  1948,  submitted  it  to  the  Bureau  of  the  Budget,  and  received 
from  them,  after  consideration,  notification  they  thought  these  funds,. 
or  any  funds,  used  for  the  further  carrjang  on  of  the  program  should 
come  out  of  the  European  recover}^  funds,  or  at  least,  whether  they 
thought  so  or  not,  they  wished  to  give  Mr.  Hoffman  the  opportunity 
to  say  whether  or  not  he  thought  the  funds  should  come  out  of  his 
appropriation,  or  whatever  appropriations  were  made  available  to  him 
by  the  Congress  for  the  European  recovery  program. 

Subsequently  to  the  submittal  of  that  material  to  Mr.  Hoffman's 
office,  we  received  a  reply  from  Mr.  Hofi'man's  office  saying  that  in 
his  opinion  he  thought  the  funds  for  this  program  should  not  be 
included  in  the  over-all  allocation  of  the  allotment  of  funds  to  him. 
We  then,  upon  receiving  that  notice,  asked  the  Bureau  of  the  Budget 
again  to  consider  the  recommendation  to  the  Congress  of  a  supple- 
mental appropriation,  and  the  matter  is  in  that  posture  at  the  moment. 
We  have  not  heard  from  the  Bureau  of  the  Budget. 

Mr.  Keefe.  In  other  words,  then,  I  think  Mr.  Hoffman  is  abso- 
lutely correct  in  the  attitude  which  he  has  nuiintained.  This  Con- 
gress authorized  the  appropriation  of  money  which  is  now  before  this 
committee  for  ECA,  and  I  have  heard,  as  one  member  of  the  com- 
mittee, no  testimony  whatsoever  in  justification  of  the  reallocation  of 
any  of  those  funds  to  the  Department  of  Agricultui'e  for  this  purpose. 

Mr.  Brannan.  That  is  correct. 

Mr.  Keefe.  And  the  basic  legislation  clearly  indicates  there  would 
be  a  presentation  to  this  committee,  or  some  committee  of  the  Con- 
gress, before  anj^  appropriations  were  made  to  cover  this  activity. 

Mr.  Brannan.  I  agree  with  you,  sir. 

Mr.  Keefe.  Now,  you  started  the  activity  without  any  real  justi- 
fication for  the  program  other  than  the  autliority  contained  in  Public 
Law  395.  I  mean  by  that  there  has  been  no  break-down  in  the  ex- 
penditures or  of  employees  or  anything  about  it  presented  to  any 
committee  of  the  Congress,  and  if  you  succeeded  in  getting  an  alloca- 
tion from  ECA,  you  could  still  continue  on  under  that  allocation  and 
would  not  be  required  to  come  up  here  and  justify  it  at  all. 
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Mr.  Brannan.  No,  sir;  because  if  Mr.  Hoffman  had  said,  "Yes, 
this  is  an  activity  that  I  think  comes  within  the  scope  of  the  over-all 
justifications  that  I  have  been  granted,"  then  he  would  have  presented, 
or  we  would  have  joined  him  in  presenting,  the  facts  about  carrying 
on  the  program  from  here  on,  say,  from  June  30  on. 

Mr.  Keefe.  At  least  up  to  date  there  has  been  no  presentation 
made  to  this  committee,  and  we  have  been  holding  hearings  now  for 
weeks  in  connection  with  the  EGA  program. 

Mr.  Brannan.  I  assume  there  will  not  be,  because  it  was  Mr. 
Hoffman's  decision  that  he  did  not  want  to  include  it  in  his  activities, 

Mr.  Keefe.  And  it  is  your  expectation  that  there  will  eventually 
come  before  this  committee  an  estimate  for  the  fiscal  year  1949,  in 
order  that  you  may  carry  on  this  operation  from  July  1,  tlirough  the 
next  fiscal  year? 

Mr.  Brannan.  Either  that," or  there  will  be  no  program  in  the  fiscal 
year  1949. 

BREAK-DOWN  OF  PROGRAM  AND  ORGANIZATION 

Mr.  Keefe.  "What  is  your  program  now  and  what  is  the  basis  of 
the  set-up  under  the  program,  and  how  many  people  do  you  have 
employed,  and  who  are  they,  and  what  are  they  doing? 

Mr.  Brannan.  May  I  give  the  answer  to  that  in  general  terms,  be- 
cause as  you  are  aware,  we  received  notice  of  your  wanting  to  hear 
about  this  subject  today,  just  about  30  minutes  ago.  We  have  72 
people  on  the  pay  roll  at  this  time. 

Mr.  Keefe.  Will  you  furnish  the  committee  a  list  of  those  people 
and  their  salaries,  grades,  backgrounds? 

Mr.  Brannan.  We  certainly  will,  sir. 

Mr.  Keefe.  So  we  may  have  that  information  available  for  the 
committee. 

Mr.  Brannan.  We  can  do  that  on  very  short  notice. 

(The  information  may  be  found  on  p.  506.) 

need  for  setting  up  additional  division  to  carry  on  program 

Mr.  Keefe.  Wliy  was  there  a  new  division  set  up  in  the  Depart- 
ment of  Agriculture,  and  why  could  not  the  existing  division  of  this 
Food  Distribution  and  Trades  Division  of  the  Department  handle  it? 

Mr.  Brannan.  I  think  the  reason  for  that,  Mr.  Keefe,  was  that 
the  scope  of  activities  called  for  in  the  language  you  read  a  while  ago 
are  broader  than  the  activities  or  the  authority  of  any  one  specific 
branch  of  the  Department  of  Agriculture.  I  want  you  to  understand 
very  clearly,  sir,  that  we  are  using  to  the  fullest  extent  their  capacity, 
or  at  least  we  hope  to  the  full  extent  of  their  capacity,  the  existing 
facilities  of  the  Department  with  respect  to  the  various  phases  of  the 
program  we  are  now  carrying  out,  and  that  the  72  people,  which 
includes  messengers,  clerks,  typists  and  everybody  else  working  on  the 
program,  are  working  on  specific  kinds  of  tasks  that  we  were  not 
equipped  in  the  Department  to  undertake  otherwise. 

Mr.  Keefe.  My  information  is — and  I  will  say  the  information 
came  to  this  committee  just  this  morning — that  a  very  definite  effort 
is  being  made  down  there  to  just  spend  this  appropriation  of 
$1,000,000;  that  the  people  in  the  Department  have  been  told  they 
have  to  get  rid  of  this  $1,000,000  before  the  end  of  the  fiscal  year. 
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Mr.  Brannan.  I  suppose  anyone  is  entitled  to  his  opinion  about 
it,  but  I  can  say  to  you  for  former  Secretary  Anderson,  for  whom  I 
have  been  taking  charge  of  the  program,  and  myself,  that  we  never 
issued  any  such  instructions  and  that  we  do  not  intend  that  any  such 
type  of  operation  shall  be  carried  on. 

STATUS    or    EXPENDITURES    AND    OBLIGATIONS 

Mr.  Keefe.  How  much  have  you  spent  now  of  your  appropriation? 

Mr.  Brannan.  We  have  spent  approximately  $225,000. 

Mr.  Keefe.  How  much  do  you  expect  to  spend  between  now  and 
the  end  of  the  fiscal  year? 

Mr.  Marchi.  "We  actually  have  obligated  $840,000  to  take  us  to 
the  end  of  the  year. 

Air.  Keefe.  Then  you  will  have  an  unexpended  balance? 

Mr.  Brannan.  We  will  have  an  unexpended  balance.  As  of  today 
we  had  an  unexpended  balance  of  $159,000.  We  expect  to  have 
somewhere  around  June  in  the  neighborhood  of  $100,000.  We  do 
not  know  yet  because  the  program  between  now  and  June  30  might 
require  additional  obligations  to  be  established. 

Mr.  Keefe.  Will  you  make  available  to  the  committee  just  what 
this  program  envisions  so  that  we  may  get  some  idea  as  to  this 
expenditm'e  of  money? 

Have  you  a  program  of  rodent  control? 

Air.  Brannan.  We  have,  sir. 

Air.  Keefe.  That  could  be  Nation-wide  in  character. 

Air.  Brannan.  Yes. 

ESTIMATES  FOR  1949,  AND  EXPENDITURES  DURING  CURRENT  FISCAL  YEAR 

Air.  Keefe.  How  much  money  did  you  ask  the  Bureau  of  the 
Budget  for,  for  it,  in  the  fiscal  vear  1949? 

Air.  Brannan.  $2,500,000. 

Air.  Keefe.  Well,  that  would  be  $250,000  in  excess  of  the  amount 
available  for  expenditm-e  in  the  6  months  of  1949. 

Mr.  Brannan.  It  is  $1,500,000  more. 

Air.  Keefe.  I  am  putting  it  on  a  yearly  expenditure  basis. 

Air.  Brannan.  You  are  correct. 

Air.  Keefe.  You  have  $1,000,000  available  for  expenditure  in  6 
months,  and  if  you  put  it  on  a  12  months'  basis  it  would  be  $2,000,000, 
and  you  are  asking  for  $2,500,000,  so  you  expect  to  expand  the  program 
to  that  extent? 

Mr.  Brannan.  We  understand  that  to  be  the  intention  of  the 
Congress,  sir.  If  it  is  not,  1  assume  that  this  committee  will  tell  us 
when  they  have  the  budget  in  front  of  them. 

Air.  Keefe.  I  think  the  committee  would  be  interested  in  knowing 
exactly  what  the  program  is,  together  with  a  list  of  the  employees. 

Do  you  have  a  statement  to  show  just  what  the  program  envisions 
and  just  what  is  contemplated? 

Air.  Brannan.  Narrative,  do  you  mean,  or  a  financial  statement? 

Air.  Keefe.  Yes. 

Air.  Brannan.  No,  sir;  but  we  will  have  one  prepared.  We  are 
in  the  process  of  preparing  it  in  support  of  our  budgetary  requests, 
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and  if  the  committee  cares  to  hear  it  in  a  short,  brief  narrative  form, 
I  can  give  it  right  now. 

Mr.  Keefe.  I  think  that  we  would  be  glad  to  have  that. 

Mr.  Brannan.  Let  me  do  it  in  these  brief  terms. 

DESCRIPTION  OF  PROGRAM  TO  DATE 

Remember,  sir,  that  this  program,  when  it  reached  the  Depart- 
ment of  Agriculture,  had  gone  through  two  previous  cycles;  it  had 
gone  through  the  high  pressure — and  I  am  not  saying  this  in  any 
critical  terms — the  campaign  conducted  by  Mr.  Luckman;  then  the 
Cabinet  Food  Committee  under  Mr.  Stillwell.  It  came  over  to  the 
Department  of  Agriculture  and  we  took  a  very  careful  look  at  the 
law  which,  as  you  read  a  moment  ago,  makes  it  very  clear  that  what- 
ever is  done  must  be  done  on  a  strictly  voluntary  basis.  Therefore, 
we  started  out  to  devise  some  kind  of  program  which  would  induce 
voluntary  participation,  and  we  divided  the  program  into  three 
parts — the  consumer  activities,  the  on-the-farm  activities,  or  work 
which  the  producers  do,  and  the  industrial  activities. 

We  had  long  been  working  with  many  phases  of  the  farm  activities 
program,  and  so  it  was  not  a  great  task  on  our  part  to  begin  to  imple- 
ment it  in  a  more  aggressive  way,  as  we  understood  the  act  to  con- 
template. We  invited  in  to  consult  with  the  Secretary  a  committee 
of  50  persons  representing  the  major  industries  dealing  with  food  in 
the  United  States.  They  have  met  with  us  on  several  occasions  to 
study  the  program  and  to  make  recommendations,  and  more  impor- 
tant than  anything  else,  to  provide  their  own  cooperation  and 
assistance. 

I  think  if  we  were  called  upon  to  demonstrate  it  as  a  matter  of  fact, 
we  could  show  to  this  committee  that  there  has  probably  been  three 
or  four  times  as  much  m.oney  spent  directly  as  a  result  of  our  activities 
by  the  people  in  industry  who  are  thorouglily  and  aggressively 
cooperating  with  us  than  we  wdl  spend,  or  wdl  ever  midertake  to  spend, 
pm-suant  to  any  appropriation. 

That  committee  of  50  set  up  a  working  committee  of  5  to  sit  with 
us  more  regularly,  who  collected  our  programs,  geared  them  in  with 
their  activities,  and  together  we  have  been  carrying  on  these  programs. 

The  first  type  of  program.s — because  we  were  already  working  on 
them — ^that  the  committee  began  to  approve  were  the  programs 
dealing  with  production  and  conservation  of  food  in  the  process  of 
production  and  storage  on  the  farm.  That  got  us  into  the  rodent 
control  program,  which  is  specifically  called  for  by  the  act,  a  program, 
of  education  and  the  importance  of  taking  the  necessary  steps  to 
prevent  destruction  of  food  by  rodents  and  insects. 

We  did  some  work  on  som.e  posters.  We  did  som.e  of  the  art  type 
of  work  and  made  that  available  to  the  various  advertisers,  the  big 
feed  dealers,  the  grain  dealers,  the  elevator  operators  across  the 
coimtry,  and  they  tlii-ougli  their  trade  journals,  tlu'ough  their  house 
organs  and  through  their  access  to  radio  time  and  radio  programs, 
began  to  put  out  this  information  to  farmers. 

Mr.  WiGGLESwoRTH.  Has  not  information  similar  to  that  gone  out 
for  years? 

Mr.  Brannan.  Yes,  it  has.  It  seemed  to  me  that  our  program 
called  for  an  intensification  of  those  activities,  and  I  want  to  say 
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frankly  to  the  committee  that  this  in  essence  is  the  basis  of  this  phase 
of  our  program. 

Mr.  WiGGLESWORTH.  That  is  what  you  have  been  doing  for  years? 

Mr.  Brannan.  Yes,  certainly.  Yes.  We  do  not  intend  to  represent 
to  anybody  that  we  pulled  out  of  the  air  a  brand-new  formula  for  grain 
conservation  that  no  one  ever  had  before,  but  what  we  tried  to  do  was 
to  augment  and  to  accelerate  the  things  we  thought  would  produce  the 
quickest  results  with  the  least  amount  of  expenditure  of  funds  and 
would  do  it,  not  directly  by  the  expenditure  of  our  own  funds  alone, 
but  by  the  inducement  to  others  to  spend  funds,  because  the  program 
made  good  common  sense. 

1  take  the  liberty  of  stating  to  this  committee  that  I  think  the 
reaction  of  people  in  industry  who  have  observed  the  program  has 
been  that  the  program  makes  good  common  sense  and  that  is  the 
reason  we  have  the  wholehearted  support  of  those  people. 

The  second  type  of  program  recommended  by  the  committee  was  a 
program  relatmg  to  infestation  of  food  in  storage,  not  by  rodents, 
but  by  weevils  and  other  kinds  of  insects,  and  through  the  aid  of  the 
msecticide  industry  considerable  acceleration  of  that  program  was 
effected. 

For  example,  the  industry  does  not  have  enough  supply  of  insecti- 
cides of  various  types  to  put  a  supply  in  every  farm  community  in 
the  United  States  at  the  same  time.  Therefore,  we  organized  a 
program  thi'ough  the  Extension  Ser\'ice  which,  mcidentally,  was  our 
main  arm  and  without  which  the  program  would  have  cost  many 
millions  of  dollars,  and  through  the  use  of  the  Extension  Service  and 
the  industrial  people  we  concentrated  on  specific  areas;  got  the  mate- 
rials mto  the  areas  at  the  same  time  there  was  a  build-up  in  the 
community  of  the  importance  of  the  use  of  those  kinds  of  insecticides, 
and  we  think  that  we  got  results. 

Mr.  WiGGLESWORTH.  You  havc  been  working  in  that  field  for  years, 
have  you  not? 

Mr.  Brannan.  Yes;  but  not  on  an  intensified  program  of  that 
character. 

PUBLICATION    OF    COOKBOOK,    MONEY-SAVING    MAIN    DISHES 

Mr.  Keefe.  I  note  one  of  the  principal  achievements  appears  to 
be  the  publication  of  this  cookbook,  Aloney-Saving  Main  Dishes. 
Is  that  right? 

Mr.  Brannan.  Yes. 

Mr.  Keefe.  And  in  a  letter  that  has  come  to  the  Members  of 
Congress  it  is  stated  that  3,000,000  copies  of  the  book  have  been 
printed  and  that  you  contemplate  an  additional  20,000,000  copies 
estimated  to  cost  $490,000,  and  the  Joint  Committee  on  Printing 
indicates  that  of  the  total  less  than  10  percent  of  the  Senate  allocation 
is  being  used  and  approximately  25  percent  of  the  House  allocation 
has  been  used. 

Mr.  Brannan.  Now,  Mr.  Keefe,  may  I  just  say  we  have  conducted 
that  kind  of  a  campaign.  That  was  the  third  category  to  which  I 
made  reference. 

If  you  would  rather  stop  talking  about  the  farm  program  and  go 
to  the  consumer  program,  I  will  be  glad  to  do  that. 
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Mr.  Keefe.  I  do  not  want  to  take  too  much  time  because  the 
committee  has  another  witness  coming  before  it  very  shortly,  but  I 
wish  you  would  submit  for  the  record,  please,  Mr.  Brannan,  a  com- 
plete statement  as  to  what  has  been  done  and  what  is  contemplated 
being  done  under  this  program. 

Mr.  Brannan.  We  have  one  in  process  in  support  of  a  request  for 
funds. 

Mr.  Keefe.  This  material  went  out  to  newspapers  with  mats  and 
everything  else,  and  letters  are  coming  in  here  now  from  newspaper 
editors  and  publishers  that  are  critical  of  the  situation  and  they  are 
asking  why  we  are  spending  money  for  that  sort  of  thing  and  throwing 
the  copies  into  the  wastebaskets.  I  wish  you  would  give  us  the  benefit 
of  your  experience  as  to  what  this  program  is  actually  doing  toward 
reaching  the  end  that  Congress  apparently  had  in  mind  when  it 
adopted  the  program. 

Mr.  WiGGLEswoRTH.  To  include  an  itemized  statement  of  every- 
thing spent,  and  for  what,  and  everythmg  contemplated  to  be  spent 
forward. 

Mr.  Brannan.  I  certainly  can.  We  will  have  it  available  so  that 
it  can  be  put  in  understandable  form  on  very  short  notice. 

Mr.  Mahon.  Wliat  sort  of  hearing  is  this,  Mr.  Chairman? 

Mr.  Keefe.  All  I  know  is  that  tlie  chairman  asked  us  to  develop 
this  program — the  food  and  feed  conservation  program.  You  will 
remember  this  morning  the  statement  was  made  about  the  allocation 
of  funds  out  of  a  general  appropriation  made  under  Public  Law  84, 
the  $350,000,000  appropriation,  and  some  statement  was  made  that 
there  is  an  unobligated  amount  of  something  over  $200,000,000  in 
that  fund. 

The  budget  officer  of  ECA  so  stated  this  morning,  and  it  now  turns 
out  there  was  allocated,  pursuant  to  the  provisions  of  Public  Law 
395,  $1,000,000  to  the  Department  of  Agriculture  to  set  up  this  food 
and  conservation  program,  and  they  in  turn  submitted  a  proposal  to 
the  Bureau  of  the  Budget  for  the  fiscal  year  1949,  asking  for  $2,500,000 
to  be  allocated  to  them  out  of  ECA  funds,  which  Mr.  Hoffman  turned 
down,  and  it  is  proposed  now  that  subsequently  there  will  be  an  item, 
no  doubt  before  this  committee,  to  carry  on  this  food  and  feed  con- 
servation program  for  the  fiscal  year  1949,  and  this  is  a  program  that 
has  never  been  presented  to  any  committee  of  the  Congress. 

Mr.  Mahon.  I  thought  the  deficiency  subcommittee  adjourned 
until  3.     I  had  no  notice  of  the  meeting.     Who  is  this  witness? 

Mr.  Brannan.  Aly  name  is  Charles  F.  Brannan,  Assistant  Secre- 
tary of  Agriculture,  and  I  happen  to  be  m  charge  of  the  food  and  feed 
conservation  program  by  assignment  of  former  Secretary  Anderson. 

The  Chairman.  We  got  these  people  up  here  mformally  to  find 
out  what  was  gomg  on.  It  is  manifest  it  is  a  breach  of  the  regular 
practice  of  handling  things  and,  frankly,  it  seems  to  me  it  is  in  viola- 
tion of  the  law,  from  what  I  have  heard. 

Mr.  Brannan.  Mr.  Chairman,  I  respectfully  submit  to  you  that  if 
it  is,  it  was  not  so  intended,  and  I  thmk  when  you  see  all  the  facts 

The  Chairman.  I  know  the  stuff  that  you  have  been  sending  out 
has  resulted  in  protest  after  protest  from  the  field;  from  the  news- 
papers. 

Mr.  Brannan.  No,  sir. 
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The  Chairman.  I  am  not  saying  something  I  do  not  know.  I  am 
speaking  the  truth,  and  it  is  getting  to  be  a  mess  to  have  such  things 
going  on. 

Mr.  Brannan.  The  only  thing  I  can  say,  again,  respectfully,  sir, 
is  that  we  must  carefully  draw  a  line  between  what  has  been  done 
under  the  program  when  the  Department  of  Agriculture  took  over, 
and  what  was  being  done  before  that  time. 

The  Chairman.  These  are  current  things  just  being  done. 

Mr.  Brannan.  Yes. 

Mr.  Mahon.  I  may  say,  Mr.  Chairman,  I  loiow  nothing  of  the 
national  impact  of  this  program.  I  have  had  no  protests  myself. 
The  last  letter  I  read  before  I  came  over  to  the  committee  a  moment 
ago  was  from  a  bride  who  had  seen  one  of  these  cookbooks  and  she 
said  it  was  valuable  and  helpfid.     That  is  all  I  know  abo  it  it. 

The  Chairman.  The}^  are  sending  out  mats  every  week  to  a  large 
group  of  newspapers  all  over  the  country  with  a  great  lot  of  stuff 
on  them,  and  it  is  just  an  enormous  program  and  an  enormous  waste. 

Mr.  AIahgn.  Has  the  Secretary  explained  what  these  mats  are? 

Air.  Brannan.  We  can  at  the  appropriate  time. 

Mr.  Mahon.  What  do  they  intend  to  do? 

Mr.  Brannan.  Frankly,  if  we  are  sending  out  mats  in  any  appre- 
ciable amount,  I  will  be  surprised  to  learn  about  it. 

The  Chairman.  We  have  some  of  them. 

Mr.  Brannan.  There  may  be  some  of  them. 

Mr.  Mahon.  I  would  like  to  see  some  of  them. 

Mr.  Brannan.  They  will  be  in  very  small  quantity. 

Mr.  Keefe.  The  mats  contained  a  weekly  description  of  the 
various  foods  and  recipes  suggested  for  each  day  in  the  week  and  are 
that  sort  of  thing. 

Mr.  Mahon.  Do  you  know  how  many  mats  you  are  sending  out? 

Mr.  Brannan.  No,  sir.  I  am  soriy  that  we  were  not  equipped 
for  this  meeting  because  we  received  notice  only  30  minutes  before 
the  time  that  we  walked  into  the  room. 

The  Chairman.  The  request  was  made  of  the  Department  at 
about  12:30. 

Mr.  Brannan.  I  am  sure  that  is  correct,  su-. 

Mr.  Keefe.  You  are  going  to  furnish  the  committee  with  the 
facts? 

Mr.  Brannan.  Shall  we  furnish  the  material  asked  for  by  Mr. 
Keefe,  or  wait  until  you  want  to  see  us  again? 

The  Chairman.  You  may  furnish  it. 

(The  information  requested  is  as  follows:) 

The  Food  and  Feed  Conservation  Prooram 

Inirodurtory  statement 

The  food  and  feed  conservation  programs  of  the  Department  of  .\griculture 
are,  going  forward  in  a  direct  effort  to  accomplish  the  stated  purposes  of  Public 
Law  395  (80th  Cong.).  In  this  joint  resolution,  Congress  outlined  the  pattern  of 
conservation  as  well  as  the  goals  toward  which  the  Department  is  directing  its 
conservation  effort  under  delegation  of  authority  from  the  President. 

Program  approved  by  Joint  Economic  Committee  of  Congress 

The  Department's  campaigns,  moreover,  follow  exactly  the  recommendations 
pertaining  to  food  contained  in  the  report  on  "High  Prices  of  Consumer  Goods" 
which  Senator  Taft  has  submitted  to  Congress  from  the  Joint  Committee  on  the 
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Economic  Report  as  a  means  of  checking  inflation  in  the  coming  year.     The 
specific  recommendations  are,  as  numbered  in  the  report: 

10.  Victory  gardens. — There  should  be  a  revival  of  emphasis  in  victory  gardens 
and  in  the  preserving  of  food  grown  in  them  to  relieve  pressure  in  market  supplies. 

11.  Conservation  of  grain. — The  Department  of  Agriculture  should  continue 
and  intensify  its  efforts  to  promote  the  conservation  and  efficient  feeding  of  grain. 
The  Extension  Service  should  push  vigorously  its  regular  program  of  educating 
farmers  in  more  efficient  production  methods. 

12.  Consumer  activities. — To  mitigate  the  effect  of  high  prices,  the  committee 
feels  consumer  action  and  assistance  are  absolutely  necessary,  including — 

(a)  More  intelligent  consumer  shopping,  use  of  substitute,  cooperation  in 
food-saving  measures. 

(6)  Greater  funds  for  Bureau  of  Human  Nutrition  and  Home  Economics 
to  make  more  consumer  information  and  assistance  available  and  to  promote 
education  on  nutrition,  meal  planning,  food  substitution,  etc. 

(c)  Encouragement  of  farmers'  markets  and  other  marketing  methods 
which  reduce  the  cost  of  distribution,  especially  perishable  food  products. 

Objectives 

The  Food  and  Feed  Conservation  program's  objectives  are  designed  to  comply 
fully  in  carrying  out  the  provisions  of  Public  Law  395,  section  8  (a),  namely: 

"In  order  to  alleviate  shortages  in  foods  and  feeds,  and  to  assist  in  stabilizing 
prices,  the  President  shall  carry  out  a  program  for  the  conservation  of  food  and 
feed.  In  carrying  out  such  i)rogram,  the  President  is  authorized,  through  the 
dissemination  of  information,  educational  and  other  campaigns,  the  furnishing  of 
assistance,  and  such  other  voluntary  and  cooperative  measures  as  he  deems  neces- 
sary or  appropriate,  to  encourage  and  promote  the  efficient  utilization,  care,  and 
preservation  of  food  and  feed,  the  elimination  of  practices  which  waste  food  and 
feed,  the  control  and  eradication  of  insects  and  rodents,  the  consumption  of  less 
of  these  foods  and  feeds  which  are  in  short  supply  and  more  of  those  foods  and 
feeds  which  are  in  abundant  supply,  and  other  practices." 

Authorization  of  funds  for  the  program 

Public  I-aw  395  provided  language  for  financing  the  Food  and  Feed  (conserva- 
tion program  from  December  30,  1947,  to  June  30,  1948,  by  the  following  language, 
"To  enable  the  President  to  carry  out  this  section  for  the  remainder  of  the  fiscal 
year  ending  June  30,  1948,  there  is  hereby  made  availaVjle  not  to  exceed  $1,000,000 
from  any  funds  made  available  by  the  Congress  for  carrying  out  Pul:)lic  I^aw  84 
(80th  Cong.)  or  from  any  fmids  made  available  by  the  Congress  for  interim  aid." 
The  Committee  on  Appropriations  of  the  House  also  include  in  Public  Law  393 
language  authorizing  the  expenditure  of  funds  for  "any  progranjs  approved  by 
the  President  under  existing  laws  to  encourage  conservation  practices  in  this 
country."  A  sum  of  $1,000,000  was  made  available  from  the  funds  appropriated 
(Public  Law  271)  to  cany  out  Public  Law  84  (see  language  above)  for  carrying 
out  the  program  since  the  conservation  program  was  primarily  necessitated  to 
meet  our  foreign  relief  food  needs  and  because  the  fund  w^as  available  through 
June  30,  1948. 

Voluntary  effort 

The  current  activities  of  the  Department  form  a  series  of  drives  in  which  the 
vohnitary  assistance  of  farmers  and  consumers,  as  well  as  many  industries,  plays 
a  major  part.  The  report  from  the  Joint  Committee  stresses  the  necessity  for 
both  extending  and  intensifying  these  efforts  so  as  to  "contribute  to  checking 
further  price  rises  and  aid  in  establishing  greater  price  stability." 

Similar  goals  were  set  up  in  Public  Law  395,  and  the  going  program  is  calculated 
not  only  to  achieve  conservation  in  food  and  feed  but  also  to  put  a  checkrein  on 
prices.  The  various  drives  are  being  guided  by  the  Office  for  Food  and  Feed 
Conservation.  This  is  a  temporary  staff  office  established  to  give  single-minded 
and  forceful  attention  to  the  conservation  of  food  and  feed. 

Department  facilities 

The  Office,  however,  is  making  full  use  of  the  Department's  existing  and  perma- 
nent agencies — both  in  know-how  and  in  education — to  make  conservation 
effective.  Thus,  with  a  relatively  small  staff  of  technicians,  the  Office  is  able  to 
carry  to  farmers,  to  industry,  and  to  the  consumers  conservation  campaigns 
planned  and  conducted  with  the  assistance  of  the  Department's  whole  establish- 
ment. 

In  this  way,  the  Office  has  been  able  to  mobilize  the  finest  technical  skills  in  the 
L^nited  States  on  the  individual  problems  of  the  conservation  of  food  and  feed. 
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This  system  of  administration  has  enabled  the  Department  to  summon  superior 
skills  to  cope  with  first  one  and  then  another  specific  task  in  conservation — 
whether  on  the  farm,  in  any  one  of  many  industries,  in  food  marketing,  or  in  the 
home.  Among  the  Department's  agencies  cooperating  in  the  drives  are  the 
Bureau  of  Human  Nutrition  and  Home  Economics,  Bureau  of  luitomology  and 
Plant  Quarantine,  Bureau  of  Animal  Industry,  Bureau  of  Dairy  Industry,  Bureau 
of  Plant  Industry,  Soils  and  Agricultural  Engineering,  Bureau  of  Agricultural 
Economics,  Soil  Conservation  Service,  Office  of  Information,  and  the  varied 
resources  of  the  Department's  Production  and  Marketing  Administration,  with 
its  many  highly  specialized  branches.  This  roster  serves  to  illustrate  the  variation 
in  the  nature  of  countless  conservation  problems  the  Office  has  been  able  to  treat 
by  drawing  upon  the  vast  reservoir  of  knowledge  and  ability  in  the  Department's 
agencies. 

The  Extension  Service,  as  a  cooperative  Federal-State  educational  agency,  has 
been  the  chief  reliance  of  the  Office  in  enlisting  the  support  of  farmers  in  specific 
conservation  measures.  The  consumer  aspects  of  the  program  likewise  require 
and  are  receiving  the  cooperation  of  Extension  Service  down  through  and  including 
the  State  Extension  Director,  the  county  farm  agent,  and  the  county  home 
demonstration  agent.  Other  agencies  of  Government,  outside  the  Department, 
are  cooperating  in  the  consumer  program. 

Public  Cooperation 

The  Office  likewise  has  the  benefit  of  the  voluntary  support  of  many  important 
segments  of  American  agriculture  and  business.  This  cooperation  has  been  freely 
given,  largely  because  the  drives  the  Department  has  designed  can  be  characterized 
as  positive.  Constructive  lines  of  action  have  been  suggested,  and  they  have 
received  in  consequence  the  support  of  consumers  and  farmers  as  well  as  the 
cooperating  industries.  While  the  activities  of  the  Office  are  not  wholly  free  from 
criticism,  the  actual  degree  of  cooperation  has  reached  a  high-water  mark  with 
numerous  industry  and  business  organizations  read}'  and  willing  to  spend  time  and 
money  to  aid  in  accomplishing  specific  conservation  goals. 

In  many  cases,  the  cooperating  industries  are  already  at  work,  while  others  are 
awaiting  the  progress  of  carefully  controlled  tests  as  in  the  pilot  program  on  plenti- 
ful foods  in  Pennsylvania.  Here  the  Department  has  undertaken  to  direct  con- 
sumers to  the  purchase  of  plentiful  foods  as  a  means  of:  (1)  Saving  money  for 
consumers,  (2)  aiding  the  food  distributors  in  safeguarding  themselves  against 
spoilage,  (3)  supporting  farm  prices  of  abundant  foods,  and  (4)  preventing  waste 
of  food  during  periods  of  seasonal  flush  production.  If  the  pilot  operation  proves 
successful.  Nation-wide  application  could  help  to  reduce  the  amount  the  Govern- 
ment might  otherwise  have  to  spend  to  support  the  price  of  commodities  such  as 
potatoes. 

The  positive  character  of  the  program,  which  accounts  for  the  notable  coopera- 
tion, was  carefullj'  planned  to  fit  current  conditions.  Thus  the  program  has 
deliberately  avoided  the  approach  wherein  farmers,  businessmen,  and  consumers 
are  told  not  to  do  this  or  that.  Instead,  the  program  has  been  formulated  to  guide 
these  same  groups  toward  activities  and  actions  which  would  contribute  to  slowing 
down  inflation  and  to  conserving  food  as  well  as  help  them  solve  their  own  ])r()b- 
lems  arising  from  intlation.  In  making  this  approacli,  the  Office  has  often  lurned 
to  agricultiu-c,  industry,  retail  business,  and  consumers  for  advice  to  augment  the 
technical  ability  available  in  the  Department.  The  combination  of  able  counsel 
from  government  and  from  private  citizens  in  many  fields  has  molded  drives  that 
are  practical  in  operation  and  likely  to  yield  results,  although  the  De{)artm'Mit  and 
its  conservation  advisers  freely  recognize  that  the  j^rogram  as  a  whole  caiuiot  be 
exjjected  to  be  wholly  corrective  b\-  itself  in  retarding  inflation.  Nevertheless, 
positive  results  are  being  achieved. 

Targets 

The  declaration  of  purposes  as  well  as  the  specific  functions  set  forth  in  Public 
I-aw  395  make  the  Department  responsible  as  the  delegated  agency  to  take  ag- 
gressive steps  to  achieve  the  desired  results  of  conserving  scarce  foods  and  fostering 
counter-inflationary  trends  in  food  prices.  They  can  and  will  Ijc  achieved,  within 
the  framework  of  a  successful  program,  without  creating  food  and  marketing 
practices  adverse  to  such  large  segments  of  our  economy  as  the  livestock,  dairy, 
poultry,  and  milling  industries. 

The  specific  programs  which  are  designed  to  fulfill  the  legislative  mandate 
from  Congress  are  described  in  detail  in  the  text  of  this  report.  The  Office  has 
been  divided  for  convenient  administration  into  three  operating  units:  Farm 
activities  division,  industry  activities  division,  and  consumer  activities  division. 
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Separate  project  statements  for  each  of  these  divisions  are  contained  in  this 
report  and  in  them  are  to  be  found  explicit  and  detailed  accounts  of  the  conserva- 
tion drives  the  Office  has  undertaken  to  attain  the  purposes  determined  by  Con- 
gress to  be  public  policy. 

Legislative  authority  and  organization 

In  accordance  with  the  joint  resolution  of  Congress  Public  Law  395,  Eightieth 
Congress,  approvedlDecember  30,  1947,  the  President  of  United  States  by  Executive 
Order  9919,  paragraph  6,  directed  the  Secretary  of  Agriculture  to  carry  out  a  pro- 
gram for  the  conservation  of  food  and  feed  and  for  that  purpose  to  exercise  the 
authority  conferred  upon  the  President  by  section  8  of  the  joint  resolution. 
Accordingly,  there  was  established  on  January  27,  1948,  within  the  Department  of 
Agriculture  an  Office  for  Food  and  Feed  Conservation  to  carry  out  the  mandate 
of  Congress.  Prior  to  January  27,  1948,  the  Cabinet  Food  Committee,  headed 
by  the  Secretaries  of  Agriculture,  Commerce  and  State  as  an  interim  committee, 
carried  on  a  food-conservation  program  under  designated  authority  of  the  Presi- 
dent, with  the  Department  primarily  responsible  for  food  and  feed  conservation 
in  Agriculture  and  Industr}^  Upon  the  establishment  of  the  Office  for  Food  and 
Feed  Conservation,  the  Department  also  became  responsible  for  the  develop- 
ment of  a  consumers'  program  effectuating  section  8  of  the  joint  resolution. 
Certain  personnel  who  weie  engaged  in  carrying  out  the  food  conservation  work 
under  the  Cabinet  Food  Committee  were  transferred  to  the  Department  of  Agri- 
culture and  became  a  part  of  the  Office  for  Food  and  Feed  Conservation.  A  list 
of  our  present  personnel  is  attached  (exhibit  I),  reflecting  the  name,  title,  grade 
and  salary  of  each  employee,  together  with  a  brief  biographical  background  sketch 
of  employees  in  grades  CAF-11  and  above. 

Source  of  funds 

Section  8  (b)  of  Public  Law  395  authorizes  to  be  appropriated  the  sum  not  to 
exceed  $1,000,000  from  any  funds  made  available  by  the  Congress  for  carrying 
out  Public  Law  84,  Eightieth  Congress,  or  from  any  funds  made  available  by 
the  Congress  for  interim  foreign  aid.  Accordingly,  the  Secretary  of  State  allocated 
pursuant  to  the  President's  letter  of  January  3,  1948,  the  sum  of  $1,000,000  to  the 
Department  of  Agriculture  from  funds  appropriated  by  Public  Law  271,  Eightieth 
Congress,  approved  July  30,  1947,  for  this  purpose.  Of  this  sum  $160,000  has 
been  made  available  to  the  Department  of  Interior,  per  exchange  of  letters 
between  the  Secretaries  of  Interior  and  Agriculture,  for  the  purpose  of  carrying 
out  an  aggressive  campaign  of  rodent  control  in  urban  areas,  as  well  as  defraying 
the  cost  of  the  Department  of  Interior's  cooperation  with  the  Department  of 
Agriculture's  Extension  Service  in  a  companion  program  to  control  rodents  in 
rural  area. 

Status  of  funds 

A  statement  of  the  Status  of  Funds  as  of  May  20,  1948,  is  as  follows: 


Project 

Allot- 
ment 

Obliga- 
tions 

Expend- 
itures 

Unobli- 
gated al- 
lotment 
balance 

Unliqui- 
dated 
obligated 
balance 

Consumers  activities .      ._     .  _ 

$539,  347 

237,  252 

63,401 

160, 000 

$445, 159 

192, 096 

43,  467 

160,  000 

-  $38,  612 

20, 019 

6.572 

160,  000 

$94, 188 
45, 156 
19,  934 

$406,  547 

Farm  activities... . 

172, 077 

Industrv  activities 

36, 895 

Rodent  control — Interior 

Total : 

1, 000,  000 

840,  722 

225,  203 

159,  278 

615,  519 

Manner  of  carrying  out  the  program 

The  Office  for  Food  and  Feed  Conservation  is  at  the  present  time  carrying 
forward  a  program  aimed  at  protecting,  extending,  and  enlarging  our  supply  of 
food  and  feed  on  a  threefold  basis  which  encompasses  farmers,  industry,  and  con- 
sumers. Numerous  activities  dealing  with  conservation  on  the  farm,  among 
consumers,  and  by  industry  have  been  developed  to  a  high  degree  and  these 
efforts  are  being  continued  as  well  as  intensified.  The  specific  activities  devel- 
oped to  fulfill  the  congressional  mandate  are  designed  to  achieve  the  declaration 
of  the  purposes  set  forth  in  the  joint  resolution.  The  declaration  spells  out  three 
objectives:  (1)  "to  aid  in  stabilizing  the  economy  of  the  United  States,"  (2)  "to 
promote  the  orderly  and  equitable  distribution  of  goods  and  facilities,"  (3)  "to 
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aid  in  preventing  maldistribution  of  goods  and  facilities.  *  *  *"  The  cooper- 
ation of  industry,  farmers,  and  consumers  has  been  essential  to  the  progress  of 
the  program,  and  the  activities  have  been  so  developed  that  voluntary  coopera- 
tion of  many  large  segments  of  our  economy  and  large  numbers  of  farmers  and 
consumers  has  been  assured.  This  emphasis  on  voluntary  cooperation  is  a  basic 
character  of  the  activities  in  keeping  with  the  intent  of  Congress  that  only  volun- 
tary methods  should  be  employed  to  gain  the  results  Congress  desired.  The 
scope  of  this  threefold  program,  which  is  being  carried  out  on  a  project  basis  as 
set  forth  later  in  this  report,  is  as  follows: 

1.  Farm  activities  project. — ^Through  the  development  and  promotion  of  farm 
conservation  practices  as  they  relate  to  livestock  and  poultry  flocks,  rodent  con- 
trol, insect  control,  proper  storage,  fire  prevention,  and  other  con,servation  meth- 
ods applicable  to  farms,  to  encourage  farmers'  cooperation  on  a  basis  of  Nation- 
wide campaigns  in  program  objectives;  and  to  assist  representatives  of  industry, 
livestock  associations,  farm  organizations,  and  similar  groups  in  working  with 
farmers  in  the  development  and  coordination  of  food  and  feed  conservation 
programs. 

2.  Consumers  activities  project. — Through  the  development  and  coordination  of 
a  comprehensive  program  for  the  promotion  of  food-conservation  practices  as 
they  relate  to  the  consumption  of  food  in  the  home  and  public  eating  places. 

3.  Industry  activities  project. — Through  the  development  and  coordination  of  a 
comprehensive  program  relating  to  the  use  of  grain  and  other  foods  by  distillers, 
brewers,  millers,  wet  and  dry  processors,  bakers,  industrial  grain  users,  and  other 
food  and  feed  manufacturers  and  handlers. 

Accomplishments  of  the  program  to  date 

There  is  presented  by  project  an  outline  of  accomplishments  to  date  of  the  food 
and  feed  conservation  program. 

FARM  ACTIVITIES  PROJECT 

The  need  for  maximum  efficiency  in  farming  practices  is  especially  urgent  today 
because  of  the  heavy  demands  upon  agriculture,  and  the  Farm  Activities  Division 
of  the  Office  for  Food  and  Feed  Conservation  is  engaged  in  an  intensive  program 
to  gain  the  objective  through  its  conservation  campaign.  The  need  is  pointed  to 
by  our  increasing  population,  our  higher  standards  of  living,  our  desire  to  aid  the 
postwar  recovery  of  people  overseas,  and  the  necessity  for  keeping  our  economy 
stabilized.  Moreover,  the  Joint  Committee  on  the  Economic  Report,  in  recog- 
nition of  such  need,  specifically  has  asked  the  Department  of  Agriculture  to 
"continue  and  intensify  its  efforts  to  promote  the  conservation  and  efficient  feeding 
of  grain,"  as  well  as  that  the  Extension  Service  "push  vigorously  its  regular  pro- 
gram of  educating  farnaers  in  more  efficient  production  methods." 

With  similar  goals  in  mind,  the  Eightieth  Congress,  in  section  8  of  Public  Law 
395,  has  asked  that  an  intensified  effort  be  made  to  increase  further  the  efficiency 
of  certain  key  farming  practices  in  order  to  alleviate  shortages  of  food  and  feed, 
and  to  assist  in  stabilizing  prices.  The  legislation  asked  specifically  for  encourage- 
ment of  and  promotion  of  efficient  utilization,  care,  and  preservation  of  food  and 
feed,  the  elimination  of  practices  which  waste  food  and  feed,  the  control  and 
eradication  of  insects  and  rodents,  the  consumption  of  less  of  those  foods  and  feeds 
which  are  in  short  supply,  the  consumption  of  more  of  those  foods  and  feeds  which 
are  in  abundant  supply,  and  other  conservation  practices. 

Such  practices,  aimed  squarely  at  the  conservation  of  food  and  feed,  are  being 
encouraged  and  promoted  by  the  Department  of  Agriculture  as  directed  by  the 
act. 

The  effort  is  meeting  with  a  gratifying  response.  Federal,  State,  and  local 
governmental  agencies  are  cooi)erating  wholeheartedly.  Both  farm  and  business 
organizations  are  sohdly  behind  the  effort  and  are  giving  invaluable  assistance. 
Farmers  themselves  are  responding  earnestly  to  the  campaign  appeals. 

Today's  food  and  feed  conservation  program  represents  a  continuation  of  and 
an  intensification  of  the  farm  grain  conservation  program  that  was  initiated  by 
the  Department  in  the  fall  of  1947.  Although  it  is  difficult  to  compute  the  net 
gains  of  such  programs  after  only  a  few  months  of  operation,  there  is  every  reason 
to  believe  that  the  effort  definitely  is  helping  to  make  the  Nation's  grain-supply 
situation  more  favorable.  Trained  observers  outside  the  Department  credit  the 
program  with  a  large  measure  of  success. 

It  is  significant,  for  example,  that  our  overseas  shipments  of  grain  during  the 
fiscal  year  ending  June  30,  1948,  will  now  reach  a  total  of  577,000,000  bushels. 
This  is  a  new  record  in  grain  exports,  and  even  exceeds  by  7,000,000  bushels  what 
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the  United  States  had  hoped  last  fall  would  be  available  to  meet  food  needs 
abroad  under  the  most  favorable  conditions. 

Mr.  Clinton  P.  Anderson,  before  retiring  from  office  as  Secretary  of  Agricul- 
ture, in  a  letter  of  appreciation  to  the  presidents  of  land-grant  colleges,  made 
this  statement: 

"You  and  the  other  agricultural  leaders  of  your  State  are  doing  an  outstanding 
job  of  conserving  short  feed  grain  supplies  by  making  farmers  conservation  con- 
scious. Your  efforts,  though  difficult  to  enter  on  a  balance  sheet,  are  evident  in 
better  farming  and  greater  national  security." 

Mr.  M.  L.  Wilson,  the  Department's  Director  of  Extension  Work,  recently 
sent  this  word  of  appreciation  to  the  State  extension  directors: 

"I  personally  am  convinced  that  the  emphasis  given  this  past  winter  and 
spring  to  good  farming  practices,  such  as  winter  pastures,  good  feeding  methods 
like  the  use  of  grain-saving  rations,  and  the  prevention  of  grain  waste  through 
rodent-  and  insect-extermination  programs  has  been  a  practical  contribution. 
The  State  extension  services  have  been  in  the  forefront  of  teaching  such  practices, 
having  begun  early  last  fall  to  promote  grain  saving  and  having  kept  everlastingly 
at  it  during  the  winter  and  spring  months." 

The  major  farm  projects  now  being  carried  out  by  the  Office  for  Food  and 
Feed  Conservation,  with  the  cooperation  of  numerous  Federal,  State,  and  local 
agencies,  as  well  as  innumerable  farm  and  business  groups,  are  outlined  as  follows: 

Rodent  control 

Biologists  of  the  Fish  and  Wildlife  Service,  United  States  Department  of 
Interior,  who  are  the  Nation's  leading  experts  in  rat  control,  have  estimated 
that  rats  eat  or  damage  as  much  as  200,000,000  bushels  of  grain  annually  in  the 
United  States,  to  say  nothing  of  their  other  forms  of  destruction.  Therefore,  a 
farm  rat-control  campaign,  undertaken  last  fall  by  the  Department,  has  been 
going  forward  vigorously  since  that  time.  Complete  technical  instructions  on 
best  methods  of  rat  control,  including  information  on  newly  developed  and  very 
deadly  poisons,  have  been  put  in  the  hands  of  county  agricultural  agents.  Pro- 
motional materials,  including  leaflets  and  posters,  have  been  widely  circulated. 
Thousands  of  rural  communities  have  conducted  rat-killing  campaigns,  generally 
with  excellent  reports  of  success. 

Rat  control,  however,  must  be  a  continuing  thing  in  order  to  be  successful.  A 
highly  strategic  time  for  farm  rat  control  is  in  the  fall  when  rats  are  coming  in  to 
farmsteads  to  seek  shelter  against  the  coming  winter.  Aided  by  the  publicity 
build-up  to  date,  the  rat-control  program,  if  continued,  holds  promise  of  making 
an  outstanding  contribution  this  fall. 

Stored-grain  insects 

Much  waste  and  much  unrealized  farm  production  can  be  laid  directly  to  insects, 
especially  in  the  Southwest.  The  Department's  Bureau  of  Entomologj^  and 
Plant  Quarantine  estimates  that  insects  cause  an  annual  loss  of  approximately 
2,000,000,000  dollars  to  the  Nation's  agriculture,  at  today's  prices. 

Insects  living  in  farm  grain  bins  eat  or  destroy  5  percent  or  more  of  the  Nation's 
stored  grains  and  cereal  products  each  year.  The  Department,  aided  by  the 
State  agricultural  agencies  and  by  cooperating  industry  organizations,  is  conduct- 
ing a  widespread  campaign  against  these  insects.  Farmers  are  being  urged  now 
to  "house-clean"  their  bins  thoroughly  and  spray,  the  bins  with  DDT  before 
storing  newly  harvested  grains  and  to  use  other  preventive  and  control  measures, 
including  fumigation.  Literature  giving  complete  details  on  such  sanitation 
and  fumigation  measures  has  been  distributed  widely.  Thousands  of  copies  of  a 
poster  calling  attention  to  the  problem  and  describing  what  should  be  done  are 
being  displayed  in  farming  areas.  Press  releases,  radio  announcements,  and 
photo  stories  are  being  used  in  calling  attention  to  the  problem. 

European  corn  borer 

As  a  pest  that  came  to  this  country  from  overseas,  the  European  corn  borer  is 
constantly'  spreading  to  new  corn  lands,  and  is  now  found  in  28  Midwestern, 
Eastern,  and  border  States.  It  is  doing  its  worst  damage  in  the  heart  of  the 
Corn  Belt.  In  1947,  it  caused  damage  to  the  Kation's  corn  crop  estimated  at 
nearly  97,000,000  dollars.  Federal  and  State  entomologists  are  cooperating 
closely  in  an  effort  to  get  this  destructive  pest  under  control.  The  Office  for 
Food  and  Feed  Conservation  is  assisting  the  effort,  both  by  disseminating  infor- 
mational and  promotional  materials  on  control  of  the  European  corn  borer  and 
by  giving  financial  assistance.      (In  the  latter  instance,  the  Office  for  Food  and 
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Feod  Conservation  is  making  $24,000  available  to  the  Bureau  of  Entomology 
and  Plant  Quarantine,  thereby  enabling  the  Bureau  to  assist  the  four  severely 
infested  States  of  Minnesota,  Illinois,  Iowa,  and  Wisconsin  by  making  additional 
scientific  personnel  available  in  those  States  during  the  height  of  the  corn-borer 
attack.  This  personnel,  acting  under  State  direction,  will  help  advise  farmers 
as  to  the  best  methods  of  corn-borer  control  and  as  to  the  strategic  time  for 
applying  insecticides.) 

Cotton  pests 

Insects  in  cotton  fields,  such  as  the  V)oll  weevil,  are  not  generally  regarded  as 
pests  that  influence  food  and  feed  production.  Yet,  the  losses  in  cottonseed  oil, 
cottonseed  meal,  coltonseed  hulls,  and  other  food  and  feed  products  as  a  result 
of  insects  attacking  the  cotton  plant  are  tremendovis  each  year.  Our  entomolo- 
gists estimate  that  the  cottonseed  oil  lost  to  insects  in  194fi,  a  bad  boll-weevil 
jj-ear,  would  have  provided  total  minimum  edible-fat  requirements  for  8,000,000 
persons.  Lost  cottonseed  hulls  were  the  equivalent  of  200,000  bushesl  of  corn. 
The  Office  for  Food  and  Feed  Conservation  is  cooperating  with  the  Bureau  of 
Entomology  and  Plant  Quarantine,  and  the  State  agricultural  agencies,  in  en- 
couraginga  high  degree  of  control  of  those  insects  that  prey  upon  this  year's 
cotton  crop. 

Grasshoppers 

Grasshoppers  are  an  annual  menace  to  the  Western  Plains  and  Mountain 
States.  Over  the  last  20  years,  their  damage  to  the  Nation's  food  and  feed 
crops  have  averaged  32,000,000  dollars  a  year.  In  addition,  grasshopper  damage 
to  range  and  pasture  in  some  years  has  resulted  in  additional  losses  through 
forced  sale  of  breeding  stock  and  unfinished  meat  animals.  Furthermore,  grass- 
hopper damage  to  vegetation  opens  the  way  to  soil  erosion.  The  Office  for  Food 
and  Feed  Conservation,  in  cooperation  with  the  Bureau  of  Entomology  and 
Plant  Quarantine,  in  preparation  for  meeting  outbreaks  of  grasshoppers  this  year, 
has  made  wide  distribution  of  scientific-control  information  aiid  is  encouraging 
organized  community  and  county  action  to  meet  the  menace. 

Garden  insects 

Insects  attacking  home  gardens  and  commercial  truck  crops  take  comparably 
large  tolls,  all  over  the  Nation.  Operators  of  commercial  truck  farms,  by  neces- 
sity, are  usually  conversant  with  good  methods  of  controlling  plant  insects. 
Home  gardeners,  however,  often  are  poorly  equipped  by  knowledge  and  experience 
to  cope  with  such  invaders,  and  the  losses  frona  plant  insects  in  home  gardens 
mount  to  a  staggering  total.  The  Office  for  Food  and  Feed  Conservation,  again 
in  cooperation  with  the  Bureau  of  Elntomology  and  Plant  Quarantine,  is  making 
wide  distribution  of  a  leaflet  that  contains  simple  instructions  on  insect  control 
for  home  gardeners.  The  same  information  is  being  disseminated  through  press 
and  radio. 

In  the  home 

The  so-called  pantry-pest  insects  are  quietly  at  work  in  the  cupboards  of  many 
homes  in  the  United  States,  infesting  cereal  foods  and  causing  good  housewives 
to  throw  away  many  thousands  of  dollars  of  weevily  meal,  breakfast  foods,  etc., 
each  year.  Many  housewives  have  come  to  accept  tlie  occasional  presence  of 
weevil  and  other  cereal  insects  as  being  inevitable.  Wide  publicity  is  now  being 
given,  however,  to  a  simple  program  whereby  housewives  can  control  such  insects 
and  thereby  prevent  the  waste  of  cereal  foods. 

Livestock  pests 

Insect  pests  affecting  livestock  do  tremendous  damage.  Entomologists  estimate 
that  livestock  pests  cost  the  Nation  an  annual  loss  of  half  a  billion  dollars,  at 
today's  prices.  Farmers  everywhere  bear  the  brunt  of  this  in  wasted  feed,  re- 
duced meat  and  milk  production,  and  damaged  hides.  New  and  highly  effective 
insecticides  and  equipment  for  applying  insecticides  are  available,  however,  and 
farmers  and  ranchers  are  in  a  position  to  get  many  dollars  of  return  for  every 
cent  expended  in  controlling  such  insects.  The  Office  for  Food  and  Feed  Con- 
servation, in  cooperation  with  the  Bureau  of  Entomology  and  I'lant  Quarantine, 
and  aided  by  interested  industry  organizations,  is  making  wide  distribution  of 
simple  instructions  for  controlling  insects  that  affect  livestock.  Attention  is 
being  called  to  the  need  for  controlling  such  insects  through  promotional  materials, 
including  posters,  photographic  releases,  press  releases,  and  radio  announcements. 
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Parasite  control 

Of  all  pests  found  on  the  farm,  the  internal  parasites  generally  are  regarded  as 
the  most  insidious.  They  are  the  intestinal  worms  and  similar  parasites  that  can 
live  within  the  bodies  of  livestock  and  poultry.  They  sap  energy  and  steal  from 
the  nutritives  needed  by  the  animal  for  its  proper  growth  and  development,  and 
waste  the  feed  that  is  fed  to  the  infested  animals.  The  Department's  livestock 
specialists  estimate  that  internal  parasites  are  responsible  for  an  annual  loss  to  the 
Nation  of  $125,000,000  through  lost  meat,  milk,  eggs,  and  related  products,  as 
well  as  the  cost  of  control.  Wide  distribution  is  being  made  of  simple  methods 
which  will  enable  farmers  to  have  better  control  of  these  parasites. 

Fungus  control 

Seed  grain,  no  matter  how  clean  its  appearance,  may  be  infested  with  various 
types  of  fungi,  including  those  that  cause  plant  disease,  or  others  that  rot  the  seed 
or  kill  the  seedling.  Annual  seed  treatment  is  good  insurance  for  stands  of  small 
grains,  corn,  sorghum,  and  rice,  and  helps  to  put  cleaner  crops  in  storage.  An 
ounce  of  fungicide  may  pay  out  in  hundreds  of  pounds  of  grain.  The  Department 
has  made  widespread  distribution  of  simple  instructions  for  treating  seed,  and  is 
encouraging  farmers  to  make  sure  that  all  seed  is  treated  before  being  placed  in 
the  ground. 

Weed  control 

Farmers  are  highly  interested  in  the  new  chemical  methods  of  controlling  weeds 
and  with  good  reason  since  such  chemicals,  especially  2,4-D,  are  showing  valuable 
potentialities.  Through  application  of  2,4-D,  spring  wheat  yields  have  been  in- 
creased as  much  as  2.5  bushels  per  acre,  and  corn  yields  have  been  increased  by  11 
to  49  percent.  Large  acreages  of  corn,  grown  up  to  weeds  during  long  periods  of 
wet  weather,  have  been  saved  with  2,4-D,  and  have  produced  average  yields  of  60 
bushels  to  the  acre.  Weed-control  chemicals  can  be  valuable,  l)ut  if  not  used  prop- 
erly can  also  be  very  damaging  to  certain  crops.  The  Office  for  Food  and  Feed 
Conservation,  in  cooperation  with  the  Bureau  of  Plant  Industry,  Soils  and  Agri- 
cultural Engineering,  is  making  widespread  distribution  of  instructions  for  the 
l^roper  use  of  2,4-D,  in  weeding  small  grains  and  corn. 

Better  feeding 

Approximately  three-fourths  of  the  N^ation's  grain  production  never  leaves  the 
farm,  where  it  is  used  for  the  greater  part  in  livestock  feeding.  Adoption  of  econ- 
omical grain  feeding  practices,  therefore,  adds  up  rapidly  in  terms  of  grain  con- 
servation. Many  years  of  research  by  the  Department's  Bvu'eau  of  Dairy  In- 
dustry and  Bureau  of  Animal  Industry,  as  well  as  the  findings  of  the  various  State 
research  and  experiment  stations,  have  been  combined  to  back  up  a  program  of 
economical  use  of  grain  on  farms.  Balanced  feeding  rations,  better  pastures,  and 
more  and  better  roughage  are  being  promoted  across  the  Nation.  Leaflets,  post- 
ers, press  releases,  and  the  radio  are  l>eing  used  in  the  efl'ort  to  get  greater  efficiency 
in  the  feeding  of  dairy  cows,  beef  animals,  hogs,  sheep,  and  poultry  as  well  as  to 
bring  animals  to  market  at  efficient  selling  weights  and  finishes  at  current  price- 
feed  ratios. 

Better  culling 

Farmers  are  being  encouraged  at  e\ery  turn  to  get. rid  of  poor  and  unprofitable 
livestock  and  poultrj',  and  to  keep  only  vigorous  and  healthy  herds  and  flocks, 
as  a  good  lousiness  and  grain-conserving  measure,  and  as  a  foundation  for  the 
expected  expansion  of  livestock  production  when  grain  supplies  permit. 

Better  haiuiling 

The  National  Livestock  Loss  Prevention  Board,  in  cooperation  with  the  meat 
industry,  has  found  that  careless  handling  of  livestock — sometimes  on  the  farm, 
sometimes  on  the  way  to  market,  sometimes  at  the  slaughtering  plant — results 
in  millions  of  dollars  in  lost  meat  as  a  result  of  bruises  and  othr  injuries.  Support 
is  being  given  to  decreasing  these  lo.sses.  Much  more  should  be  done,  however, 
to  encourage  better  handling  of  livestock. 

Other  projects 

In  addition  to  the  projects  outlined  at)0\e,  others  are  going  forward  which 
combine  several  elements  in  their  programs.  Outstanding  interest  has  been 
shown  in  the  project  entitled  "Save  Grain  by  Cutting  Pig  Losses."  This  project, 
developed  cooperatively  by  Department  specialists  and  representatives  of  agri- 
cultural industry,  presents  an  answer  to  the  high  mortality  of  growing  pigs — 
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computed  at  approximately  40  percent.  Well  over  half  a  million  copies  of  a 
circular  have  been  distributed  among  farmers,  outlining  a  simple  program  whereby 
such  heavy  losses  can  be  reduced.  At  the  same  time,  a  poster  is  being  distributed 
widely  to  call  attention  to  the  fact  that  "4  Out  of  10  Pigs  Never  Grow  Up,"  and 
it  urges  all  hog  growers  to  see  their  county  agricultural  agents  for  details  no 
reducing  such  losses.  A  similar  program,  tentatively  labeled  ''Save  Grain  by 
Cutting  Poultry  Losses,"  is  now  being  prepared  to  aid  the  poultry  industry  where 
mortality  of  chicks  and  laying  hens,  combined,  is  nearly  as  great  as  pig  mortality. 

Future  projects 

Each  of  the  projects  outlined  should  be  carried  forward  as  part  of  t  lu;  fcjod-  and 
feed-conservation  program,  if  the  program  is  continued  through  the  1949  fiscal 
year.  Indicative  of  the  potentials  of  one  part  of  the  program  alone  is  this  state- 
ment by  Dr.  N.  E.  Van  Stone,  vice  president  and  research  director  of  the  Sherwin- 
Williams  Co.: 

"The  United  States  annually  loses  more  dollars  in  food  destroyed  by  weeds, 
rats,  and  insects  than  the  contemplated  first  year  cost  of  the  Marshall  plan." 

Leading  entomologists  of  27  nations,  at  a  conference  of  the  Food  and  Agriculture 
Organization  of  the  United  Nations,  have  said  that  rats,  insects,  and  fungi  con- 
sume or  ruin  an  amount  of  food  each  year  equal  to  the  amount  moving  in  world 
trade,  or  enough  to  keep  150,000,000  persons  alive  for  a  year.  Our  Nation's 
control  of  pests  is  vastly  superior  to  that  of  many  other  countries,  but  the  challenge 
is  present,  nevertheless. 

The  Doane  Agricultural  Service,  an  independent  agricultural  research  organiza- 
tion, in  collaborating  with  the  American  Meat  Institute,  has  made  the  point  that 
feed  shortages  in  the  United  States  could  be  fully  overcome  through  efficiencj^  in 
the  feeding  and  care  of  livestock  and  ])oultry,  and  the  elimination  of  waste. 

By  way  of  additional  opportunities  to  conserve  food  and  feed,  the  American 
Corn  Millers'  Federation,  a  cooperating  organization  in  the  food  and  feed  con- 
servation program,  has  pointed  out  that  tests  have  shown  that  even  such  details 
as  gleaning  cornfields  after  mechanical  pickers  have  gone  through  will  yield  as 
much  as  10  additional  bushels  per  acre — an  idea  worthy  of  encouraging  before 
corn-harvesting  time  this  fall. 

Whatever  the  program  undertaken  to  achieve  food  and  feed  conservation  during 
the  1949  fiscal  year,  the  Department  is  prepared  to  utilize  all  the  modern  methods 
of  communication — including  press,  radio,  posters,  movies,  exhibits,  and  leaflets. 
Use  of  the  radio,  in  particular,  would  be  expanded  in  a  program  for  1949,  since  the 
Department  is  highly  cognizant  of  the  value  of  this  medium  in  getting  information 
to  farmers. 

Summary 

Many  of  the  projects  listed  are  simply  extensions  of  the  customary  type  of 
activity  of  the  Department.  In  today's  approach,  however,  they  have  been  put 
into  the  faster-moving  bracket  of  a  determined  campaign  effort  aimed  squarely  at 
the  objective  of  gaining  greater  conservation  of  food  and  feed.  The  cooperation 
from  Government  agencies,  industry,  and  farmers  has  been  outstanding.  We  are 
confident  that  such  cooperation  will  continue  without  reservation  if  this  program 
is  carried  forward. 

INDUSTRY    ACTIVITIES    PROJECT 

Conservation  of  food  and  feed  in  industry  has  been  develoix>d  by  the  Industry 
Activities  Division  through  several  approaches:  (1)  by  encouraging  and  assisting 
industry,  particularly  the  food  industry,  to  participate  in  measures  wiiich  help 
consum.ers  ])ractice  conservation  in  their  use  of  food;  (2)  by  seeking  out  specific 
measures  which  will  tend  to  eliminate  the  waste  of  food  and  feed;  and  (3)  by 
efforts  to  enlist  industry  support  in  reducing  the  nonessential  and  less  essential 
uses  of  grain. 

The  Division  has  been  primarily  responsible  for  enlisting  the  participation  of 
various  food  industries  in  the  consumer  food  conservation  program.  These 
industries  include  national  retail  grocery  stores,  restaurants,  and  other  private 
trade  outlets  dealing  with  consumers.  In  addition,  cooperation  has  been  secured 
from,  the  distributing  industries  which  handle  the  m.arketing  of  virtually  all  food 
products,  both  fresh  and  processed. 

Plentiful  foods 

At  the  present,  the  Office  for  Food  and  Feed  Conservation  is  conducting  a 
test  of  its  new  plentiful-food  program,  in  York  and  Lancaster  Counties,  Pa. 
This  test  involves  nearly  1,500  retail  food  stores  serving  about  500,000  consumers. 
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The  Industry  Division  has  the  major  responsibility  for  bringing  about  this  type 
of  cooperation  of  the  food  industry  with  the  Office  for  Food  and  Feed  Conserva- 
tion. It  calls  for  lending  direct  assistance  in  the  planning  and  administering  of 
the  program,  with  the  national  leaders  of  the  food  trade,  and  with  the  local  stores, 
press  and  radio,  and  civic  and  service  groups.  In  organizing  the  York  and  Lan- 
caster campaign,  consultations  with  national  food  organizations  and  consumer 
groups  preceded  the  discussions  with  similar  food  groups  in  Philadelphia  and  in 
both  York  and  Lancaster  that  led  to  the  establishment  of  the  i^rogram.  In  all 
these  discussions,  the  food  industry  expressed  a  keen  interest  in  seeing  the  pro- 
gram, tested  and  guided  the  office  in  selecting  the  area  for  the  pilot  program..  Local 
food  distributors  have  stated  their  confidence  in  the  success  of  the  campaign 
after  2  weeks  of  trial.  If  the  campaign  proves  as  successful  as  they  believe,  it 
will  be  requisite  for  the  Industry  Division  to  work  with  similar  food  groups,  and 
other  rejiresentative  segments  of  the  community,  in  various  cities,  States,  and 
regions,  to  make  effective  the  cooperation  of  merchants  in  other  communities, 
and  to  assist  them  as  the  program  is  extended.  A  complete  statem.ent  regarding 
this  program  is  presented  as  follows: 

Pilot  program  on  plentiful  foods 

"The  President  is  authorized  *  *  *  to  encourage  and  promote  *  *  * 
the  consumption  of  less  of  these  foods  and  feeds  which  are  in  short  supply,  and 
more  of  those  foods  and  feeds  which  are  in  abundant  supplv  *  *  *"  (sec.  8, 
Public  Law  395,  80th  Cong.). 

This  specific  direction  to  promote  foods  in  plentiful  supply  has  been  deA'eloped 
by  the  Office  for  Food  and  Feed  Conservation  into  a  new  merchandising  program. 
The  program  is  designed  to  attract  more  consumer  attention  to  plentiful  foods, 
and  in  its  operation  it  fits  into  the  pattern  of  the  orderly  marketing  processes  of 
business.  Indeed,  there  is  good  opinion  that  it  will  effectively  strengthen  such 
processes. 

The  program  also  carries  out  the  public  policy  stated  by  the  Joint  Committee 
on  the  Economic  Report.  With  reference  to  the  High  Prices  of  Consumer  Goods, 
this  committee  has  reported  that  consumer  action  and  assistance  are  absolutely 
necessary  to  mitigate  the  effect  of  high  prices  by  "(a)  More  intelligent  consumer 
shopping,  use  of  substitutes,  cooperation  in  food-saving  m.easures"  and  "(6) 
Encouragement  of  farmers'  markets  and  other  marketing  methods  which  reduce 
the  cost  of  distribution,  especially  perishaVjle  food  products." 

To  enlist  the  cooperation  of  consumers  in  specific  food  conservation  measures, 
the  Office  for  Food  and  Feed  Conservation  first  discussed,  with  representatives 
of  a  half  dozen  marketing  agencies  of  the  United  States  Department  of  Agriculture, 
the  ways  and  means  which  might  be  sought  in  emphasizing  the  marketing  of 
plentiful  foods.  Based  on  this  preliminary  discussion,  the  Office  for  Food  and 
Feed  Conservation  then  consulted  with  representatives  of  consumers,  the  food 
trade,  and  farm  organizations  on  specific  practices  which  might  be  carried  forward. 
A  tentative  and  simple  approach  to  consumer  food  conservation  was  thus  drafted. 

In  essence,  this  approach  is  to  attract  more  consumer  attention  to  plentiful 
foods  through  the  device  of  a  new  symbol  "Banner  Buy — A  Plentiful  Food." 
It  is  used  in  connection  with  the  list  of  plentiful  foods  designated  by  the  Depart- 
ment each  month,  which  has  been  a  guide  to  the  merchandising  trade  for  a  number 
of  years.  In  effect,  the  symbol  brings  knowledge  of  this  list  to  broad  consumer 
attention  for  the  first  time.  The  slogan  for  consumers  is  to  "Buy  Under  the 
Banner." 

The  food  industry,  it  should  be  noted,  held  a  mixed  opinion  during  the  early 
stages  of  discussion  about  how  successful  the  symbol  might  be.  Some  distributors 
honestly  doubted  that  it  would  show  the  desired  results.  But  a  larger  percentage 
of  those  who  voiced  an  opinion  seemed  to  believe  that  the  plentiful-foods  program 
would  help  them. 

In  order  to  provide  a  sound  test  of  the  use  of  the  symbol,  the  Office  for  Food  and 
Feed  Conservation  sought  the  further  advice  of  leaders  in  the  food  industry. 
They  referred  the  matter  to  the  Food  Distributors  Association  of  Philadelphia  in 
order  to  obtain  the  counsel  of  distributors  engaged  directly  in  retailing.  This 
association,  the  food  leaders  advised,  is  probably  more  representative  of  all 
segments  in  the  wholesale  and  retail  food  industry  than  any  other  similar  organiza- 
tion in  any  community 

The  Food  Distributors  Association  first  approved  the  approach  of  the  Office  for 
Food  and  Feed  Conservation  in  preparing  the  consumer's  food-conservation  pro- 
gram. It  then  suggested  the  program  should  be  tested,  not  in  a  highly  urban 
area  where  its  success,  they  felt,  was  more  assured,  but  rather  in  a  mixed  urban- 
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rural  community  where  the  test  would  be  more  conclusive  as  to  tlie  merit  of  the 
program  for  all  consumers.  The  association  indicated  that  York  and  Lancaster 
Counties,  Pa.,  would  offer  a  rigorous  test  of  the  campaign. 

These  communities  are  well  organized  with  reference  to  their  food  merchandiz- 
ing; the  food  merchants  are  noted  for  their  aggressive  and  intelligent  handling  of 
foods.  And  the  people  are  notably  frugal  in  their  food  management.  Roughh', 
1,500  retail  food-stores  in  these  counties  serve  appro .ximately  500,000  people, 
including  urban  and  rural  elements,  and  a  wide  variation  in  economic  groups 
as  measured  by  levels  of  living. 

The  proposal  to  test  the  new  program  was  then  discussed  with  the  food-store 
merchants  in  York  and  Lancaster  at  a  representative  meeting.  These  merchants, 
who  also  approved  the  details  of  the  program,  invited  the  Office  for  Food  and  Feed 
Conservation  into  their  conmiunities 

The  new  consumer's  food-conservation  prograni  accordingly  is  now  being  tested 
in  Y'ork  and  Lancaster  for  the  3- week  period  commencing  May  10.  To  encourage 
voluntary  practices  on  the  part  of  consumers,  two  major  practices  are  recom- 
mended to  consumers  in  these  communities. 

First.  The  Department  asks  consumers  to  u.se  more  plentiful  foods,  and  it 
has  authorized  retail  food  stores  to  designate  commodities  in  plentiful  supply  with 
the  symbol  "Banner  Buy."  From  the  list  of  plentiful  foods,  the  individual  mer- 
chant is  requested  to  select  those  foods  which  are  ample  in  his  community.  This 
allows  for  adaption  of  the  national  list  to  local  conditions,  inasmuch  as  any  food 
on  a  national  list  may  not  be  plentiful  in  all  communities  at  all  times.  It  is 
significant  that,  among  six  commodities  designated  during  the  week  of  May  16 
with  the  ''Banner  Buy"  svmbol  by  one  chain  in  York,  the  produce  came  from  five 
States — California,  Florida,  New  Jersey,  Virginia,  and  Pennsylvania.  Of  the  six 
items,  according  to  the  statement  of  the  chairman  of  his  chain,  five  items  were 
priced  lower  than  at  any  time  in  2  years.  Apples,  for  instance,  are  selling  under 
the  banner  at  $1.67  per  bushel  with  previous  sale  at  $4.50  per  bushel. 

Second.  To  aid  consumers  in  their  use  of  plentiful  foods,  the  Department  is 
distributing  its  new  menu  and  recipe  booklet  jNIoney-Saving  Main  Dishes,  which 
includes  150  new  recipes,  calling  for  the  use  of  all  kinds  of  food,  but  stressing 
foods  to  be  found  in  plentiful  supply.  These  recipes  provide  nutritious  meals, 
tested  and  approved  by  the  Bureau  of  Human  Nutrition  and  Home  Economics, 
and  by  leading  private  authorities  of  national  standing. 

It  is  conservatively  estimated  that  the  food  bill  of  any  family  can  be  reduced 
by  at  least  10  percent  through  consistent  use  of  plentiful  foods,  as  suggested  in 
the  booklet  Money-Saving  Alain  Dishes. 

A  reduction  of  at  least  10  percent  of  the  food  budget  of  the  average  famUy 
would  help  in  achieving  the  declaration  of  purpose  in  section  1  of  Public  Law  395, 
as  follows: 

"The  purposes  of  this  joint  resolution  are  to  aid  in  stabilizing  the  economy  of 
the  United  States,  to  aid  in  curbing  inflationary  tendencies,  to  promote  the  orderly 
and  equitable  distribution  of  goods  and  facilities,  and  to  aid  in  preventing  mal- 
distribution of  goods  and  facilities  which  basically  affect  the  cost  of  living  or 
industrial  production." 

On  May  14,  after  the  first  week  of  the  test  in  York  and  Lancaster,  the  chairman 
of  the  food  industry  in  these  communities  had  this  to  day: 

"As  we  complete  the  first  week's  test  of  the  new  consumer's  food-conservation 
program,  it  gives  us  great  satisfaction  to  report  the  apparent  success  of  this  test. 
This  is  most  gratifying  to  the  men  in  the  food-supply  business.  It  was  their  idea 
that  the  Department  of  Agriculture  should  try  out  the  plan  of  its  Office  for  Food 
and  Feed  Conservation  in  the  York  and  Lancaster  areas,  because  our  people  are 
frugal  and  economic  in  their  food  consumption.  If  the  plan  is  acceptable  here,  it 
will  be  useful  elsewhere. 

"The  consumer's  food-conservation  program  does  provide  a  positive  way  in 
which  all  families  can  be  helped  in  their  cost-of-living  problems.  The  plan 
enables  the  food  merchant  to  assist  the  homemaker  by  providing  plentiful  foods 
at  lower  prices,  and  it  also  helps  farmers  by  providing  a  more  stable  market  for 
their  produce.  Our  farmers  in  York  and  Lancaster  can  be  assisted  directly  by 
finding  a  bigger  market  for  their  products,  especially  those  in  plentiful  supply. 

"In  our  judgment,  the  proposal  being  offered  here  to  encourage  food  conserva- 
tion on  the  part  of  consumers  will  be  of  considerable  benefit  to  the  Nation." 

(Signed:  Jacob  Goldberg,  cochairman  for  York  (chairman  Yorktowne  Whole- 
sale Grocery  Co.) ;  Horace  Hake,  cochairman  for  York  (president  of  the  M  &  H 
Pure  FoodStores,  Inc.);  D.  F.  Hartman  (chairman  for  Lancaster,  chairman  of 
Miller  &  Hartman).) 
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The  following  impressions  on  the  York-Lancaster  test  are  generally  applicable 
and  are  based  on  newspaper  reports,  individual  contacts  by  representatives  of 
the  Department,  and  the  views  of  private  national  organizations  which  have  an 
interest  in  this  matter: 

1.  Plentiful  food  sales  under  the  banner  are  heavier  than  in  previous  weeks. 
A  special  surve}^  bj^  one  newspaper  in  Lancaster,  after  the  first  week  of  the  trial, 
showed  that  more  than  one-third  of  the  merchants  interviewed  believed  that  the 
program  had  increased  the  sales  of  the  designated  foods. 

2.  Consumers,  particularly  in  low-income  groups,  seem  to  approve  the  idea. 
A  manager  of  a  small  chain  store  in  Lancaster,  who  sells  in  a  low-income  neighbor- 
hood, said  he  couldn't  tell  whether  sales  were  heavier  under  the  banner.  But 
on  further  questioning,  he  revealed  that  he  was  placing  the  largest  order  for 
citrus  juices,  one  of  the  "Banner  Buys,"  that  he  had  ever  made.  On  that  basis, 
he  agreed  that  the  banner  could  be  a  factor  in  his  heavier  volume  of  business. 

3.  Foodstore  advertising  reflects  the  general  approval  of  food  merchants. 
Nearly  all  food  organizations  are  running  big  features  on  the  program  in  their 
food  advertisements,  and  the  A  &  P  super  markets,  for  instance,  which  has  only 
four  stores  in  this  locality,  and  which  prepares  advertising  for  a  much  larger  area 
than  the  pilot  program  counties,  bought  extra  space  solely  to  feature  its  use  of 
the  banner  in  York  and  Lancaster. 

4.  Distribution  of  the  Money-Saving  Main  Dishes  booklet  is  heavy.  Most 
customers  apparently  are  asking  for  copies. 

In  addition  to  helping  the  average  family  in  its  food  problems,  this  program 
will  assure  farmers  a  bigger  market  for  their  abundant  production  of  many  foods 
which  are  either  domestically  consumed  or  wasted.  Also,  it  will  help  foodstores 
to  merchandise  many  commodities  which  because  of  season  gluts  are  often 
difficult  to  sell.  Inevitably,  there  will  be  beneficial  effects  in  strengthening  the 
food  arm  of  our  foreign  policy,  by  easing  demand  for  the  basic  foods  which  must 
be  shipped  abroad. 

The  Department's  policy  in  seeking  voluntary-  cooperation  is  to  test  the  pro- 
posals, as  is  now  being  done  i;i  York  and  Lancaster,  and  thus  find  how  to  improve 
these  proposals  before  attemping  to  apply  specific  conservation  measures  countrj^- 
wide. 

The  opinion  of  the  merchants  in  York  and  Lancaster  as  to  the  ultimate  success 
of  this  program  is  sujjported  by  the  response  from  merchants  in  other  food  areas. 
Some  have  made  their  own  check  on  the  operation.  Others  have  consulted  with 
their  organizations.  The  net  result  is  indicated  in  the  following  sample  of  opinion 
now  being  received  by  the  Office  for  Food  and  Feed  Conservation: 

1.  A  chain  of  supermarkets  in  northern  New  Jersey  asks  for  permission  to 
operate  the  Government  program  in  its  18  outlets. 

2.  One  of  the  country's  largest  chains  indicates  that  it  is  ready  to  use  the 
symbol  throughout  its  entire  chain  if  the  York  and  Lancaster  program  proves 
successful. 

(Note. — The  stores  of  this  gi'oup  in  the  test  area  are  making  conspicuous  use  of  the  symbol  and  asked  for 
additional  copies  of  all  material  to  build  up  impact  on  consumers.) 

3.  The  director  of  a  regional  chain  in  the  Philadelphia  area  said  the  program 
would  assuredly  help  retailers  to  market  commodities  in  long  supply.  He  likewise 
said  the  program  would  help  consumers  in  solving  food-buying  problems. 

4.  The  sales  and  advertising  managers  of  a  large  northeastern  chain  declared 
the  program  "well  planned"  and  indicated  that  their  chain  was  ready  to  introduce 
the  symbol.  The  sales  manager  said  that  he  foresaw  difficulties  in  obtaining  full 
compliance  with  store  managers  because,  as  he  phrased  it,  "We  sometimes  can't 
get  them  to  make  the  right  price  changes."  He  did  not  allow  this  skepticism  to 
interfere,  however,  with  his  approval  of  the  program. 

5.  A  trade  association  representing  5,000  independent  retail  stores  in  New  York 
State  is  ready  to  cooperate.  The  association  is  prepard  to  handle  the  distribution 
of  merchandising  materials  to  their  members. 

6.  A  special  survey  of  dried  fruits,  undertaken  to  ascertain  the  price-supply 
situation,  revealed  coincidentally  that  national  associations  of  food  distributors 
who  are  particularly  concerned  with  improving  the  merchandising  of  dried  fruit 
are  carefully  watching  the  Pennsylvania  test. 

7.  The  manager  of  a  chain  of  nine  supermarkets  in  the  Baltimore  area  has 
requested  permission  to  use  the  symbol  immediately  throughout  his  organization. 

Grain  in  transit 

A  specific  undertaking  also  has  been  started  to  curtail  losses  of  grain  in  transit. 
This  phase  has  for  its  purpose  the  coordination  of  efforts  by  all  transportation 
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facilities  concerned  with  grain  shipments,  inchiding  trucks,  railroads,  ship  lines, 
as  well  as  terminals,  flour  mills,  feed  mixers,  and  warehouses.  Insecticide  manu- 
facturers and  the  Food  and  Drug  Administration,  Federal  Security  Agency,  as 
well  as  other  Government  agencies,  are  i)articipating.  This  is  the  first  time  that 
all  groups  have  joined  together  to  combat  such  losses. 

In  meetings  and  correspondence  with  these  groups,  as  a  result,  the  Division  has 
prepared  and  will  shortly  release  a  new  fact  sheet  to  about  30,000  interested  grain 
handlers  and  carriers.  This  will  advise  on  how  losses  of  grain  in  transit  can  be 
reduced  or  eliminated.  When  coupled  with  further  "action"  meetings  with  the 
rails,  millers,  county  elevators,  etc.,  this  information  will  help  to  produce  sub- 
stantial saving  of  grain  over  the  coming  months  when  the  new  harvest  begins  to 
move  from  the  farm  to  the  terminals,  mills,  and  to  portside. 

Discussions  with  trade  groups  with  reference  to  grain  in  transit  has  inspired 
somewhat  similar  action  within  industr\^  itself  to  do  more  about  the  problem  of 
insect  infestation  and  other  losses  suffered  by  grain  during  movements  from  pro- 
ducer to  consumer.  An  example  of  this  was  reported  in  the  New  York  Journal 
of  Commerce,  April  13,  1948. 

Feed  salvage 

Still  further,  the  Industrial  Activities  Project  Division  is  developing  plans  for 
salvaging  additional  animal  feeds  from  industrial  waste. 

This  calls,  as  an  example,  for  industry  arrangements  to  collect  waste  food  prod- 
ucts for  processing  into  animal  feeds  on  a  private  basis.  Thus,  in  one  area,  the 
producers  of  whey  maj'  agree  to  channel  their  waste  into  one  plant  for  processing. 
No  one  plant  may  produce  enough  whey  waste  to  warrant  a  profitable  operation 
by  itself  to  process  for  animal  feed.  But  a  group  of  plants  may  well  find  it  profit- 
able to  combine  their  efforts  for  this  purpose.  The  result  will  be  to  increase  the 
supply  of  animal  feed.  On  another  front,  the  Division  is  endeavoring  to  encourage 
more  utilization  of  animal  feed  byproducts  derived  from  the  production  of  distilled 
spirits,  malt  products,  and  other  beverages. 

Voluntary  industry  agreements 

To  augment  the  Nation's  supply  of  grain,  and  under  the  authority  granted  in 
section  2  of  Public  Law  395,  the  Division  has  sought  voluntary  industry  agree- 
ments whereby  less  grain  is  consumed,  in  less  essential  uses,  or  as  in  the  consign- 
ment selling  of  bread,  is  lost  to  direct  human  consumption.  In  seeking  these 
agreements,  the  Division  has  held  public  hearings  (both  formal  and  informal)  to 
which  representatives  of  industry,  farm  groups,  labor,  and  consumer  organizations 
have  been  invited  to  explore  possibilities  of  voluntary  agreements. 

Specific  proposals  for  the  brewing  and  baking  industries  have  been  prepared  and 
published  in  the  Federal  Register. 

Brewers 

The  suggested  agreement  submitted  by  the  Secretary  of  Agriculture  on  March 
24,  1948,  to  the  brewers  for  their  individual  participation  in  the  voluntary  program 
provides  that  (1)  no  brewer  will  use  wheat,  wheat  products,  table-grade  rice,  or 
products  made  from  table-grade  rice;  (2)  the  use  of  malt  barley  by  individual 
brewers  shall  not  exceed  more  than  105  percent  of  the  total  quantity  used  during 
the  comparable  month  of  1947;  (3)  no  brewer  will  during  any  month  use  more 
grain  and  grain  products,  except  barley  malt  and  barley  malt  products,  than  85 
percent  of  the  total  quantity  used  during  the  same  month  of  1947;  and  (4)  any 
brewer  may,  during  any  month,  use  a  minimum  of  120,000  pounds  of  grain  and 
grain  products,  other  than  wheat,  wheat  products,  table-grade  rice,  or  products 
made  from  table-grade  rice.  This  plan  was  to  become  effective  from  April  15, 
1948,  through  June  30,  1948,  and  to  be  thereafter  extended  by  the  Secretary  of 
Agriculture  for  any  period  not  beyond  February  28,  1949.  The  plan  has  been 
approved  by  a  majority  of  brewers  who  represent  about  80  percent  of  the  produc- 
tive capacity  of  the  industry.  At  the  request  of  the  industry,  the  effective  date 
was  postponed  until  June  1,  1948.  Adoption  of  this  grain  conservation  program 
will  result  in  an  estimated  yearly  saving  of  88,500  short  tons  of  products  manu- 
factured from  feed  srrains. 

Bakers 

The  suggested  agreement  with  the  bakers  invites  them  to  refrain  from  the 
practice  commonly  known  as  consignment  selling.  Provisions  of  the  agreement 
would  eliminate  the  return  of  stale  bread  from  retailers  in  excess  of  1  percent  of 
gross  sales  in  any  calendar  month.  They  would  also  ban  special  discounts,  re- 
bates, gifts,  etc.,  in  connection  with  the  sale  of  bakery  products.     Bakers  also 
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would  limit  inventories  of  flour  to  60  days'  production  requirements.  The  savings 
likely  to  result  from  the  first  provision  are  estimated  at  10,000,000  bushels  of 
wheat  over  the  12-month  period  of  the  proposed  agreement,  runnfng  from  March 
1948  through  February  1949.  The  industry  has  been  polled  on  this  proposal  but 
so  far  only  about  800  of  about  3,600  bakers  have  responded  favorably. 

Other  agreements 

Tentative  voluntary  industry  agreements  have  been  prepared  within  the 
Department  of  Agriculture,  and  with  other  Government  agencies,  for  the  following 
industries  which  are  major  users  of  grain:  Flour  millers,  mixed  feed  manufac- 
turers, wet  corn  processors,  and  dry  corn  processors. 

In  addition  to  the  suggested  agreements  for  the  baking  and  brewing  industries, 
this  Project  Division  has  studied  the  need  for  tentative  voluntary  agreements 
in  the  following  industries:  livestock,  poultry,  dairy,  food  manufacturers  (other 
than  those  mentioned  previously),  fruits,  and  vegetables.  The  need  for  addi- 
tional agreements  will  be  explored  as  conditions  require  in  relation  to  the  following 
industries  or  agricultural  commodities,  some  of  which  may  involve  more  than  one 
industry:  fats  and  oils,  sugar,  rice,  imported  foods,  spices,  coffee,  tea  and  cocoa, 
fish,  beans  and  peas  (dried),  molasses,  soap,  and  canners  and  processors  of  foods. 

These  proposals  concerning  voluntary  agreements  for  agricultural  industries 
have  established  the  basis  for  future  action,  if  such  future  action  becomes  neces- 
sary. The  Division  should  be  prepared  to  move  expeditiously  in  securing  coopera- 
tion on  the  part  of  industry  should  the  need  arise  in  acute  form.  The  necessity 
would  be  compelling,  for  example,  in  case  of  major  crop  failure  here  or  in  any  part 
of  the  world. 

Congressional  relations 

The  Industry  Activities  Project  Division  has  prepared,  for  consultative  purposes 
with  committees  of  Congress,  technical  and  factual  material  relating  to  distillers, 
meat  packers,  wholesalers  and  retailers. 

In  addition,  under  section  6,  Public  Law  395,  factual  material  relating  to  the 
consumption  of  grain  by  distillers  has  been  submitted  to  committees  of  the 
Congress.  This  material  was  given  to  Congress  in  connection  with  the  pending 
bills,  recommended  by  the  Joint  Committee  on  the  Economic  Report  and  adopted 
by  the  Senate,  granting  the  executive  branch  authority  to  allocate  grain  to 
distillers. 

CONSUMER  ACTIVITIES  PROJECT 

The  consumers  activities  project  of  the  Office  for  Food  and  Feed  Conservation 
has  the  responsibility  for  obtaining  consumer  support  of  and  participation  in  the 
over-all  program  of  alleviating  food  shortages  and  stabilizing  food  prices.  With- 
out such  active  support  the  program  would  be  ineffective  since  homemakers  make 
most  of  the  decisions  as  to  what  foods  shall  be  consumed. 

The  urgent  need  for  consumer  participation  in  this  program  was  clearly  set 
forth  by  the  Joint  Committee  on  the  Economic  Report,  in  the  report  to  Congress 
by  Senator  Taft.  This  committee  also  recognized  the  need  for  providing  consumers 
information  on  nutrition,  meal  planning,  and  food  substitutions. 

Food  shortages  and  inflated  prices,  40  percent  higher  than  2  years  ago,  sorely 
trouble  the  country's  homemakers.  Four  out  of  five  women,  according  to  a 
recent  survey  in  Richmond,  Va.,  find  it  difficult  to  feed  their  families  today. 
Most  of  these  Richmond  women  were  cutting  down  purchases  of  some  foods. 
But  many  of  them,  because  of  their  lack  of  nutrition  knowledge,  made  substitu- 
tions inadequate  for  their  families'  dietary  needs. 

To  enlist  homemakers'  support,  therefore,  a  food  conservation  program  must 
help  them  solve  their  own  pressing  food  problems.  Furthermore,  a  program 
promoting  orderly  and  equitable  distribution  of  food  and  preventing  maldistri- 
bution will  also  safeguard  both  national  nutrition  levels  and  established  enter- 
prises of  food  production  and  distribution.  For  good  nutrition  and  good  business 
both  suffer  froin  disorderly  and  inequitable  distribution  of  available  food  supplies. 

Five-point  program 

The  Office  for  Food  and  Feed  Conservation  therefore  offers  women  this  five- 
point  consumer  program  designed  to  help  them  spend  their  food  money  more 
effectively  as  well  as  save  food  and  fight  inflation: 

1.  Feed  your  family  well,  nutritionally.  Plan  your  meals  according  to  sound 
dietary  practices,  and  make  and  keep  a  food  budget. 

2.  Use  plentiful  foods  instead  of  scarce  ones. 
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3.  Use  food  alternates  wisely.  If  you  cut  down  your  purchases  of  some  foods, 
be  sure  you  use  equally  nutritious  replacements.  Use  meat  alternates  at  least 
once  a  week,  choosing  them  from  plentiful  foods. 

4.  Serve  dishes  that  extend  scarce  foods  and  save  money.  For  example,  use 
meat-extender  dishes. 

5.  Get  your  money's  worth  from  the  food  3'ou  buy. 

Points  2,  3.  and  4  are  specifically  designed  to  promote  ''the  consumption  of 
less  of  those  foods  which  are  in  short  supply  and  more  of  those  foods  which  are 
in  abundant  supply,"  and  thus  fulfill  the  mandate  given  in  section  8  of  Pul)lic 
Law  395  (80th  Cong.^i.  In  addition,  they  are  a  means  of  combating  inflated 
prices  since  consumption  of  plentiful  foods  helps  relieve  pressure  of  consumer 
demand  upon  scarce  ones  and  thus  works  to  stabilize  prices,  at  least  to  temper 
continued  increases. 

Point  5  encourages  "efficient  utilization,  care,  and  preservation  of  food," 
another  directive  of  section  8.  Point  1  provides  the  basis  of  good  nutrition  upon 
which  the  program  operates.  All  five  recommended  practices  are  designed  to 
promote  orderly  marketing  of  food. 

Joint  comviittee  recommendation 

These  five  points  also  follow  closely  these  recommendations  of  the  Joint  Com- 
mittee on  the  Economic  Report  for  antiinflation  activities  in  the  coming  fiscal 
year:  promotion  of  more  intelligent  consumer  buying,  cooperation  in  food  saving, 
and  use  of  substitutes  (plentiful  foods  instead  of  scarce  ones). 

Implementing  the  program 

This  program  is  carried  out  as  directed  by  section  S  (a)  of  Public  Law  3Do — by 
"dissemination  of  information,  educational  campaigns,  and  furnishing  assistance" 
directly  to  homemakers  and  through  the  cooperation  of  newspapers,  radio  stations, 
the  food  industry  and  other  business  groups,  labor  luiions  and  consumer  groups, 
and  welfare  organizations.  Specific  activities  carried  out  under  the  program  are 
described  below. 

M one  11 -saving  main  dishes. 

The  Richmond  survey  showed  clearly  not  only  the  difficulties  faced  by  home- 
makers  in  today's  food  price-supply  situation  but  also  their  need  and  desire  for 
practical  aids.  Three  out  of  four  women  wanted  information  about  recipes, 
menus,  food  buying  and  nutrition. 

A  careful  survey  of  Government  publications  and  low-cost  booklets  provided 
by  industry  showed  no  one  publication  giving  recipes,  meal  plans,  and  buying 
suggestions  geared  to  today's  food-supply  and  price  situation.  A  number  of 
small  leaflets  provide  only  partial  help.  Recipes  given  by  newspapers,  women's 
magazines  and  radio  often  are  for  more  expensive  dishes  than  the  majority  of 
families  can  afford  and  call  for  more  cookery  skill  than  is  had  by  the  majority 
of  women. 

Our  publication,  Money-Saving  Main  Dishes,  was  designed  to  fill  this  gap  in 
easily  available,  timely  consumer  information.  In  its  48  pages  it  assembles 
comprehensive  information  on  food  preparation  and  buying  and  on  meal  planning, 
designed  to  give  women  the  sort  of  help  they  need  and  want  and  at  the  same  time 
promote  food  conservation. 

The  150  recipes  and  suggestions  for  their  variation  show  wa.vs  of  using  inex- 
pensive and  plentiful  foods  in  main  dishes  that  are  easily  prepared  and  nutri- 
tionally sound.  Each  main  dish  provides  about  one-sixth  of  the  daily  protein 
needed  by  a  family  of  four,  as  nutritionists  recommend.  Instructions  are  care- 
fully written  and  the  lay-out  promotes  successful  use  by  an  inexperienced  cook. 

Menus  combine  the  main  dishes  with  other  low-cost  and  plentiful  foods  in 
meals  meeting  basic  nutritional  needs.  Buying  suggestion  help  the  homemaker 
select  foods  within  her  means  as  market  supplies  and  prices  change. 

Combating  inflation 

The  importance  of  helping  women  adjust  their  food  purchases  to  present  prices 
without  seriously  disturbing  established  patterns  of  food  consumption,  and  there- 
fore, patterns  of  food  production  and  distribution,  has  been  clearly  recognized. 
Recipes  and  menus  are  designed  to  make  the  most  effective  use  of  our  national 
food  supplies.  No  drastic  changes  in  our  traditional  food  habits  are  ad- 
vocated, no  "boycotts"  in  buying.  For  example,  homemakers  are  urged  to 
use  our  shrinking  meat  supplies  so  that  there  will  be  orderly  and  equitable  dis- 
tribution. Supplies  are  "stretched"  through  use  of  meat-extender  dishes  and 
such  plentiful  meat  alternates  as  fish  and  eggs.     Moreover,  use  of  economy  cuts, 
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with  or  without  extending,  makes  possible  continued  meat  consumption  by  famihes 
at  low-income  levels.  Thus,  Money-Saving  Main  Dishes  helps  many  families  to 
keep  meat  in  their  diets,  without  contributing  to  the  inflationary  pressure  under 
meat  prices. 

In  accordance  with  our  established  policy  of  using  other  Government  agencies 
insofar  as  possible,  the  Bureau  of  Human  Nutrition  and  Home  Economics  was 
asked  to  prepare  the  booklet,  with  some  assistance  by  our  professional  staff. 

Acceptance 

The  keen  interest  of  private  business,  consumer  organizations,  newspapers,  and 
radios  in  this  new-type  conservation  booklet  was  apparent  even  before  publication. 
Inquiries  for  notification  copies  and  offers  of  cooperation  were  received  as  early 
as  mid-March. 

Within  little  more  than  a  month  after  its  publication,  3,616,700  copies  had  been 
allocated  for  distribution.  Of  this  quantity  2,251,102  copies  had  actually  been 
distributed  or  placed  in  distribution  channels  on  their  way  to  homemakers.  In 
order  to  meet  forthcoming  requests,  which  have  arrived  at  a  rate  greater  than  actual 
printing,  the  Office  for  Food  and  Feed  Conservation  has  raised  its  total  order  at 
the  Government  Printing  Office  to  5,000,000.  This  is  the  total  number  of  copies 
provided  for  in  the  budgeted  funds  of  the  Office,  but  unobligated  funds,  held  in 
reserve  to  defray  the  cost  of  special  campaigns  and  other  contingencies,  could  be 
used  to  print  additional  copies  if  the  demand  soars  beyond  5,000,000.  However, 
even  if  the  demand  arises  and  the  funds  are  used,  the  number  that  could  be 
printed  in  this  fiscal  year  can  hardly  exceed  7,000,000  and  certainly  will  fall  short 
of  8,000,000.  The  total  demand  for  the  recipe  and  menu  booklet  has  never  been 
measured  with  a  certainty  of  accuracy,  but  rough  calculations  based  on  the 
Richmond  survey  indicate  a  potential  demand  in  excess  of  10,000,000. 

The  initial  and  continuing  response  to  the  pulication  is  a  measure  of  its  real 
usefulness.  The  New  York  Times  made  one  announcement  of  the  booklet  in 
its  "News  of  Food"  column  and  within  a  few  days  had  over  3,000  individual  re- 
quests. This  was  a  response  several  times  that  given  its  own  conservation 
recipe  folder.  Across  the  country,  newspaper  and  radio  stations  treated  the 
booklet  as  important  news  and  told  their  readers  and  listeners  how  to  get  copies. 
A  very  few  newspapers  criticized  the  publication  on  their  editorial  pages.  It 
should  be  noted  that  their  food  editors  were  at  the  same  time  praising  it,  reproduc- 
ing its  contents,  and  recommending  that  their  readers  write  for  copies. 

Volunteered  aid 

Realizing  the  significance  of  the  recipes  and  menu  suggestions  in  solving  today's 
food  problems,  newspapers  and  radio  stations  offered  to  distribute  the  booklet  on 
request  as  a  public  service.  This  type  of  distribution  has  been  welcomed  because 
it  greatly  reduces  the  cost  of  handling  copies. 

Certain  national  women's  publications  will  feature  the  booklet  in  forthcoming 
issues.  One  of  these,  Woman's  Day,  distributed  through  A.  &  P.  food  stores,  will 
go  on  sale  beginning  May  27.  x4nother  food  store  magazine.  Family  Circle, 
distributed  through  Safeway  and  a  few  regional  food  chains,  is  running  an  article 
in  a  later  issue. 

Private  business  likewise  has  offered  its  assistance  in  placing  copies  in  the  hands 
of  homemakers  who  want  and  will  use  the  booklet.  The  Great  Atlantic  and 
Pacific  Tea  Co.  is  planning  to  print  at  its  own  expense  promotional  material  for 
the  booklet  and  to  advertise  it  in  its  food  store  advertisements.  Another  large 
food  organization,  the  Independent  Grocers  Alliance,  has  offered  to  distribute  the 
booklet  through  5,000  of  its  larger  stores,  while  many  smaller  regional  and  local 
chains  and  independent  food  stores  are  participating  in  the  distribution.  Dairies, 
department  stores,  banks,  and  other  business  firms  have  requested  supplies  to 
offer  to  their  patrons  on  a  request  basis.  Many  other  firms  have  ordered  copies 
for  distribution  to  their  employees.     A  representative  list  includes: 

Typewriter  companies 

Ship  and  barge  lines 

Lithographers 

Fruit  and  vegetable  growers 

Hosiery  mills 

Tool  manufacturers 

Insurance  companies 

Greeting-card  companies 

Fish  markets 

Power  and  light  companies 

Electrical  equipment  manufacturers 
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Assistance  has  been  volunteered  by  a  great  number  of  organizations  of  many 
kinds.  The  list  of  cooperators  includes  churches,  boj's'  clubs,  veterans'  organi- 
zations, labor  organizations,  American  Red  Cross,  Salvation  Arm}-,  Boj'  Scouts, 
National  Grange,  women's  national  organizations  (DAR  National  Council  of 
Negro  Women),  Pennsylvania  P^ederation  of  Women's  Clubs,  etc..  State  and 
local  conservation  committees,  and  chambers  of  commerce.  Such  public  agencies 
as  universities,  public  schools,  State  and  local  health,  relief,  nutrition,  and  family 
service  departments,  and  State  institutions  have  requested  fjuantities  for  special 
purposes  or  direct  distribution  to  homemakers.  Copies  have  been  obtained  by  the 
Army  and  Navy  for  the  use  of  commissary  departments,  training  schools,  dis- 
pensaries and  special  service  schools. 

Congress 

An  allocation  of  2,000  copies  to  each  Member  of  Congress  was  provided  before 
Money-Saving  Main  Dishes  came  off  the  press.  This  allocation  was  determined 
on  the  expectation  that  2,000,000  copies,  as  a  minimum,  would  be  printed  and  that 
the  Members  should  receive  an  allocation  in  advance  of  general  distribution. 
Hence,  50  percent  of  the  initial  production  was  set  aside  for  Congress.  The 
phenomenal  demand  that  followed  the  public  announcement  has  forced  the 
Office  for  Food  and  Feed  Conservation  to  enlarge  its  printing  orders.  At  the  same 
time,  the  Office  has  accepted  all  additional  orders  Members  of  Congress  have 
placed.  To  date,  these  are  in  excess  of  250,000,  and  they  have  been  received 
from  30  Members.  It  can  be  noted  that  the  Members  of  the  Senate  have  with- 
drawn for  distribution  181,000  copies  out  of  a  total  of  192,000  copies  allocated  to 
the  Senate  folding  room,  and  that  two  Members  of  the  House  have  taken  occasion 
to  extend  in  the  Congressional  Record  tributes  to  the  value  of  the  publication. 

Testimonials 

Some  measure  of  the  value  of  Money-Saving  Main  Dishes  as  an  aid  to  home- 
maker-^  is  shown  in  comments  received  from  leaders  in  women's  activities  since  its 
publication.  Several  of  these  comments  are  listed  below  for  the  information  of  the 
committee: 

"I  have  read  every  word  of  Money-Saving  Main  Dishes  and  think  it  is  not 
only  timely  and  informative,  but  .sound,  easy  to  read,  and  practical.  Recipes 
call  for  ingredients  familiar  in  every  kitchen;  require  a  minimum  number  of 
utensils  in  their  preparation;  provide  an  easy  measure  as  to  protein  adequacy; 
and  have  a  touch  that  puts  them  out  of  the  class  of  the  so-called  hot  dishes" 
— (Mrs.  Katherine  M.  Alderman,  president,  American  Home  Economics  Asso- 
ciation). 

"Money-Saving  Main  Dishes  is  an  excellent  compilation  of  ideas — very  much 
to  the  point  in  timeliness  and  in  usable  ideas.  I  feel  it  will  be  of  tremendous 
help  to  women" — (Marjorie  C.  Husted,  consultant  in  advertising,  Public  Services 
and  Home  Services,  General  Mills,  Inc.). 

"We  have  found  in  our  editorial  work  that  homemakers  particularly  appreciate 
having  menus  with  the  recipes,  and  we  were  therefore  glad  to  see  you  offer  these 
in  ^Money-Saving  ]Main  Dishes.  Homemakers  can  use  this  booklet  with  ever}' 
confidence  in  results  as,  of  course,  all  recipes  and  other  material  have  been  so 
carefully  checked" — (Katherine  Fisher,  director,  Good  Housekeeping  Institute, 
Good  Housekeeping  magazine.) 

"The  cook  book  Money-Saving  Main  Dishes,  will  be  of  inestimable  value  to 
the  harassed  housewife  who  is  finding  it  difficult  to  live  within  her  budget.  The 
attractive,  inexpensive  dishes  suggested,  I  believe,  are  well  within  the  reach  of 
most  households" — (Mrs.  J.  L.  Blair  Buck,  president,  General  Frederation  of 
Women's  Clubs). 

"In  these  days  of  high  prices  it  is  to  the  particular  interest  of  every  woman 
Ijroadcaster  to  help  her  listeners  .serve  meals  that  are  nutritious  and  economical. 
Broadcasters  will  be  eager  to  tell  homemakers  about  the  valuable  help  that  is 
available  in  the  150  tested  recipes  for  Monej-Saving  Main  Dishes" — (Ruth 
Crane,  president.  Association  of  Women  Broadcasters,  Daily  Broadcast,  The 
Modern  Woman) . 

"American  housewives  are  desperately  searching  for  nutritious  but  less  expen- 
sive recipes — I  know  from  the  letters  that  come  across  mj^  desk.  The  timely  new 
booklet  is  the  answer  to  this  widespread  need.  M\-  sincere  thanks  to  the  Bureau 
for  coming  to  the  rescue  *  *  *  and  congratulations  on  this  inspired  book- 
let"— (Ida  Jean  Kain,  author  of  Your  Figure  Madame  and  syndicated  col- 
umnist) . 
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These  comments  are  representative  of  newspaper  and  radio  opinion: 

"Hurray  for  the  Department!  The  Department  of  Agriculture  it  is  we're 
speaking  of.  It  has  one  answer  to  the  homemaker's  problem  of  feeding  the 
family  and  of  saving  money  at  the  same  time,  and  that  answer  is  a  new  recipe  and 
menu  booklet." — Arkansas  Democrat,  April  25. 

"To  help  homemakers  solve  their  family  feeding  problems  and  to  help  the 
Nation  conserve  food  as  well,  a  booklet  has  been  issued  by  the  Office  for  Food  and 
Feed  Conservation  *  *  *  j^'g  ^^  excellent  book,  and  should  help  a  great 
deal  in  menu  planning." — Mary  Meade,  food  editor.  In  Chicago  Dailv  Tribune, 
April  24. 

"The  United  States  Department  of  Agriculture  has  all  of  us  who  plan  and  cook 
ineals  very  much  on  its  mind  nowadays.  It  knows  high  food  costs  are  a  daily 
Waterloo,  and  that  feeding  a  family  both  temptingly  and  thriftily  takes  experi- 
ence in  marketing,  skill  in  cookery.  One  outcome  of  its  concern  for  the  Nation's 
homemakers  is  'Money-Saving  Main  Dishes'." — Jane  Nickerson  in  "News  of 
Food"  column,  New  York  Times,  April  21. 

"The  book  gives  buying  suggestions  and  easily  understood  definitions  of  food 
grades.  It  has  a  good  index,  is  well  printed  and  easy  to  follow  *  *  *.  This 
little  book  has  an  army-size  job.  It  must  tight  the  threat  to  democracy  abroad, 
fight  high  food  prices  at  home,  and  also  keep  our  nutritional  standards  high." — 
Gaynor  Maddox,  food  markets  editor  of  NEA  Feature  Service,  in  a  syndicated 
feature  distributed  to  575  newspapers  with  a  circulation  of  16,000,000  copies  daily. 

"Just  a  few  days  ago  we  wrote  to  ask  for  200  money-saving  main  dishes.  That 
was  before  the  requests  started  rolling  in.  So,  help,  help!  We  got  over  500 
requests  in  2  days  *  *  *  n  i^  a  super  recipe  book  *  *  *  ^nd  money 
saver." — Mildred  Funnell  and  Gloria  Brown,  Station  WTAM,  Cleveland,  Ohio. 

Preventing  waste  and  misuse 

These  samples  of  confirmed  opinion,  which  has  equally  strong  and  favorable 
echoes  from  industry  groups  in  food  distribution,  are  typical  of  those  that  have 
inspired  the  demand  to  participate  in  distribution. 

The  growing  willingness  to  take  bulk  shipments  from  the  Government  and  dis- 
tribute to  consumers  has  led  the  Office  to  set  down  definite  conditions  under  which 
such  cooperation  is  going  forward.  Here  are  the  conditions  as  set  forth  in  a  letter 
that  goes  to  cooperating  agencies: 

"While  the  Department  welcomes  the  cooperation  of  organizations  such  as  your 
own,  it  naturally  is  concerned  that  copies  of  the  booklet  are  not  wastefully  dis- 
tributed. It  has  been  necessary,  therefore,  to  establish  the  following  distribution 
safeguards : 

"1.  Copies  may  be  given  only  to  individuals  who  request  the  booklet.  This 
means  that  it  may  not  be  used  as  an  envelope  or  market-basket  stuflfer,  nor  sent 
to  any  person  who  has  not  asked  for  it. 

"2.  The  booklet  may  not  be  imprinted,  nor  sold,  nor  used  in  any  way  so  as  to 
imply  an  endorsement  by  the  Department  of  Agriculture  of  commercial  products 
or  organizations. 

"3.  You  will  be  expected  to  report  on  the  number  of  booklets  distributed  and 
return  undistributed  copies  to  this  office. 

"4.  If  you  use  special  promotional  material  to  make  known  that  you  have  the 
booklet  available,  we  would  appreciate  samples  of  the  material  to  illustrate  the 
types  of  cooperation  we  have  received.  So  you  will  know  the  purpose  Money- 
Saving  Main  Dishes  is  to  serve,  we  have  enclosed  a  copy  of  a  fact  sheet  Food 
Conservation  for  Homemakers  and  other  material.  This  will  guide  you  in  pre- 
paring any  promotional  material. 

"When  this  supply  is  exhausted,  you  may  advertise  that  homemakers  may 
obtain  the  booklet,  without  cost,  by  sending  a  penny  postcard  to  'Food  Con- 
servation, Washington  25,  D.  C  If  you  wish,  you  may  reorder  to  continue  your 
own  cooperative  distribution,  and  we  will  endeavor  to  supply  your  request  insofar 
as  our  stock  of  Money-Saving  Main  Dishes  will  permit  at  that  time." 

Current  food  information 

The  importance  of  reaching  consumers  through  such  established  media  as  press 
and  radio  was  recognized  from  the  beginning  of  the  food-conservation  campaign. 
A  preliminary  survey  showed  that  many  newspapers  and  radio  stations  would 
carry  officially  prepared  releases  as  a  public  service. 

The  advice  of  public  relations  counsel  indicated  that  women's  interest  and 
participation  in  the  program  could  Ix'st  be  obtained  through  oflfering  them  recipes 
and    menus    showing   practical    day-to-day    ways    of   saving    food    and    money. 
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Accordingly,  such  releases  have  been  prepared  weekly  by  the  Office  for  Food 
and  Feed  Conservation  in  cooperation  with  the  Bureau  of  Human  Nutrition  and 
Home  Economics. 

Recipes  heretofore  developed  and  tested  by  the  Bureau  are  used  when  available. 
However,  if  recipes  promoting  use  of  seasonal  and  plentiful  foods  cannot  be 
supplied  by  the  Bureau,  the  staff  of  the  Office  for  Food  and  Feed  Conservation 
prepares  and  tests  them,  using  the  Bureau's  Beltsvillc  lal)oratories. 

The  issuance  of  material  directly  to  women's  page  editors  and  women  broad- 
casters w'as  initiated  under  the  Citizens  Food  ('ommittee.  This  activity  was 
transferred  to  the  Department  when  it  took  over  the  operation  of  the  program 
in  January. 

Since  then  the  Office  has  endeavored  to  make  sure  that  the  material,  issued 
under  the  distinctive  name  "Peace  Plates,"  not  only  serves  the  objectives  of  the 
program  but  also  is  acceptable  to  the  interested  put^lications  and  radio  stations. 
As  a  consequence,  the  project  has  undergone  modifications  that  are  designed  for 
its  improvement,  as  the  reduction  in  number  of  releases  per  week. 

In  the  beginning,  the  weekly  releases  for  newspapers  carried  seven  recipes  for 
Peace  Plates — one  for  each  day  of  the  week;  those  for  radio  stations,  six  recipes, 
since  few  women's  programs  run  7  days.  The  number  of  Peace  Plates  has  been 
reduced  to  four  with  Money  Saving  Food  Plaits  supplied  for  a  fifth  day.  The 
latter  deals  with  end-of-the-week  buying  plans. 

In  addition,  the  Office  has  attempted  to  reduce  and  restrict  its  issuance  of 
material  to  publications  and  radio  stations  that  request  the  service.  At  the 
same  time,  the  Office  has  studied  the  use  of  mats  and  undertaken  to  reduce  the 
number  being  supplied  to  newspapers.  It  is  the  policy  of  the  Office  with  regard 
to  Peace  Plates  and  other  current  information  to  adhere  to  the  same  procedure 
as  applies  to  other  informational  materials:  deliver  them  on  request  only  and 
provide  the  information  in  the  least  expensive  and  most  useful  form.  Such 
newspapers  as  request  mat  service  continue  to  receive  it  under  this  procedure, 
but  major  newspapers  request  and  receive  Peace  Plates  printed  on  proof  sheets. 

As  originally  established,  Peace  Plates  w'ent  to  nearly  2,000  newspapers  in 
proof  or  in  mat  form.  Since  then  there  has  been  a  reduction  in  number  of  news- 
pai)ers,  although  a  continuing  demand  for  the  service  has  been  found  as  this 
report  will  indicate  later. 

The  usefulness  of  the  Peace  Plates  and  Money-Saving  Food  Plans  is  not  limited, 
however,  to  their  dissemination  by  newspapers  and  radio.  Proof  sheets  are  sent 
regularly  on  request  to  teachers,  members  of  the  Extension  Service,  welfare 
agencies,  nutritionists,  and  others  engaged  in  consumer  education.  Typical  of 
such  requests  is  one  from  Missouri:  A  teacher  wanted  releases  for  a  class  of 
veterans'  wives  to  help  them  in  stretching  their  limited  food  funds. 

The  IGA  (Independent  Grocers'  Alliance)  prints  Peace  Plate  recipes,  verbatim, 
in  its  advertisements  in  newspapers  with  an  estimated  circulation  of  40  to  50 
million  subscribers.  The  publication  of  the  National  Association  of  Food  C'hains, 
Better  Living  at  Lower  Cost,  also  carries  these  recipes  along  with  others  developed 
by  its  staff. 

Newspapers  and  radio  stations  have,  for  the  most  part,  responded  favorably  to 
these  conservation  releases.  Some  papers  used  the  material  for  a  time  but  later 
asked  that  their  names  be  taken  from  the  mailing  list  because  of  shortage  of 
space.  However,  almost  daily  requests  are  received  from  newspapers  or  radio 
stations  that  wish  to  be  added.  Some  newspapers  use  the  releases  several  times 
a  week.  Others,  only  once.  Some  incorporate  parts  of  the  copy  in  special 
articles  prepared  by  their  staff.  Some  use  it  largely  as  a  policy  guide  to  be 
followed  in  preparing  food-conservation  articles  for  women's  pages.  For  example, 
food  editors  of  three  of  the  four  Chicago  daily  newspapers  have  asked  to  be  kept 
on  the  list,  yet  obviously,  the  three  will  not  reproduce  all  the  material  received. 
The  usefulness  of  the  service  thus  is  far  greater  than  provision  of  timely  recijies. 

Tyjjical  of  the  favorable  comments  received  on  this  service  are  those  given 
below : 

"This  is  a  better  food  service  than  we  have  ever  received." — Harry  Rutherford, 
Tupelo  Daily  Journal,  Tupelo,  Miss. 

"We  find  your  menus  verv  interesting  and  hope  that  you  will  continue  them." — 
C.  R.  Wolf,  Evening  News,  11  Market  Square,  Harrisburg,  Pa. 

"I  do"  like  the  Peace  Plates.  Keep  them  coming." — Catherine  Dines  Prosser, 
Denver  Post,  Denver,  Colo. 

"Recipes,  menus,  food  tii)s  and  buying  hints  are  most  helpful." — Zan  Ober- 
worth,  Farm  and  Home  Editor,  State  Journal,  Frankfort,  Ky. 
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"Copy  of  great  help  to  me  all  of  the  time." — Mera  Bailie,  KDHL,  Faribault, 
Minn. 

"I  am  writing  to  thank  you  for  the  material  received  from  you.  I  use  the 
publications  regularly." — Dorothy  Laming,  WJEL,  Springfield,  Ohio. 

"I  like  the  release." — Betty  Moore,  Da^ly  Independent,  Kannapolis,  N.  C. 

"Your  service  is  very  helpful." — Helen  Collins,  Trov  Observer-Budget,  Troy, 

N.  Y.  ^  ^   '       y> 

"Use  food  tips  regularly." — Ellen  Jones,  Troy  Record,  Troy,  N.  Y. 

"Good  features." — F.  t).  Brown,  Daily  News,  Xewburyport,  Mass. 

"We  use  these  (Peace  Plates)  in  our  regular  food  section." — Edna  McCay, 
Pine  Bluff  Commercial,  Pine  Bluff,  Ark. 

"I  have  found  them  very  useful  and  instructive." — Agnes  ]\Iahan,  Boston 
Globe. 

"We  are  using  these  every  day." — P.  L.  Dolan,  Evening  Register,  Hudson,  N.  Y. 

"Find  the  service  very  valuable.  Particularly  like  food  tips,  suggestions  for 
menu." — Xewsday,  Hempstead,  Long  Island,  N.  Y. 

"Good  stuff." — Ruth  Thompson.  San  Francisco  News,  San  Francisco,  Calif. 

"We  like  to  have  the  releases." — Oklahoma  A.  and  M.  College,  Stillwater, 
Okla. 

"Appreciate  the  information." — Kay  Stanley,  WMRB,  Jacksonville,  Fla. 

"We  find  vour  service  verv  useful." — Bernice  Redington,  Star-Bulletin,  Hono- 
lulu, T.  H.    " 

"We  use  the  material  in  our  nutrition  program." — Ruth  E.  Irwin,  New  York 
State  Department  of  Health,  411  Herald  Building,  Syracuse,  N.  Y. 

"We  use  this  material  along  with  our  market  reports  at  12:30  each  day." — 
Program  director,  WALT,  Tampa,  Fla. 

"I  use  items  from  vour  copy  as  they  fit  into  mv  dailv  homemaker's  program. 
Find  copy  very  helpful."— Agnes  F.  G'ibbs,  WCSH,  Portland  5,  Maine. 

"When  I  got  home  from  Kno.xville  yesterday  there  was  a  couple  of  weeks  of 
Peace  Plates  on  the  desk.  I  want  to  congratulate  you  on  the  interesting  way  this 
material  is  presented.  I  read  every  one  and  enjoyed  the  style  and  feel  that  lost 
of  good  information  is  being  disseminated." — Mary  I  Barker,  director  of  home 
economics,  Kellogg  Co.,  Battle  Creek,  Mich. 

"  'Listen  Ladies,'  a  woman's  program  featuring  beauty,  fashions,  and  home- 
making  was  started  just  a  few  weeks  ago;  but  I  find  the  copy  suggesting  menus 
and  recipes  for  each  day  of  the  week  received  regularly  from  your  organization 
is  just  the  type  of  material  needed  for  this  show.  May  it  continue  coming  in." — 
Joanne  Randall,  woman's  program  director,  radio  station  WLAV-FM,  Grand 
Rapids,  Mich. 

"It  seems  that  I  should  know  you  and  in  the  absence  of  the  opportunity  to 
come  knocking  at  your  door,  the  best  I  can  do  is  send  you  a  thank-you  letter  for 
using  the  frankfurter  roast  in  the  Saturday  Peace  Plate  for  release  the  week  of 
May  7.  It  is  nice,  too,  that  the  same  week  saw  raisins  used  a  couple  of  times,  as 
well  as  canned  and  dried  peaches  and  prunes." — L.  B.  Williams,  director,  Cali- 
fornia Foods  Research  Institute,  1  Drumm  Street,  San  Francisco,  Calif. 

"It  was  certainly  gratifying  to  note  your  'Tuesday  Peace  Plate'  release  for  the 
week  of  May  14,  1948,  in  which  you  included  a  recipe  for  prnno  whip  using 
whipped  evajiorated  milk.  Also  it  was  good  to  note  your  recommendations  for 
the  use  of  evaporated  milk,  particularly  to  effect  economy  in  the  food  budget, 
under  the  'food  tips'  in  that  same  release. 

"Milk  .still  remains  one  of  the  best  food  buys  nutritionally — and  as  evaporated 
milk,  all  the  milk  nutrients  of  good  whole  milk  plus  extra  vitamin  D  can  be  had 
more  economically  generally  than  in  any  other  form.  Many  homemakers  have 
been  keenly  aware  of  the  advantages  of  evaporated  milk — its  safety,  convenience, 
economy,  etc. — for  years.  Today  we  find  more  and  more  homemakers  depending 
upon  evaporated  milk  to  meet  a  part  or  all  of  the  milk  needs  of  their  families. 

"Information  and  recipes  using  evaporated  milk,  such  as  those  which  ai^peared 
in  your  'Tuesday  Peace  Plate,'  are,  therefore,  a  real  service  to  those  who  are  now 
using  evaporated  milk — and  an  even  greater  service  to  those  who,  because  of  food 
costs,  may  not  be  providing  their  families  with  milk  in  the  amounts  needed  for 
good  nutrition.  This  latter  group  i)articularly  needs  to  be  taught  what  all  forms 
or  types  of  milk  and  miik  products  are  and  will  do  for  good  nutrition—  for  in  the 
understanding  thereof  they  may  well  be  influenced  to  use  in  adec|uate  amounts 
those  milks  and  milk  products  which  they  can  afford  on  their  food  budgets." 
Hilda  Ballestro,  director,  editorial  department,  Evaporated  Milk  Association,  307 
North  Michigan  Avenue.  Chicago  1,  111. 
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"Broadcast  material  of  interest  to  •women  l)roadca!<tcrs  reached  us  todaj-  from 
your  office.  My  wife  looked  over  the  recipes  in  this  material  and  affixed  her 
stamp  of  approval. 

"We  will  have  a  program  starting  about  June  15  on  which  we  can  make  use  of 
scripts  of  this  type.  Hence,  1  would  be  very  glad  to  receive  from  the  Department 
of  Agriculture  all  such  available  releases."  E.  C.  Ulrick,  program  manager, 
WIiMA,  223  North  Main  Street,  Lima,  Ohio. 

Additional  aids  for  consumei'S 

The  Office  for  Food  and  Feed  Conservation  cooperated  in  issuing  the  pamphlet 
Peanut  and  Peaiiut  Butter  Recipes  prepared  by  the  Bureau  of  Human  Nutrition 
and  Home  Economics.  Increased  use  of  peanuts  by  consumers  helps  stretch 
our  supplies  of  protein-rich  foods. 

Make  the  Most  of  the  Food  you  Buy  is  a  leaflet  now  being  prepared  for  publi- 
cation, designed  to  provide  a  positive  plan  of  action  for  lessening  food  waste. 
Another  partially  prepared  leaflet  will  promote  fat  saving.  Food  saving  in  the 
country's  kitchens  is  an  important  aspect  of  the  program,  as  was  recognized  by 
the  Joint  Committee  on  the  Economic  Report. 

A  leaflet  giving  suggestions  on  buying  is  also  in  preparation.  Designed  to  give 
consumers  down-to-earth  help  in  using  their  food  money  wisely,  it  also  accords 
with  the  Joint  Committee's  recommendation  for  promoting  more  intelligent 
shopping. 

Plans  have  also  been  made  for  preparing  1-page  or  2-page  leaflets  on  plentiful 
foods  when  it  appears  that  there  is  a  likelihood  of  market  gluts.  The  first  of 
such  leaflets  will  probably  be  on  potatoes — buying  hints,  information  as  to  their 
nutritional  value,  and  recipes  designed  to  increase  their  consumption. 

These  publications,  along  with  Money-Saving  Main  Dishes,  fact  sheets  and 
newspaper  and  radio  releases,  provide  a  sound  basis  for  consumer  action.  For 
they  enable  consumers  to  help  alleviate  food  shortages  and  stabilize  prices  while 
making  the  best  use,  nutritionally,  of  their  food  money.  Moreover  their  useful- 
ness is  not  limited  to  the  present  food  price-and-supply  emergency:  they  contri- 
bute to  the  long-time  program  of  educating  homemakers  in  nutrition  and  food 
buying — both  important  for  family  well-being. 

Gardens  and  food  preservation 

The  Freedom  garden  and  home  food  preservation  program  of  the  Office  for 
Food  and  Feed  Conservation  has  as  its  purposes: 

To  promote  home  gardens  as  a  means  of  increasing  supplies  of  nutritionally 
important  fruits  and  vegetables,  thus  helping  families  stretch  food  money  to  meet 
food  needs. 

To  promote  preservation  (home  canning,  freezing,  etc.)  of  surplus  foods,  both 
home  grown  and  commercially  grown,  in  order  to  reduce  food  waste  and  prevent 
market  gluts. 

This  program  is  in  keeping  with  the  directives  of  section  8,  Public  Law  395  (80th 
Cong.)  "to  promote  efficient  utihzation  *  *  *  ^^^^  preservation  of  food,  the 
elimination  of  practices  which  waste  food."  It  also  closely  follows  the  recom- 
mendation for  cooperation  in  food-saving  measures  made  by  the  Joint  Committee 
on  the  Economic  Report  which  recommended  "a  revival  of  emphasis  on  Victory 
gardens  and  on  the  preserving  of  food  grown  in  them     *     *     *     "^  as  well. 

The  Freedom  garden  program  is  actually  a  logical  extension  of  the  successful 
wartime  Victory  garden  program.  Millions  of  families  learned  during  the  war 
the  rewards  and  satisfactions  of  home  gardening,  so  that  a  relatively  small  amount 
of  encouragement  has  been  needed  to  persuade  many  of  them  to  keep  producing 
a  substantial  portion  of  their  own  food. 

Local  direction 

The  State  extension  services  have  directed  the  Freedom  garden  programs  at  the 
local  level  this  year,  in  most  States,  and  some  of  them  have  been  very  energetic 
and  successful.  In  many  cities  the  mayor's  food  conservation  committees  have 
undertaken  special  activities  for  the  benefit  of  gardeners  in  their  areas. 

Policy  of  this  office  has  been  to  produce  only  those  materials  which  would  aid 
the  State  extension  services  in  their  work.  To  date  we  have  supplied  them  with 
a  selected  list  of  especially  prepared  items  for  adaptation  and  distribution.  These 
have  included  a  leaflet  entitled  "Get  More  From  Your  Freedom  Garden,"  a  new 
emblem  carrying  the  message  "Grow  and  save  all  you  can,"  brief  matted  state- 
ments designed  for  use  in  house  organs,  advertisements,  etc.,  and  a  dramatized 
radio  transcription  which  the  States  requested  for  broadcast  over  local  radio 
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stations.  In  addition,  publications  have  been  supplied  with  garden  photographs 
and  stories,  and  press  statements  have  been  "released  by  authoritative  spokesmen. 

Additional  editorial  statements  are  under  preparation  emphasizing  the  import- 
ance of  keeping  gardens  productive  through  summer  and  fall  by  combating  in- 
sects, weeds,  and  plant  diseases  and  by  successive  plantings.  The  value  to  the 
individual  family  and  to  the  nation  of  a  generous  supply  of  home-stored  and 
preserved  food  is  also  being  stressed. 

The  news  letter  of  the  Office  for  Food  and  Feed  Conservation  has  devoted  a 
major  part  of  each  issue  to  the  development  of  the  program.  This  has  taken  the 
form  of  exchanging  information  on  the  ways  of  gaining  increased  interest  in  garden- 
ing and  home  food  preservation.  In  encouraging  food  preservation,  the  Office 
plans  to  call  the  attention  of  housewives  to  production  of  commercial  growers  of 
fruits  and  vegetables,  especially  when  their  output  becomes  exceedingly  plentiful 
and  in  danger  of  glutting  markets. 

Food  fights  for  freedom 

The  garden  program  has  enlisted  the  cooperation  of  commercial  agencies  inter- 
ested in  the  sale  of  seeds  and  garden  supplies  of  all  kinds.  At  the  same  time,  other 
groups,  such  as  the  United  States  Chamber  of  Commerce,  have  participated  in 
promoting  gardening  as  a  contribution  to  the  fight  against  inflation  and  to  the 
shipment  of  adequate  food  supplies  abroad.  The  chamber,  for  instance,  turned 
over  its  weekly  radio  network  program  to  a  broadcast,  entitled  "Food  Fights  for 
Freedom,"  in  which  Madeleine  Carroll,  Herbert  Marshall,  and  Adolph  Menjou 
appeared  as  a  public  service.  The  broadcast  emphasized  the  significance  of  the 
American  home  garden  in  the  world-wide  struggle  for  survival. 

Results  have  been  impressive  in  some  areas,  less  so  in  others,  depending  on  the 
degree  of  importance  attached  to  the  program  by  the  individual  State  extension 
services  and  by  the  enthusiasm  shown  by  local  business  and  civic  leaders  and  by 
local   newspapers  and   radios. 

Outstanding   record 

Memphis,  for  example,  has  been  kept  keenly  garden  conscious  by  a  vigorous, 
unrelenting  campaign  waged  by  the  Memphis  Commercial  Appeal.  Certain 
other  cities  liave  indicated  a  high  interest  in  freedom  gardens  despite  the  reduced 
number  of  vacant  lots  under  the  accelerated  building  program,  and  despite  the 
lessening  of  patriotic  fervor  demonstrated  during  the  war. 

In  view  of  the  fragmentary  nature  of  reports  to  date  of  freedom  garden  num- 
bers, it  is  too  early  to  tell  whether  the  goal  of  20,000,000  set  last  year  by  former 
Secretary  of  Agriculture  Anderson  will  be  approached.  It  is  certain,  however, 
that  if  dongress  feels  that  home  gardening  and  home  food  preservation  should  be 
more  actively  encouraged  in  the  light  of  foreign  or  domestic  food  developments 
and  inflation  pressures,  additional  support  for  the  program  can  readily  be  won, 
this  year  and  next,  by  an  intensified  plan  to  elicit  public  interest. 

Need  for  program  based  on  present  economic  conditions 

The  basic  condition  of  food  and  feed  supplies  at  home  and  abroad  has  not 
materially  changed  since  Congress  authorized  the  program.  In  fact,  somewhat 
lower  grain  prices  in  commodity  markets,  by  leading  to  more  extravagant  use  of 
feed  grains,  could  worsen  the  situation  before  harvest.  Here  are  the  salient  points 
in  the  situation  that  makes  realistic  efl'ort  essential: 

1.  Feed  Grains. — Much  less  feed  grain  is  on  hand  in  the  United  States  to  carry 
its  livestock  until  1948  crops  are  harvested  than  there  was  in  1947.  Combined 
stocks  of  corn,  oats,  and  barley  on  April  1  were  down  30  percent  from  1947  and  the 
smallest  since  1937.  Although  consumption  has  been  smaller,  stocks  have  been 
reduced  faster  this  feeding  season  than  a  year  ago.  This  is  shown  by  the  fact  that 
January  1  stocks  of  the  three  grains  were  25  percent  below  January  1,  1947,  while 
last  October  1  the  total  supply  was  only  19  percent  smaller  than  the  previous 
October.  On  the  basis  of  grain-consuming  miits  April  1  stocks  were  down  about 
one-fourth  from  last  year,  and  the  smallest  in  the  past  10  years  except  1943. 

2.  Food  grains. — In  spite  of  the  all-time  record  wheat  harvest  in  the  United 
States  last  year,  the  world  production  of  food  grains  was  below  the  1935-39 
average.  The  1947  world  wheat  crop  was  3  percent  less;  the  rye  crop  14  percent 
less.  This  reduction  must  be  considered  in  the  light  of  an  enlarged  demand  from 
the  world  population  10  percent  larger  than  before  the  war. 

3.  Nutrition. — The  United  States  is  able  to  supply  its  people  enough  food  to 
meet  adequate  nutritional  standards  with  an  excess  for  export.  The  world's 
nutritional  position  is  much  different.  Valid  evidence  of  this  can  be  found  in  a 
statement  from  the  .lournal  of  the  American  Medical  Association:    "The  present 
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shortage  of  wheat  concerns  physicians  throughout  the  world  liecause  it  stands  as  a 
stark  barrier  to  the  relief  of  the  world  hunger  and  as  an  obstacle  to  world  economic 
recovery.  Never  before  has  relief  from  hunger  of  so  many  millions  of  persons  been 
so  contingent  on  available  supplies  of  a  single  food  item." 

4.  United  States  exports. — The  record  wheat  crop  of  1947  enabled  the  United 
States  to  plan  to  export  482,000,000  bushels  of  wheat.  Serious  EuropeaTi  food 
deficits,  however,  led  the  United  States  to  project  its  exports  of  wheat  to  at  least 
500,000,000  bushels  if  the  domestic  requirements  would  permit  in  view  of  a  short- 
ened corn  crop.  The  balance  of  18,000,000  bushels  or  possibly  even  more  will  be 
shipped  abroad  if  the  domestic  economy  can  safely  spare  the  additional  amount. 
As  of  Mav  1,  total  overseas  shipment  of  all  grains  in  1947-48  will  reach  a  total  of 
577,000,000  bushels  by  June  30. 

5.  Inflation  in  food — Domestic  food  prices  climbed  to  a  high  point  in  January 
1948  as  a  result  of  heavy  consumer  demand,  adequate  purchasing  power  to  support 
the  demand,  and  diminished  supplies  of  many  foods  consumers  prefer.  The  BLS 
index  of  consumer  food  prices  stood  at  210  in  January  compared  with  100  in 
1935-39.  A  year  after  the  war  ended,  the  index  had  risen  to  160  (the  average  for 
1946)  and  in  midyear  1947  it  was  at  190.  Rising  prices  have  created  food  deficit 
problems  for  many  consumers. 

The  best  index  of  the  inflationary  stress  comes  from  a  survey  the  Bureau  of 
Agricultural  Economics  has  made  in  Richmond,  Va.  The  survey,  based  on  a  cross 
section  of  urban  housewives,  found  77  percent  in  a  "stress  situation."  More  than 
75  percent  of  the  housewives  charged  the  stress  to  the  high  price  of  food.  Of  the 
309  housewives  troubled  by  high  food  prices,  half  have  attempted  to  ease  the 
problem  by  various  stratagems,  such  as  buying  less,  choosing  alternate  foods, 
shopping  more  intensively,  and  the  like.  The  other  half  reported  they  had  found 
no  way  of  coping  with  the  problem.  This  failure  coincides  with  and  probably  is 
directlv  related  to  the  sharp  decrease  in  the  rate  of  consumer  savings  that  occurred 
in  1947. 

These  facts  are  the  fomidation  of  the  need  for  conservation.  They  also  suggest 
the  tvpes  of  corrective  activities  the  Department  has  undertaken  to  deal  with  the 
interrelated  problems  of  inflation  at  home  and  the  need  for  continuing  to  export 
food  to  Europe. 

In  this  connection,  it  should  be  noted  that  the  Economic  Cooperation  Act  of 
1948  calls  for  careful  management  of  our  food  supplies  in  the  course  of  helping 
Europe  to  recover. 

Attention  is  also  called  to  the  tremendous  eflfect  the  European  recovery  program 
and  other  foreign  assistance  programs  will  have  upon  the  food  and  feed  supplies 
of  this  country.  In  this  regard  there  are  quoted  as  follows  several  paragraphs 
from  House  Report  1585,  issued  with  respect  to  Public  Law  472 — Eightieth  Con- 
gress (S.  2202) — the  proposed  Economic  Cooperation  Act  of  1948: 

"Although  the  export  surplus,  both  recent  and  likely  under  a  new  foreign-aid 
program,  is  small  in  relation  to  the  real  income  and  the  basic  resources  of  the 
country,  the  impact  of  exports  happens  to  be  greatest  in  those  very  fields  in  which 
commodity  shortages  both  here  and  abroad  are  the  most  serious;  namely,  food 
(principally  grain),  coal,  fertilizer,  and  iron  and  steel. 

"It  is  essential,  therefore,  that  the  country  be  aware  of  the  inflationary  dangers 
that  we  shall  face  if  we  allow  the  demands  for  goods  in  tight  supply  to  have  unre- 
strained impact  on  the  limited  supplies  of  those  goods.  This  impact  is  out  of  all 
proportion  in  its  inflationary  efl'ects  to  the  dollar  volume  involved. 

"It  is  from  this  aspect  that  the  foreign-aid  program  requires  meticulous  analysis 
and  special  precautions  to  minimize  its  inflationary  implications  on  the  American 
economj'.  Those  implications  do  not  arise  out  of  the  aggregate  size  of  the  export 
surplus,  which  is  clearly  within  the  capacity  of  the  American  economy,  but  out 
of  the  export  of  sjx'cific  commodities  in  critically  short  supply  from  an  economy 
in  which  considerable  part  of  the  inflationary  potential  created  by  the  war  is 
still  present." 

Augmenting  the  foregoing  comments  the  advisory  committee  on  grain  conserva- 
tion representing  approximately  50  national  organizations  whose  activities  are 
related  to  agriculture  adopted  on  March  5,  1948,  in  Washington.  D.  C,  the 
following  resolution: 

"Whereas  present  farm  grain  conservation  is  making  noteworthy  contrii)utions 
to  the  national  security  and  welfare  by  promoting  more  efficient  farm  jiroduction 
and  more  efficient  utilization  of  feed  supplies,  and  by  reducing  waste  of  food  and 
feed,  thereby  making  additional  supplies  available  both  for  domestic  use  and  for 
export  to  help  avert  famine  conditions  overseas;  and 

"Whereas  bountiful  and  efficient  farm  production  will  contribute  to  the  stability 
of  our  domestic  economy;  and 
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"Whereas  European  recovery  is  dependent  to  a  great  degree  upon  the  amount 
of  food  we  can  spare  for  shipment  abroad:  Be  it 

"Resolved,  That  the  Department  of  Agriculture  be  urged  to  continue  and  inten- 
sify its  grain  conservation  effort  at  least  until  the  1948  crops  are  harvested,  using 
all  the  facilities  at  its  command." 

The  committee  which  met  here  today  (March  5,  1948)  in  the  Administration 
Building  of  the  Department  of  Agriculture  was  represented  by  the  following: 
Walter  C.  Berger,  president,  American  Feed  Manufacturers  Association;  H.  R. 
Davison,  vice  president,  American  Meat  Institute;  L.  S.  Hitchner,  executive 
secretary,  Agriculture  Insecticide  and  Fungicide  Association;  Eugene  Hamilton, 
American  Farm  Bureau  Federation;  Leslie  Hubbard,  National  Poultry  Producers 
Federation. 

This  committee  has  been  active  in  an  advisory  capacity  to  the  Department  of 
Agriculture  since  the  committee's  organization  on  November  13,  1947. 

Exhibit  I 

INDEX 

Detail  of  personnel,  prepared  as  of  May  21,  1948. 

Biographic  sketch  of  employees  in  grades  CAF-11  and  above,  except  Mr. 
Brannan,  Director  of  Office  for  Food  and  Feed  Conservation,  whose  salary  as 
Assistant  Secretary  is  paid  from  funds  of  the  Secretary. 

Detail  of  personnel,  May  21,  1948 


I 


Name 


OlFICE  OF  THE  DIRECTOR 


Brannan,  Charles  F.'. 

Lehman,  Donald  J 

McNally,  Thomas  F_. 

Marchi,  Louis  E.3 

Condon,  Patrick  W.a, 

Bailey,  Faye  M 

Moore,  Donne 

Husted,  M.J.  CJ 


ADMINISTRATIVE  UNIT 


Knode,  Daniel  P.,  Jr. . 
Irwin,  R.  G 

Berrum,  Pauline 

Baltimore,  Mary  E 

Solberg,  Maude  L 

Tierney,  Elizabeth  M- 

Ross,  LaVerne 

Przystas,  Mary 

Vinokourofl,  Elena 

James,  Marie 

Craig,  Frances 

Covert,  Charles 

White,  Herman 

White,  Richard. 

Stewart,  Dominick 


FARM  ACTIVITIES  PR  OIECT 


Irvin,  Jesse  O 

Olsen,  Kenneth  Vf.. 

Eames.  H.  F 

Davis,  George  L 

Cleary,  Thomas  L._ 

Conner,  Tulip 

McCue,  Mollie  A  __ 
Hackett,  Sidonia  R. 
George,  Catherine. . 
Maverick,  A.  M.3... 


CONSUMEBS  ACTIVITIES   PROJECT 

Hassler,  Virgil  R 

Arendall,  Ruth  O 

Moran,  Gertrude  E 


Title 


Grade 


Director 

Deputy  Director 

Consultant. 

Acting  assistant  to  Director. . 
Disbur.sement  control  oflBcer. 

Administrative  assistant 

do 

Consultant 


Administrative  officer.  _. 

do --- 

Fiscal  accountant 

Personnel  technician 

Mail  and  file  supervisor. 

Audit  clerk  _ 

Clerk -typist 

do 

do.... 

Mail  and  file  clerk 

do 


.do. 
-do. 


Messenger. 
do 


Administrative  officer 

Information  and  editorial  specialist. 
....do .- 


Program  specialist 

Information  and  editorial  specialist. 

Secretary  (stenographer) 

do 

...do 

Clerk-typist. 


CAF-13- 
CAF-13. 
CAF-11. 
CAF-9.. 
CAF-7.. 


Information  and  editorial  specialist. 

Secretary  (stenographer) 

do . 


CAF-12.. 
CAF-11.. 
CAF-7... 
CAF-7... 
CAF-5... 
CAF-4... 
CAF-4... 
CAF-3.._ 
CAF-3... 
CAF-3.-. 
CAF-3.-. 
CAF-3... 
CAF-2... 
CPC-3... 
CPC-3... 


CAF-13. 
CAF-13. 
CAF-12. 
CAF-12. 
CAF-11. 
CAF-5.. 
CAF-4.. 
CAF-4.- 
CAF-3.. 
CAF-13. 


CAF-13  . 
CAF-5... 
CAF-4... 


Salary 


.$10, 000. 00 

2  35. 00 

2  27.31 

7,341.60 

5, 654. 40 

4,  525. 80 

3, 397.  20 

'50.00 


5, 905. 20 
5,  905.  20 
3,  773. 40 
3, 648. 00 
3,271.80 
2, 619.  72 
2, 619.  72 
2,  243.  52 
2, 168. 28 
2, 394. 00 
2, 168. 28 
2,  544. 48 
1,954.00 
1,822.00 
1, 822. 00 


7,102.20 
7, 102. 20 
6, 144. 60 
6, 623. 40 
4, 902. 00 
2,  644. 80 
2,  845. 44 
2, 469.  24 
2, 168.  28 
7,581.00 


7, 102.  20 
2, 644. 80 
2, 845.  44 


See  footnotes  at  end  of  table,  p.  507. 
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Detail  of  personnel,  May  21,  1948 — Continued 


Name 


Title 


Grade 


Salary 


CONSUMERS  SERVICES  SECIIOX 

Monroe,  Day.. 

Lapp,  Hazel ' 

Kern,  Grace  E 

Rateliffe,  Helen 

Harkin,  E.  A 

Staley,  M.  G.. 

Mack,  Mary  D 

Clark,  Roberta 

Hennegan,  Sadie 

Ball,  Nancy..- 

AViley,  LiUie 

Finley,  Blanche  F 


DISTRIBUTION  UNIT  (UNDER  CONSUMERS 
SECTION) 


Carey,  Jeannett«  B... 

English,  Marion  R 

Miller,  Evelyn  B 

McCannon,  John  W.. 
Rickman,  Rebecca  H_ 

Smith,  Ada  L.. 

Sharp,  Glenna 

Hunter,  Ella  V 

Kay,  Roy  P 

Dean,  Princeton  T 

Wells,  George  W 


STATE  AND  LOCAL  COMMITTEE  SECTION 


Friedlander,  E.  J 

Purcell,  John  K. 

Poole,  Gregory. 

Clark,  EvonN 

Roderick,  Gertrude  S.^. 
Gambino,  Patricia  J 


INDUSTRY  ACTIVITIES  PROJECT 


Baker,  Harry  K_. 
Burton,  Malcolm. 
Tyler,  Veronica... 

Behar,  Joseph 

WyckolT,  Jacob  K. 


FOOD  AND  FEED  PROGRAMS  SECTION 

Bourne,  Cecilia 

STATISTICAL  SERVICES  SECTION 

Willey,  lona 

women's  ORGANIZATION  SECTION 


Flyrm,  Molly. 
Ross,  Sara 


Chief 

Home  economist 

do.. 

do.. 

do 

Scien  tific8ide__ 

Information  and  editorial  specialist 

do-. 

Secretary  (stenographer) 

Clerk-typist 

do 

do 


do 

do ... 

do.- 

do 

do ., 

do 

do 

Man  and  file  clerk. 

do -. 

Messenger 

do 


Program  coordinator, 
do. 


Information  and  editorial  specialist- 

...do 

Secretary  (stenographer) 

....do-- 


Assistant  chief - 

Information  and  editorial  specialist. 

Secretary  (stenographer) 

-Administrative  assistant 

Consultant 


Secretary  (stenographer) . 


Statistical  clerk. 


Program  specialist 

Secretary  (stenographer) . 


DA-23.. 

P-4 

P-4 

P-3 

P-2 

SP-5.... 
CAF-12 
CAF-9. 
CAF-5.. 
CAF-3. 
CAF-a. 
CAF-3- 


CAF-3. 
CAF-3. 
CAF-3. 
CAF-3. 
CAF-3. 
CAF-3. 
CAF-3. 
CAF-3. 
CAF-3- 
CPC-3. 
CPC-3. 


CAF-13. 
CAF-13. 
CAF-11. 
CAF-11. 
CAF-4.. 
CAF-4.. 


DA-23.. 
CAF-12. 
CAF-5.. 
CAF-7.. 
DA-26.. 


CAF^. 


CAF-5. 


CAF-12. 
CAF-5.. 


$8, 179. 50 
2  18. 85 
4, 902. 00 
4, 149. 60 
3, 397. 20 
2, 394. 00 
5, 905.  20 
4, 400.  40 
2, 770.  20 
2, 168.  28 
2, 168.  28 
2, 168.  28 


2, 168. 28 
2, 168.  28 
2, 168.  28 
2, 318.  76 
2, 168. 28 
2, 168.  28 
2,  469.  24 
2, 168.  28 
2, 168.  28 
1,822.00 
1,822.00 


8, 059. 80 
7, 102. 20 
5, 152.  80 
4, 902.  00 
2,544.00 
2,  770.  20 


8, 179.  50 
5,  905. 20 
2,  895.  60 
3, 522.  60 
10, 000. 00 


2,644.i 


3, 021. 00 


6,  862.  SO 
2,  770. 20 


RECAPITULJ\.TION 
Number  of  employees: 

Full-time  employees 72 

Part-time  employees 2 

Total  employees - 74 

1  Designated  by  Secretary  Anderson  to  act  as  Dii-ector  of  Office  for  Food  and  Feed  Conservation  in 
addition  to  duties  as  Assistant  Secretary  of  Agriculture.  Funds  of  Office  for  Food  and  Feed  Conservation 
are  not  used  in  any  way  to  reimburse  Mr.  Brannan  for  personal  services. 

2  When  actually  employed. 

3  Reimbuisable  detail  from  other  agencies,  pending  transfer  to  Office  for  Food  and  Feed  Conservation. 
«  Limited  part-time  emplojinent. 
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BIOGRAPHIC    SKETCH 

Donald  J.  Lehman,  Acting  Deputy  Director,  $35  per  diem 

Mr.  Lehman  was  a  newspaper  reporter  from  1929  to  1934.  He  was  employed 
by  the  Albany  Kvening  News-Knickerbocker  Press  and  was  also  a  staff  corre- 
spondent for  the  United  Press,  covering  the  New  York  State  Capitol,  Legislature, 
and  Court  of  Appeals.  From  1934  to  1940  he  was  publicity  representative  for 
N.  W.  Ayer  &  Son,  an  advertising  agency.  Here  he  handled  public  relations  of 
various  clients  of  the  concern. 

During  the  years  1940  to  1945,  Mr.  Lehman  was  employed  with  the  marketing 
administration.  New  York  Metropolitan  Milk  Marketing  Area,  as  director  of 
information.  He  was  directly  responsible  for  public  relations  policies  required 
in  the  administration  of  the  New  York  marketing  order.  Li  order  to  accomplish 
this  he  had  to  have  continuous  and  intimate  contact  with  publishers,  newspaper, 
and  radio  staffs,  and  news  wires  staffs  in  the  six  States  forming  the  New  York 
milkshed.  Incidental  duties  included  promotion  of  a  school  milk  program  in 
New  York  City,  organization  of  special  radio  network  hook-ups,  and  production 
of  a  motion-picture  film. 

During  the  next  5^ear,  Mr.  Lehman  was  associated  with  the  Department  of 
Agriculture  as  an  assistant  director  of  information  to  collaborate  with  the  Secre- 
tary of  Agriculture  in  the  general  planning  and  supervision  of  information  pro- 
grams which  involve  correlated  operations  through  all  press  media.  He  main- 
tained full  knowledge  and  understanding  of  the  numerous  and  complex  phases  of 
the  Department's  actions,  research,  and  regulatory  programs,  and  assembled 
information  for  newspaper  and  periodical  presentation  to  the  public,  particularly 
to  assist  farmers  and  farin  groups.  Other  duties  were  to  plan  a  direct  long-range 
educational  and  informational  press  programs  and  projects  to  implement  over-all 
Department  programs.  He  represented  the  Secretary  and  Director  of  Informa- 
tion at  White  House  pi'ess  conferences.  He  also  was  responsible  for  maintaining 
cooperative  relations  between  the  Department  and  the  daily,  weekly,  monthly, 
and  other  press  groups,  including  the  Negro  press. 

In  October  1946,  Mr.  Lehman  became  associate  editor  of  McGraw-Hill  Pub- 
lishing Co.,  New  York  City.  He  was  in  charge  of  publication  and  marketing 
departments  of  Business  Week.  His  duties  required  the  production  of  news 
stories  on  trends  and  techniques  in  advertising,  marketing,  promotion,  transpor- 
tation, and  consumption  of  consumer  and  industrial  goods.  He  was  transferred 
to  the  Chicago  office  where  he  became  managing  editor  of  an  experimental  publica- 
tion. Farm  Business.  Mr.  Lehman  originated  the  basic  plan  of  the  new  publica- 
tion. He  recruited  a  national  staff  of  correspondents,  selected  news  topics  for 
coverage,  and  assigned  the  topics  to  be  researched  and  written. 

Mr.  Lehman  became  staff  editor  of  the  Kiplinger  Magazine  in  August  1947. 
He  was  with  this  concern  until  he  came  to  the  Office  for  Food  and  Feed  Conserva- 
tion, January  1948.  His  duties  as  staff  editor  were  to  write  articles  on  agricul- 
ture, marketing,  general  business  conditions,  and  economic  subjects  of  all  kinds. 

As  Acting  Deputy  Director  for  the  Office  for  Food  and  Feed  Conservation, 
he  renders  expert  technical  and  administrative  advice  and  assistance  to  the 
entire  staff. 

Thomas  F.  McNally,  consultant,  CAF-13 

Mr.  McNally  was  employed  as  a  secretary  in  the  United  States  Capitol  from 
March  to  July  1942,  when  he  entered  the  United  States  Navy  and  he  is  now  a 
lieutenant  in  the  United  States  Naval  Reserve. 

After  his  discharge  from  active  duty  in  1946,  he  was  employed  by  the  L'nited 
States  Conciliation  Service  as  a  commissioner  of  conciliation,  serving  as  a  mediator 
in  the  settlement  of  labor  contracts. 

In  October  1947  he  was  employed  by  the  Cabinet  Food  Committee  to  plan, 
develop,  and  put  in  effect  a  program  designed  to  secure  cooperation  of  a  large 
group  of  National,  State,  and  local  consumer  organizations  in  the  campaign  to 
achieve  voluntary  conservation  of  food  and  feed. 

Mr.  INIcNally  was  employed  by  the  Office  for  Food  and  Feed  Conservation  as  a 
consultant  to  confer  and  advise  with  operating  officials,  industry  groups,  consumer 
groups,  agricultural  groups,  and  others  for  the  purpose  of  promoting  and  organiz- 
ing a  Nation-wide  program  designed  to  secure  the  voluntary  cooperation  and 
participation  of  such  groups  in  the  objectives  and  methods  of  the  food  and  feed 
conservation  program. 
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Louis  E.  Marchi,  Acting  Assistant  to  the  Director,  CAF-13 

Employed  by  Cantilever  Shoe  Corp.,  branch  factory,  Paxtang,  Pa.,  as  receiving 
and  shipping  clerk  and  assistant  office  manager  from  June  1927  to  December  1928. 

Employed  by  C.  Clothier  Jones  &  Co.,  stock  brokerage  firm,  as  board  boy  and 
general  office  clerk  from  December  1928  to  May  1932. 

From  May  1932  to  November  1933  employed  by  Joseph  Marchi,  hotel  owner, 
as  bookkeeper  and  bnyer. 

Emploved  bv  Civil  Works  Administration  at  Harrisburg,  Pa.,  from  November 
1933  to  March  193-4  as  a  statistical  clerk. 

From  INIarch  1934  to  December  1935  employed  as  accountant  with  the  State 
Emergency  Relief  Board. 

Transferred  to  the  United  States  Treasurj^  Department,  Bureau  of  Accounts, 
in  December  1935  as  accounting  clerk,  advanced  to  accountant  and  audit  assistant 
prior  to  transfer  to  Agriculture  in  May  1940.  From  May  1940  to  July  1942 
employed  by  Agriculture,  Farm  Security  Administration,  Field  Supervision  Unit, 
as  an  accounting  supervisor.  July  to  December  1942,  promoted  and  transferred 
to  Upper  Darby,  Pa.,  as  regional  accountant  for  region  1  of  the  Farm  Security 
Administration.  Transferred  December  1942  as  a  result  of  consolidation  of 
regional  offices  to  Indianapolis,  Ind.,  as  assistant  area  chief  accountant  with  the 
Farm  Security  Administration,  Department  of  Agriculture.  November  1943  to 
April  1944,  assigned  to  Denver,  Colo.,  with  the  Farm  Security  Administration  as 
area  chief,  managing  accounting  section  of  the  area  fiscal  office.  Transferred 
April  1944  to  Washington,  D.  C.,  to  accept  position  with  the  Office  of  Labor, 
War  Food  Administration,  as  Assistant  Chief,  Budget  and  Finance  Division. 
Retained  this  position  until  April  1945,  at  which  time  was  promoted  to  the  Chief 
of  the  Division  and  remained  in  that  position  to  February  1946,  when  the  Office 
of  Labor  was  transferred  into  the  newly  created  Production  and  ^Marketing  Ad- 
ministration, Department  of  Agriculture.  February  1946  to  ^larch  1947  assigned 
in  the  Fiscal  Branch,  Production  and  Marketing  Administration,  to  assist  and 
advise  on  matters  pertaining  to  the  Labor  Branch.  Transferred  ]\Iarch  1946,  to 
the  Office  of  Audit  as  an  auditor  in  charge  of  assignments.  December  6,  1947, 
Mr.  Marchi  was  detailed  to  the  Cabinet  Food  Committee  and  later  to  the  Office 
for  Food  and  Feed  Conservation  as  Acting  Assistant  to  the  Director. 

Patrick  Williatn  Condon,  distribution  control  officer,  CAF-11 

Education:  Los  Angeles  College  for  Law,  and  Georgetown  L^niversity,  Wash- 
ington, D.  C. 

Air.  Condon  was  an  audit  clerk  with  the  Agricultural  Adjustment  Administra- 
tion from  April  1935  to  May  30,  1940,  at  which  time  he  transferred  to  the  Office 
of  Information  as  editorial  research  assistant.  He  remained  in  this  Office  until 
April  1943  as  assistant  to  the  Director  of  Information,  when  he  entered  the  Army. 
In  December  1943  he  was  transferred  to  the  United  States  Coast  Guard  as  a 
disbursing  officer,  public-relations  officer,  and  staff  officer  with  LST  Flotilla  29, 
Group  85.  He  participated  in  the  initial  assault  landings  on  Iwo  Jima  and 
Okinawa  and  also  participated  in  the  Philippine  campaign.  Upon  being  dis- 
charged from  the  L'nited  States  Coast  Guard  in  February  1946  as  lieutenant 
(jg),  Mr.  Condon  returned  to  work  in  the  Office  of  Information  as  an  information 
specialist  in  the  capacity  of  publications  and  distribution  control  officer  and 
departmental  clearance  officer.  In  April  1947  he  was  loaned  to  the  United 
Nations  Organization's  Department  of  Public  Information  at  Lake  Success,  N.  Y., 
to  study  and  make  recommendations  on  the  distribution  of  press  and  informational 
materials. 

Mr.  Condon  is  on  detail  to  the  Office  for  Food  and  Feed  Conservation  as 
distribution  officer. 

Daniel  P.  Knode,  Jr.,  administrative  officer,  CAF-12 

Mr.  Knode  entered  Government  service  in  March  1935.  He  assisted  in  com- 
puting time  records  and  determining  the  costs  of  operation  of  various  types  of 
reproduction,  maintained  stock  records,  and  planned  activities  so  that  the 
materials  were  distributed  currentlj'. 

In  February  1941,  he  became  assistant  plant  superintendent.  Office  of  Infor- 
mation. In  this  capacity,  he  supervised  all  m.echanical  operations  of  the  Address- 
ing, Duplicating,  and  Mailing  Section,  assisted  in  plaiming  and  effectuating  the 
most  efficient  use  of  men  and  machinery  to  accomplish  the  maximum  amount  of 
work  for  all  bureaus  of  the  Department. 
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In  February  1942,  he  became  principal  clerk,  acting  as  liaison  officer  between 
the  Addressing,  Duplicating,  and  Mailing  Section  of  the  Department  and  the 
various  bureaus. 

From  March  1943  to  March  1948,  he  was  an  administrative  officer.  Photographic 
and  Duplicating  Service  Division,  Office  of  Information,  responsible  for  directing 
tlie  business  management  and  operational  affairs  of  the  Division,  and  assisting 
Bureau  officials  concerning  the  interpretation  and  application  of  rules,  regula- 
tions, and  requirements  relating  to  the  substitution  of  duplicating  work.  He 
had  to  anticipate  immediate  and  prospective  needs  for  supplies,  equipment, 
and  materials  in  order  to  maintain  a  regular  and  uninterrupted  flow  of  finished 
products.    He  inaugurated  and  supervised  training  programs. 

Mr.  Knode  was  employed  as  administrative  officer  with  the  Office  for  Food 
and  Feed  Conservation  under  the  general  direction  of  the  Assistant  to  the  Director, 
to  be  responsible  for  the  fiscal,  budgetary,  personnel,  and  general  administrative 
management  programs  of  the  Office. 

Rubert  George  Irwin,  administrative  officer,  CAF-11 

Mr.  Irwin  first  worked  part  time  at  the  Ohio  Fuel  Gas  Co.  in  Zenia,  Ohio. 
The  duties  covered  every  minor  and  major  clerical  position  in  the  office,  including 
cashier.     This  period  covered  the  years  from  1915  to  1924. 

During  1924  to  1926,  he  worked  at  Hoover  &  Allison  Co.  as  a  clerk,  doing  cost 
accounting,  pay  rolls,  and  general  ledger  work. 

He  had  experience  in  garage  and  hotel  accounting  during  the  vears  1926  and 
1927. 

From  1927  to  January  1932,  Mr.  Irwin  was  connected  with  Wilson  Engineering 
&  Contracting  Co.  He  assisted  the  treasurer  of  the  company  with  various  clerical 
duties  and  maintained  the  general  ledger  and  acted  as  cashier. 

He  entered  the  Government  service  with  the  Reconstruction  Finance  Corpora- 
tion as  a  clerk.  His  duty  was  to  compute  interest  on  loans  and  discounts  on 
repayments. 

He  transferred  to  Soil  Conservation  in  1935  as  an  assistant  bookkeeper-auditor. 
Mr.  Irwin  was  responsible  for  all  appropriation,  trust,  working,  and  other  fund 
accountabilit}'  made  available  to  SCS.  He  established  cost  accounts  where 
required. 

Mr.  Irwin  held  positions  as  administrative  analyst  and  fiscal  accountant  with 
War  Food  Administration,  and  as  procedure  analyst  with  the  Foreign  Economic 
Administration.  These  positions  covered  various  accounting  duties,  such  as 
audits  of  all  documents,  reports  of  lend-lease,  and  budgetary  requirements. 

He  entered  the  service  of  OPA  in  1945  as  a  budget  analyst,  preparing  inter- 
departmental and  regional  office  budgets  and  statements  covering  personnel 
ceilings.  He  kept  current  operating  budget  controls  of  the  allotment  expendi- 
tures. 

Mr.  Irwin  was  also  employed  by  the  United  Nations  Relief  and  Rehabilitation 
Administration  as  accountant  auditor. 

On  January  30,  1948,  he  was  employed  by  the  Office  for  Food  and  Feed  Conser- 
vation as  an  administrative  officer.  His  duties  are  to  organize  and  direct  a  broad 
and  comprehensive  administrative  management  program,  budget,  and  finance 
functions,  and  control  and  allotment  and  general  ledger  functions  of  the  Office. 

Jesse  0.  Irvin,  administrative  officer,  CAF-13 

Mr.  Irvin  was  employed  as  a  reporter  from  1913  to  1926  with  the  Augusta 
Chronicle,  Augusta,  Ga.,  the  Atlanta  Journal,  and  the  Associated  Press  at  Atlanta, 
Ga.  He  was  also  employed  as  a  city  editor  with  the  New  York  Times,  assistant 
citv  editor  with  the  Washington  Star,  and  citv  editor  for  the  Washington  Post 
from  1926  to  1934. 

Mr.  Irvin  was  also  employed  in  Government  as  news  editor  with  the  National 
Emergency  Council,  Chief  of  Press  Division  of  the  Works  Progress  Administra- 
tion, Chief  of  Press  Division  for  Social  Security  Board,  Information  Director  of 
the  Federal  Security  Agency,  information  specialist  with  the  Office  of  War  Infor- 
mation, information  specialist  with  the  Office  of  Information,  Department  of 
Agriculture,  also  with  Production  and  Marketing  Administration  supervising  the 
preparation  and  the  circulation  of  press  material.  He  wrote  official  statements, 
speeches,  and  did  other  informational  work  of  national  scope. 

Mr.  Irvin  was  reinstated  in  the  Department  of  Agriculture,  Office  for  Food  and 
Feed  Conservation,  as  an  administrative  officer  in  the  Farm  Activities  Division  to 
serve  as  campaign  manager  with  responsibility  for  initiating,  planning,  developing, 
and  coordinating  a  comprehensive  program  of  food  and  feed  conservation. 
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Kenneth  W.  Olson,  infoimaiion  and  editorial  specialist,  CAF-IS 

Mr.  Olson  was  employed  by  the  Federal  Emergency  Relief  Administration  from 

1934  to  September  1935,  as  Relief  Administrator  case  worker.     From  September 

1935  to  May  1937  he  was  a  reporter  and  piiotographer  on  the  Minot  Daily  news- 
paper, doinc;  general  city  reporting  and  covering  general  photographic  assignments. 

During  the  years  1937-39  he  was  associate  editor  of  the  P^ast  Oregonion,  news- 
paper. Mr.  Olson  entered  Government  service  in  February  1939  with  the  AAA, 
Oregon  State  office,  acting  as  State  office  assistant.  He  wrote  news  releases,  radio 
scripts  and  speeches,  prepared  exhibits,  performed  photographic  work  and  handled 
requests  for  general  program  information.  In  1942  he  became  associate  informa- 
tion specialist,  doing  general  professional  v.riting  on  agricultural  subjects.  He 
served  as  information  specialist  in  the  Department  through  December  1947  and 
helped  plan,  organize,  and  direct  Nation-wide  programis  designed  to  present  and 
interpret  polities,  programs,  and  services  for  branches  of  the  Production  and 
Marketing  Administration.  IHs  duties  included  the  production  of  speeches  and 
radio  and  press  releases. 

Mr.  Olson  is  employed  as  information  and  editorial  specialist  with  the  Office 
for  Food  and  Feed  Conservation,  working  on  programs  designed  to  help  conserve 
the  Nation's  food  and  feed  supplies,  and  is  responsible  for  the  production  of  infor- 
mational materials  necessary  to  making  these  programs  successful.  He  deals 
mostlv  with  the  conservation  of  grain  on  the  farm  and  maximum  utilization  of 
farm  "feed  supplies.  His  duties  also  entail  bringing  together  and  maintaining 
working  relationships  with  specialists  of  various  other  Department  agencies. 

Hugh  F.  Eames,  information  and  editorial  specialist,  CAF-12 

Mr.  Eames  was  in  newspaper  work  throughout  the  State  of  Pennsylvania  from 
1906  to  1922  and  was  city  editor  of  a  newspaper  in  Corning,  N.  Y.,  from  1922  to 
1923.  He  returned  to  Pennsylvania  where  he  was  a  managing  editor  from  1923 
to  1925.  Between  1925  and  1935  he  was  owner-pubhsher  of  a  paper  in  Clairton, 
Pa.,  and  from  1935  to  1938  he  was  owner-publisher  of  a  paper  in  Woodstock,  111. 

During  the  years  1939  to  1942,  Mr.  Eames  was  employed  as  Administrator  of 
Information  and  Public  Relations,  Federal  Milk  Marketing  Administration  in 
Chicago,  111. 

In  1942-1943  he  was  editor  at  Agricultural  Research  and  Advertising,  Inc., 
Ithaca,  N.  Y. 

Mr.  Eames  entered  Extension  Service,  Department  of  Agriculture,  March  1, 
1943,  as  an  assistant  State  supervisor,  emergency  farm  labor  program,  State  of 
New  York,  with  responsibility  for  maintaining  press  and  public  relations  and 
acting  as  information  specialist.  He  received  an  appointment  with  Extension 
Service  in  1945  as  an  information  specialist  to  study  objectives,  policies,  and  the 
operation  of  the  farm  labor  program,  and  synthesize  this  knowledge  into  a  program 
for  the  preparation  of  publications,  docimients,  news  releases,  and  radio  scripts. 

He  transferred  to  the  Office  for  Food  and  Feed  Conservation  in  February  1948 
as  information  and  editorial  sjiecialist  in  the  Farm  Activities  Division.  He  has 
the  responsibility  for  planning,  organizing,  developing,  coordinating,  and  review- 
ing an  information  program  designed  to  explain  and  interpret  the  objectives  of 
the  food  and  feed  conservation  program  for  the  farmer  and  the  farm  community 
for  the  purpose  of  securing  cooperation  and  participation  in  the  program. 

George  L.  Davis,  information  and  editorial  specialist,  C-AF-12 

Mr.  Davis  started  with  the  United  States  Post  Office  Department,  Atlanta, 
Ga.,  in  August  1920  as  a  temporary  substitute  clerk  at  the  registry  window.  He 
left  this  position  to  enter  college. 

In  1923  he  was  employed  as  a  reporter  on  the  Atlanta  Ga.,  daily  newspaper. 
He  has  had  15  years  of  reportorial  and  editorial  experience  on  metropolitan  news- 
papers and  11  years'  experience  in  informational  and  public  relations  field  with 
State  and  Federal  agencies. 

He  was  in  charge  of  public  relations  for  the  State  office  of  WPA  in  Montgomery, 
Ala.  He  made  surveys,  prepared  reports,  acted  as  liaison  between  P'ederal  and 
State  agencies  and  was  responsible  for  observing,  analyzing,  and  reporting  on  the 
general  ai)plication  and  effectiveness  of  FHA  programs.  He  traveled  extensively 
to  consult  with  State  directors. 

Mr.  Davis  is  emploved  as  information  and  editorial  specialist  with  the  Office 
for  Food  and  Feed  Conservation,  and  is  responsible  for  initiating,  planning,  de- 
veloping, and  coordinating  a  comprehensive  program  for  the  promotion  and  en- 
couragement of  voluntarv  food  and  feed  conservation  practices  by  the  food  and 
feed  manufacturing  industry,  bakers,  millers,  food  and  feed  processors,  and 
industrial  users  of  food. 
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Thomas  L.  Cleary,  information  and  editorial  sepcialist,  CAF-11 

Mr.  Cleary  started  his  writing  career  in  1926  while  a  student  at  the  University  of 
Wisconsin,  by  preparing  short,  farm-feature  articles  for  the  farm  page  of  the  Mil- 
waukee Journal.  He  wrote  practically  all  press  releases  for  wire  services,  daily, 
weekly,  and  farm  press,  edited  bulletins,  and  helped  develop  a  mat  service  for 
weeklies  for  the  Missouri  College  of  Agriculture,  1927  to  1929. 

From  1929  to  1932  he  directed  all  publicity  and  advertising  for  the  Holstein- 
Friesian  Association  of  America  where  he  prepared  and  edited  news  stories  and 
articles  on  breed  for  dailies,  weeklies,  and  farm  press.  He  planned  and  prepared 
association  advertisements,  bulletins,  booklets,  etc.,  and  supervised  their  national 
distribution. 

In  1932  and  1933,  Mr.  Cleary  became  a  free-lance  writer  and  wrote  short  farm 
features  for  national  periodicals. 

From  1933  to  1938,  he  was  in  charge  of  the  State  AAA  information  program, 
both  press  and  radio,  in  Wisconsin,  where  he  prepared  and  edited  all  news  stories, 
graphs,  etc.,  analyzing  the  effects  and  economic  relationships  of  the  various 
Agricultural  Adjustment  programs.  He  weekly  broadcast  a  summarj^  of  develop- 
ments in  such  programs. 

In  1940,  he  started  his  Federal  service  with  the  Extension  Service,  USDA,  as 
an  agricultural  economist,  and  was  responsible  for  the  collection,  summary,  and 
analysis  of  statistical  data  for  the  use  of  the  economic  section  which  he  represented 
on  committees  concerned  with  interbureau  problems.  For  a  time,  he  wrote  and 
edited  Extension  Marketing  News,  a  magazine  for  marketing  specialists. 

In  1943,  Mr.  Cleary  was  Acting  Chief,  Marketing  Activities  Section,  with  WFA. 
He  assisted  in  the  planning,  directing,  and  coordinating  analyses  of  economic  and 
marketing  data  on  buying  and  selling  operations,  price  structure,  production, 
processing,  storage,  etc.  He  analyzed,  appraised,  and  developed  programs  for  the 
Office  of  Distribution. 

From  1944  to  1945,  he  was  with  the  National  Committee  for  Farm  Production 
Supplies,  helping  farmers  and  farm  organizations  assemble  and  present  to  Govern- 
ment agencies  information  to  secure  needed  permits  and  farm-production  supplies. 

In  1945  he  became  editorial  director  of  the  American  Institute  of  Cooperation. 
He  wrote,  edited,  and  gave  speeches  on  agricultural  cooperation  in  its  economic, 
legal,  and  sociological  phases,  and  planned,  prepared,  and  supervised  all  publicity 
for  the  Institute.  He  attended  meetings  of  farm  editors,  educators,  farm  radio 
directors,  and  others  to  keep  up  effective  contacts  with  rural  and  urban  press. 

Mr.  Clearj^  became  an  information  and  editorial  specialist  for  the  Office  for 
Food  and  Feed  Conservation  in  April  1948  to  plan,  initiate,  suggest,  write,  and 
review  articles,  press  releases,  radio  scripts,  etc.,  designed  to  reach  the  consumer 
in  connection  with  the  food  and  feed  conservation  programs. 

Albert  Maverick,  Jr.,  administrative  officer,  CAF-13 

Mr.  Maverick  started  working  for  the  St.  I>ouis  &  San  Francisco,  Santa  Fe, 
and  the  National  Lines  of  Mexico  in  the  year  1901.  From  1922  to  1931  he  owned 
and  operated  a  ranch  in  San  Antonio,  Tex.  He  served  as  county  commissioner 
from  1931  to  1935.  He  also  was  supervisor  of  agricultural  census.  Thirteenth 
District  of  Texas. 

During  the  later  part  of  1935  Mr.  Maverick  became  a  member  of  the  staff  of 
the  Resettlement  Administia-tion,  as  an  investigator.  His  duty  was  to  advise  the 
Assistant  Director  of  the  progress  and  scope  of  the  various  projects  undertaken 
bj'  the  Management  Division  and  to  investigate  the  various  field  offices  and  serve 
as  liaison  officer  between  them  and  the  general  manager. 

In  1943  the  Office  of  Labor  was  established  and  many  of  the  employees  of  Farm 
Security  were  transferred  to  this  Office.  Mr.  Maverick  was  made  Chief  of  the 
Shelter  Section.  His  duties  were  to  formulate,  recommend,  and  effect  new  policies 
and  major  changes  in  existing  policy  and  provide  coordination  of  the  program  for 
housing  foreign,  interstate,  and  other  agricultural  labor  throughout  the  United 
States.  He  devised  basic  policies  and  procedures  for  and  advised  and  assisted 
regional  officials  in  the  organization,  establishment,  and  operation  of  a  program 
to  provide  Government-owned,  Government-leased,  or  private  shelter  for  foreign 
and  interstate  agricultural  labor.  He  directed  a  program  for  equipping  foreign 
and  interstate  labor  with  items  of  clothing,  eating  utensils,  bedding,  etc.  As  a 
representative  of  the  War  Food  Administration  he  developed  and  maintained  rela- 
tionships with  governmental  and  private  agencies  with  a  view  of  enlisting  their 
aid  and  cooperation  in  regard  to  the  provision  of  shelter  to  transported  agricul- 
tural workers. 
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Mr.  Maverick  was  with  the  Office  of  Labor  until  its  termination  March  31,  1948, 
and  is  on  detail  from  P.  and  INI.  A.  to  the  Office  for  Food  and  Feed  Conservation 
as  program  representative  for  the  Office. 

Virgil  R.  Hassler,  information  and  editorial  specialist,  CAF-IS 

Mr.  Hassler  served  as  publicity  director  for  the  Michigan  Tuberculosis  Associa- 
tion, Lansing,  Mich.,  from  1931  to  1932,  handling  all  publicity  work,  preparing 
educational  materials,  making  talks  on  public  health  topics,  editing  a  magazine, 
and  working  with  State  press  groups. 

He  worked  for  a  time  in  a  retail  grocery  store,  managing,  and  directing  the 
advertising  and  merchandising  of  the  entire  store.  At  one  time  he  owned  a 
grocery. 

In  January  1935  he  entered  the  Federal  service,  Bureau  of  Agricultural 
Economics,  tlSDA,  Austin,  Tex.,  serving  until  January  1936  when  the  work 
terminated. 

During  the  next  year  (1936)  he  again  worked  for  the  Michigan  Tuberculosis 
Association,  Lansing,  Mich.,  arrangmg  publicity  and  acting  as  contact  man  for 
the  association. 

For  a  time  he  was  a  partner  in  the  newspaper  and  job  printing  business  on  a 
newly  established  community  weekly. 

In  the  years  1937  to  1939  he  was  with  the  Northville  Record,  Northville, 
Mich.,  selling  and  writing  advertising  and  acting  as  its  representative  in  civic 
and  business  matters. 

Mr.  Hassler  reentered  the  Government  service  in  1939  with  the  Division  of 
Information,  AAA,  USDA,  as  associate  information  specialist.  He  planned  and 
assisted  in  conducting  national  educational  and  information  programs, 'supervised 
press  services,  and  prepared  news  releases.  In  1942  he  transferred  to  the  Agri- 
cultural Marketing  Administration  as  an  information  specialist,  working  on  the 
promotion  of  abundant  foods. 

In  1943  he  became  Assistant  Chief  of  the  Press  Service,  Office  of  Information. 
In  this  latter  position  it  was  necessary  to  work  closel}'  with  the  information 
people  of  other  Federal  agencies. 

From  February  1944  to  February  1946  Mr.  Hassler  served  in  the  United  States 
Navy  and  was  discharged  as  a  lieutenant. 

Upon  leaving  the  Navy,  he  returned  to  the  Department's  Office  of  Information 
where  he  remained  until  March  1947  when  he  became  manager  of  the  Richmond 
branch  office  of  Agricultural  Advertising  and  Research,  Inc.,  Ithaca,  N.  Y. 

He  joined  the  staff  of  the  Office  for  Food  and  Feed  Conservation  in  February 
1948  as  an  information  and  editorial  specialist.  He  is  responsible  for  planning, 
organizing,  developing,  coordinating,  and  reviewing  information  programs 
designed  to  explain  and  interpret  the  objectives  of  the  voluntary  food  and  feed 
conservation  programs  for  the  consuming  public.  He  maintains  working  rela- 
tionships with  the  press,  publishers,  and  the  advertising  industry. 

Dr.  Day  Monroe,  Chief,  Consumers  Service  Section,  $8,179.60 

Dr.  Monroe  started  her  career  in  1915  as  a  teacher  at  the  Teachers  College, 
Columbia  University.  She  was  an  assistant  instructor,  teaching  and  doing 
research  work  in  home  economics. 

From  1917  to  1918  she  was  with  the  New  York  State  and  Federal  Food  Con- 
servation Committee,  planning 'and  directing  work  of  home  economists  engaged 
in  food  conservation  programs  and  preparation  of  leaflets  for  publication. 

During  the  years  1918  to  1920,  Dr.  Monroe  was  associated  with  the  YWCA  in 
Paris,  France.  She  was  director  of  food  service  in  two  Paris  hotels  which  the 
YWCA  operated  for  women  of  the  United  States  engaged  in  various  types  of 
war  work.     She  studied  foreign  markets  both  wholesale  and  retail. 

Between  the  years  1920  and  1924  she  was  again  at  Teachers  College,  Columbia 
University,  teaching  home  economics,  carrying  out  food  investigations,  and 
teaching  courses  on  food  marketing.  She  left  Columbia  to  study  in  France  and 
at  the  University  of  Chicago. 

In  1928  she  became  an  assistant  professor  at  the  University  of  Chicago,  part- 
time  teacher  of  family  economics,  conducting  research  projects  on  family  size, 
family  consumption  patterns,  earners,  and  employment  of  wives. 

During  the  years  1930  to  1935,  she  taught  family  economics,  conducted  research 
projects  in  family  economics,  and  directed  work  of  graduate  students  at  Cornell 
University. 

From  1935  to  1942,  she  was  with  the  USDA  Bureau  of  Human  Nutrition  and 
Home  Economics,  Family  Economics  Division.  She  was  Assistant  Chief  of  the 
Bureau,  and  directed  studies  in  consumption  and  other  phases  of  family  economics. 
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From  1942  to  June  1946,  Dr.  Monroe  was  a  professor  at  the  University  of 
Washington,  teaching  family  economics,  economics  of  consumption,  and  consumer 
buying.  She  resigned  to  complete  a  college  textbook  and  to  participate  in  a 
family  business. 

As  Chief,  Consumer  Service  Section,  Office  for  Food  and  Feed  Conservation, 
Dr.  Monroe  is  responsible  for  planning,  directing,  and  coordinating  a  national 
consumer  service  program  designed  to  aid  the  consumer  on  the  basic  aspects  of 
food  management  which  will  help  reduce  the  cost  of  living  and  at  the  same  time 
safeguard  diets.  Her  duties  also  involve  planning  informational,  educational, 
and  interpretative  material  with  regard  to  this  program. 

Mary  D.  Mack,  informati&n.  and  editorial  specialist,  CAF-12 

Mrs.  Mack  was  employed  by  Works  Progress  Administration  from  1934  to  1938 
at  Raleigh,  N.  C,  as  a  director  and  organizer  of  camps  for  unemployed  young 
women,  and  helped  to  set  up  training  institutes  for  adult  education  and  recreation 
programs.  She  handled  promotion  and  publicity  for  several  community-spon- 
sored theater  productions. 

From  1939  to  1941  Mrs.  Mack  was  employed  with  the  National  Youth  Adminis- 
tration as  director  of  public  relations,  where  she  prepared  and  issued  press  releases 
and  radio  material,  and  edited  a  monthly  news  sheet. 

From  1941  to  May  1945  she  was  employed  by  the  Office  of  Price  Administration 
as  information  specialist.  Here  she  prepared  "fact  sheets,  radio  scripts,  and  short 
articles,  and  worked  as  liaison  officer  with  USDA,  representing  OPA  for  clearance 
of  price  and  rationing  data. 

From  1941  to  December  1947,  as  public  information  specialist  for  UNRRA,  she 
served  as  assistant  to  the  director  of  public  information.  A  special  assignment 
was  to  cover  work  of  UNRRA's  health  and  agricultural  rehabilitation  and  act  as 
liaison  with  the  information  service  of  USDA. 

Mrs.  Mack  is  employed  as  information  and  editorial  specialist  with  the  Office 
for  Food  and  Feed  Conservation  and  is  responsil)le  for  planning,  developing, 
organizing,  and  coordinating  the  information  and  public  relations  program 
pertaining  to  the  food  management  activities  for  consumers.  This  program  is 
designed  to  acquaint,  explain,  and  interpret  the  objectives  of  tlie  voluntary  food 
and  feed  conservation  program. 

Edward  J.  Friedlander,  program  coordinator,  CAF-13 

Mr.  Friedlander  practiced  law  in  New  York  City  from  1934  to  October  1938. 
He  was  engaged  in  general  civil  practice.  In  November  of  1938  he  was  appointed 
regional  counsel  for  Works  Progress  Administration  directing  the  activities  of 
assistants  and  relief  attorney  in  analyzing  State  trade  barrier  laws  and  decisions. 

In  1942  he  was  appointed  Territorial  price  attorney  for  the  Office  of  Price 
Administration  in  San  Juan,  P.  R.  and  also  served  as  Territorial  price  executive 
recommending  price  actions  and  advising  the  director  in  price  matters  until  he 
was  assigned  to  the  Washington  regional  office  as  a  regional  price  executive 
advising  the  Administrator  on  the  Agency's  price  policy  and  its  effect  on  Terri- 
torial price  operations. 

In  April  1947  he  transferred  to  Agriculture,  Sugar  Rationing  Administration,  and 
was  responsible  for  equitable  geographic  distribution  of  sugar. 

Mr.  Friedlander  was  employed  by  the  Office  for  Food  and  Feed  Conservation 
as  a  program  coordinator,  CAF-13,  to  plan,  develop,  and  coordinate  and  review 
a  comprehensive  program  designed  to  secure  the  voluntary  but  active,  effective, 
and  vigorous  cooperation  and  participation  of  numerous  National,  State,  and 
local  cominittees,  civic  and  fraternal  organizations,  consumer  groups,  and  other 
organizations  for  the  purpose  of  achieving  the  objective  of  the  voluntary  food 
and  feed  conservation  i)rogram. 

John  Kevin  Purcell,  program,  coordinator,  CAF-13 

Attended  Fordham  University  from  1927  to  1930,  degree  conferred,  A.  B. 

With  Consolidated  Edison  Co.,  New  York  City,  from  July  1930  through 
October  1935  on  various  clerical  positions. 

Correspondent  for  New  York  News  from  January  1936  to  February  1941, 
employed  in  New  York  City  and  Washington,  D.  C,  from  1939. 

With  Columbia  Broadcasting  System,  Washington  station  WTOP,  from 
February  1941  to  June  1943  as  news  correspondent  and  broadcaster. 

Employed  by  Time  magazine,  Washington,  D.  C,  from  June  1943  to  August 
1944,  as  a  correspondent. 

Night  news  editor  for  radio  station  WMAL  from  August  1944  to  September 
1946,  Washington,  D.  C, 
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News  director  for  radio  station  WINX  from  November  1946  to  Februarj'  1947. 

Correspondent  for  United  States  Journal,  Washington,  D.  C,  from  May  1947 
to  July  1947. 

Witli  Cabinet  Food  Committee  October  1947  to  February  1948  as  chief  of  the 
press  section. 

From  February  194S  to  present,  with  OFFC  as  chief  of  state  and  local  com- 
mittee section,  to  be  responsible  for  ])lanning  and  developing  a  comprehensive 
program  to  secure  the  voluntary  but  active  cooperation  of  various  National,  State, 
or  local  committees,  civic  and  fraternal  organizations,  consumers'  groups,  and 
other  organizations  for  the  purpose  of  achieving  the  objectives  of  the  voluntary 
food  and  feed  conservation  program. 

Cregory  Poole,  information  and  editorial  specialist,  CAF-11 

Mr.  Poole  was  a  free-lance  artist,  doing  general  art  work  for  department  stores, 
theaters,  hotels,  etc.,  from  1931  to  1936.  He  was  a  draftsman  at  the  Treasury 
Department,  Procurement  Division,  for  a  time  He  worked  for  the  Washington 
Daily  News  as  a  lay-out  artist,  and  did  work  for  the  Public  Health  Department, 
which  later  was  taken  over  by  WPA  Division  of  Research. 

As  an  associate  specialist  in  visual  education  with  the  AAA,  he  developed  and 
directed  comprehensive  production  of  visual  art  information,  also  performed 
field  travel  in  connection  with  developing  exhibits. 

In  1943  he  was  employed  by  the  Office  of  Information,  USDA,  as  a  visual 
information  specialist.  His  duties  were  to  originate,  develop,  and  carrj^  into 
operation  a  program  of  visual  eduction  and  exhibits  to  stress  the  Department's 
activities  and  agriculture's  responsibilities  in  the  war  effort.  Contacting  indi- 
viduals and  groups  in  specific  phases  of  the  Department's  war  program  was 
also  a  part  of  his  responsibility. 

His  entire  working  career  has  been  with  visual  art  materials  up  to  the  year 
1945  when  he  entered  the  advertising  business.  He  edited  a  monthly  publication, 
designing  and  writing  mailing  pieces,  laying  out  advertising,  and  contacting 
clients. 

He  became  a  member  of  the  staff  of  the  Office  for  Food  and  Feed  Conservation 
in  March  1948.  His  duties  are  to  plan,  initiate,  write,  and  review  articles,  press 
releases,  stories,  feature  articles,  radio  scripts,  leaflets,  bulletins,  and  other  inter- 
pretative materials.     He  also  prepares  speeches  and  radio  addresses. 

Evon  N.  Clark,  information  and  editorial  specialist,  CAF-11 

Education:  Majored  in  English,  music,  and  dramatic  arts  at  Cross  Continental 
College  1918  through  1922. 

Mrs.  Clark  was  editor  of  women's  page,  Minneapolis  Tribune,  from  1937  to 
1943.  She  was  associated  with  General  Mills,  public  relations,  from  February 
1942  to  Ai)ril  1942,  in  Minneapolis,  Minn.  From  August  1942  to  November 
1942  she  was  with  Washington  State  Ajjple  Research  Association,  in  Minneapolis. 
From  November  1942  to  May  1944  she  did  free-lance  writing  and  script  writing 
for  General  Mills,  Inc.,  Washington,  D.  C,  from  June  1945  to  September  1945. 
She  was  columnist  with  Bell  Syndicate  from  February  1,  1948,  to  March  1948, 
when  she  became  an  employee  of  the  Office  for  Food  and  Feed  Conservation. 

Her  duties  with  this  Office  are  to  plan,  initiate,  write,  and  review  press  releases, 
stories,  and  feature  articles  as  well  as  radio  scripts,  leaflets,  pamphlets,  bulletins, 
and  other  interpretative  materials.  She  also  prepares  speeches,  radio  addresses, 
and  other  articles. 

Harry  Kenneth  Baker,  Assistant  Chief,  Industry  Activities  Division,  $8,179.50 

In  1931,  Mr.  Baker  was  employed  as  a  city  news  reporter  on  the  De  Land,  Fla., 
News  and  in  June  of  1933  became  a  reporter  for  Congressional  Intelligence.  In 
January  1934  he  transferred  to  Whaley-Eaton  Service,  Washington,  D.  C,  as 
an  associate  editor,  reporting  on  Washington  economic-political  affairs,  with 
special  emphasis  on  agriculture. 

He  assisted  in  the  publication  of  the  monthly  magazine.  Sphere,  with  regular 
articles  on  agricultural  policies  and  programs.  In  March  1946  he  transferred  to 
Kiplinger  Washington  agency  as  associate  editor  and  edited  the  Kiplinger 
Agricultural  Letter.  He  also  was  a  contributing  editor  to  the  Kiplinger  magazine 
with  advisory  responsibility  for  all  agricultural  articles. 

Mr.  Baker  has  been  acting  as  a  consultant  to  the  Department  of  Agriculture 
since  October  1947  on  the  voluntary  grain-conservation  program,  and  was  ap- 
pointed as  an  information  and  editorial  specialist,  CAF-13,  with  the  Office  for 
Food  and  Feed  Conservation.  He  was  recently  promoted  to  Assistant  Chief 
of  the   Industry   Activities   Division   with   the  responsibilities  as  Acting   Chief 
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responsible  for  planning,  organizing,  developing,  coordinating,  and  reviewing  an 
information  program  designed  to  explain  and  interpret  the  objectives  of  the  vol- 
untary food  and  feed  conservation  program  for  the  manufacturing  and  processing 
industry,  which  includes  distillers,  farewers,  millers,  bakers,  food  and  feed  manu- 
facturers, and  industrial  food  visers,  for  the  purpose  of  securing  their  cooperation 
and  participation  in  this  program.  He  also  is  responsible  for  the  preparation  of 
speeches,  addresses,  articles,  scripts,  and  other  information  media  for  Nation-wide 
dissemination. 

Malcolm  V.  Burton,  information  and  editorial  specialist,  CAF-12 

Mr.  Burton  was  employed  by  the  Western  Wheeled  Scraper  Co.  as  an  advertising 
manager  in  1927  to  1932.  From  1932  to  1941  he  held  the  position  of  editor  of 
Earth  Mover  and  Road  Builder,  and  was  managing  editor,  Roads  and  Streets, 
from  1941  to  1942.  He  was  a  correspondent  with  McGraw-Hill  Publishing  Co., 
with  a  Washington  assignment  during  World  War  II,  reporting  on  technological 
developments  in  chemicals,  foods,  nonferrous  metals,  and  fields  in  which  chemical 
processing  was  basic.  The  work  was  primarily  for  the  technical  publications 
Chemical  Engineering,  Food  Industries,  and  Engineering  and  Mining  Journal. 
His  experience  in  Washington  rounds  out  20  years,  which  have  covered  all  phases 
of  editorial  work. 

Mr.  Burton  is  employed  as  information  and  editorial  specialist  with  the  Office 
for  Food  and  Feed  Conservation,  working  on  programs  designed  to  help  conserve 
the  Nation's  food  and  feed  supplies,  by  explaining  and  interpreting  the  objectives 
of  the  voluntary  food  and  feed  conservation  program  to  the  manufacturing  and 
processing  industry,  which  includes  distillers,  brewers,  millers,  bakers,  food  and 
feed  manufactures,  and  industrial  food  users,  for  the  purpose  of  securing  their 
cooperation  and  participation. 

Jacob  B.  Wyckoff,  consultant,  DA-26 

Mr.  Wyckoff  graduated  in  1908  from  Pennsylvania  State  College;  his  business 
experience  has  been:  1908-10,  with  the  Wilkes-Barre,  Pa.,  Gas  &  Electric  Co., 
in  charge  of  advertising  and  sales  promotion;  1910-12,  with  the  Westinghouse 
Lamp  Co.  as  assistant  in  the  production  department  working  on  lamp  schedules 
and  production  problems;  1912-14,  with  the  Intertype  Corp.,  New  York  City, 
as  salesman  for  a  new  typesetting  machine;  1916-18,  with  the  New  York  Times 
on  promotional  work  for  various  Times  publications,  chiefly.  Annalist  and  Current 
History;  1916-18,  also,  with  Colt-Stratton  Co.,  New  York  City,  in  charge  of 
sales  promotion  of  Dodge  Bros,  cars;  1918-36,  with  the  United  States  Chamber 
of  Commerce,  Washington,  D.  C,  as  assistant  business  manager,  and  for  13 
years  as  business  manager  of  Nation's  Business,  during  which  time  the  publica- 
tion grew  from  a  liability  to  an  asset. 

From  1936  to  1938  Mr.  Wyckoff  was  president  of  the  Manufacturers'  News 
Bureau,  Washington,  D.  C,  which  he  foimded.  He  was  assistant  to  the  Assistant 
Secretary  of  Commerce,  1938-39,  representing  the  Assistant  Secretary  in  his 
dealings  with  the  heads  of  various  divisions  of  the  Bureau  of  Foreign  and  Domestic 
Commerce. 

As  head  marketing  specialist  with  Surplus  Marketing  Administration,  1939-42, 
it  was  his  responsibility  to  plan,  develop,  and  direct  programs  designed  to  en- 
courage the  exportation,  diversion,  and  domestic  consumption  of  major  agricul- 
tural commodities  and  byproducts,  and  to  develop  new  and  expanding  marketing 
programs. 

From  1942  to  1947,  as  special  assistant  to  the  Administrator  of  Production  and 
Marketing,  he  was  responsible  for  leadership  and  coordination  in  the  field  of 
priorities;  acted  as  liaison  agent  with  the  Office  for  Agricultural  War  Relations 
and  worked  through  that  Office  with  WPB  and  other  agencies.  Mr.  Wyckoff 
was  also  Chief,  Plant  Financing  Division  of  Production  and  Marketing  Adminis- 
tration, handling  financing  of  Government-owned  food-  and  feed-processing 
plants  and  all  contractual  relations  with  such  facilities. 

Mr.  Wyckoff  is  on  detail  to  the  Office  for  Food  and  Feed  Conservation  to 
conduct  special  projects  relating  to  the  conservation  of  waste  in  food  and  feed  in 
industry. 

Molly  Flynn,  program  specialist,  CAF-12 

Miss  P'lynn  was  on  the  staff  of  the  Swarthmore  Chautauquas  from  June  1927 
to  January  1929.  Her  duties  were  to  develop  junior  citizenship,  handicraft,  and 
recreation  activities  for  children.  She  published  two  volumes  of  children's  stories, 
did  lecture  work,  and  radio  broadcasting. 


517 

She  spent  considerable  time  with  the  National  Community  Foundation  organiz- 
ing community  planning  committees,  conducting  surveys  of  educational  and 
recreational  services  and  facilities  in  each  community,  and  initiating  resultant 
programs. 

She  accepted  a  position  with  the  Department  of  the  Interior  (Virgin  Islands) 
in  March  1931.  This  position  involved  school  and  community  planning,  setting 
up  workshops  and  training  institutes  for  native  teachers,  and  organizing  the  Virgin 
Islands  Native  Craft  Cooperative.  Her  duties  included  helping  in  developing 
playgrounds  for  children,  as  well  as  arranging  adult  education,  and  the  publica- 
tion of  manuals  and  directives  for  regional  and  State  offices. 

In  March  1942  she  was  employed  by  the  Federal  Office  of  Civilian  Defense. 
Miss  Flynn  acted  as  liaison  with  the  Department  of  Agriculture,  War  Food  Ad- 
ministration, and  OPA.  She  participated  in  the  organization  of  defense  councils, 
Federal  and  State  relationships,  civilian  participation  in  war  programs  related  to 
agriculture  and  food. 

From  1944  until  April  of  1948,  Miss  Flynn  was  employed  by  UNRRA.  She  was 
appointed  displaced  persons  officer  and  then  Deputy  Director,  Repatriation 
Division,  Middle  East  Office.  The  areas  included  in  this  Office  were  India,  Egj^pt, 
Palestine,  Lebanon,  East  Africa,  and  Ethiopia. 

In  the  Office  for  Food  and  Feed  Conservation,  Miss  Flynn  is  responsible  for 
planning  the  cooperation  of  women's  organizations  in  the  promoting  of  voluntary 
food  and  feed  conservation.  She  serves  as  liaison  representative  with  the  women's 
organizations  and  provides  them  with  material  to  promote  the  achievement  of  this 
program. 

Monday,  May  17,  1948. 

ASSISTANCE  TO  GREECE  AND  TURKEY 

STATEMENTS  OF  HON.  KENNETH  EOYALL,  SECRETARY  OF  THE 
DEPARTMENT  OF  THE  ARMY;  GEORGE  McGHEE,  COORDINATOR 
FOR  ASSISTANCE  TO  GREECE  AND  TURKEY,  LT.  COL.  J.  F. 
RODDY,  ASSIGNED  FROM  GREEK  MISSION,  LT.  COL.  CHARLES 
I.  DAVIS,  LOGISTICS  DIVISION,  AND  LT.  COL.  S.  F.  CRAWFORD, 
PLANNING  AND  ORGANIZATION  DIVISION,  DEPARTMENT  OF 
THE  ARMY 

Mr.  WiGGLESwoRTH.  Gentlemen,  we  have  the  request  before  us 
this  morning  contained  in  House  Document  No.  639  for  further  aid 
to  Greece  and  Turkey  in  the  amount  of  $275,000,000. 

General  Statement 

I  assume,  Mr.  Secretary,  you  have  some  general  statement  you 
wish  to  make  to  the  committee? 

Secretary  Royall.  Yes.  As  you  know,  these  funds  are  entirely 
for  military  use.  I  have  outlmed  a  few  considerations,  and  then 
perhaps  you  would  like  to  ask  some  questions  in  resj)onse  to  which  I 
will  furnish  information,  and  if  I  cannot  my  staff  will. 

We  think,  as  we  did  originally,  that  Greece  and  Turkey  are  quite 
vital,  from  the  military  standpoint  as  well  as  from  the  standpoint  of 
the  diplomacy  of  the  State  Department,  and  I  will  not  try  to  restate 
the  reasons  which  have  been  stated  to  the  committee  when  the  original 
$400,000,000  was  appropriated,  except  to  say  that  certainly  the 
importance  has  not  been  decreased  by  the  Palestine  situation. 

Mr.  Stefan.  Will  you  say  that  again. 

Secretary  Royall.  The  importance  of  strengthening  these  two 
countries  has  not  been  decreased  by  the  Palestine  situation. 

Mr.  Stefan.  I  see. 
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Secretary  Royall.  In  Greece,  because  of  the  assistance  we  got 
from  this  program  and  what  was  done,  considerable  progress  has 
been  made  in  recent  months  and  weeks  as  the  result  of  the  first 
really  organized  corps  unit  campaign. 

The  question  sometimes  arises:  Why  do  we  need  so  many  men 
and  so  much  equipment  to  fight  so  few?  The  Greek  Army  now  runs 
to  about  147,000,  of  which  15,000  is  a  m^ore  or  less  temporary  increase, 
leaving  about  132,000. 

The  estimate  of  the  number  in  the  guerrilla  force  is  about  25,000, 
although  their  estimate  has  been  varying  up  and  down. 

The  reason  for  the  disparity  is,  in  the  first  place,  it  is  necessary  for 
the  Greek  troops  to  provide  garrison  against  imexpected  and  unpre- 
dictable attacks  from  the  guerrillas,  who  have  made  quite  a  reputation 
for  their  ferocity.  The  second  thing  is  that  the  guerrillas,  by  their  very 
natm^e,  are  not  themselves  static  and  their  exact  location  is  frequently 
indefinite.  And  a  third  thing  is  that  there  has  undoubtedly  been 
support  at  various  points,  by  the  adjoining  countries. 

Those  three  factors  have  made  it  necessary  to  have  considerably 
greater  numbers  of  troops  to  combat  the  guerrillas,  and  that  is  not 
strange,  because  we  have  had  the  same  situation  in  she  Philippines 
with  Aguinaldo;  and  with  Villa  in  Mexico  and  with  Sandro  in  Nica- 
ragua. It  alwa^^s  was  considerably  more  difficult  and  more  trouble- 
some to  fight  a  guerrilla  band,  particularly  in  cases  as  this,  where  they 
have,  long,  mountainous,  vulnerable  frontiers  bordering  Albania, 
Yugoslavia,  and  Bulgaria. 

With  the  help  of  this  program  considerable  progress  has  been 
made;  it  has  given  them  a  corps  of  132,000,  and  has  given  them  equip- 
ment to  create  a  national  guard  of  about  50,000  so  that  the  regular 
corps  coidd  be  relieved. 

Already  there  has  been  spent,  in  the  past  year,  $173,000,000,  which 
is  about  50  percent  of  the  total  sum  earmarked  imder  the  first  legis- 
lation. 

There  has  been  a  steady  war  of  attrition  first  against  the  guerrillas 
through  more  or  less  isolated  and  sporadic  efforts  as  they  could  find 
them,  to  attack  them,  but  with  the  establishment  of  the  national 
guard  and  with  what  they  have  they  have  already  undertaken  to 
plan  defensive  operations. 

I  think  it  may  be  of  interest  to  the  committee  if  we  were  to  give  you, 
as  soon  as  I  have  finished  this  part  of  my  statement,  a  graphic  represen- 
tation  of  just  what  has  been  accomplished.  It  will  not  take  very  long 
and  I  Avili  ask  Colonel  Rodd}^  at  a  little  later  time  to  present  that  to 
you. 

Some  of  the  recent  operations  have  been  very  successful;  they  had 
a  veiy  successful  campaign  in  which  about  2,000  guerrillas  were  either 
killed  or  taken  prisoner — I  think  about  800  or  900  were  killed  and  the 
rest  were  taken  prisoner,  with  a  comparative  small  loss,  about  200, 
total  loss,  on  the  part  of  the  Greek  Army. 

They  are  planning  a  subsequent  campaign  of  a  somewhat  general 
nature,  and  the  hope  is  that  they  will  be  successful. 

Already  there  has  been  noted  a  considerable  decrease  in  the  morale 
of  the  guerrilla  ranks.  That  is  indicated  by  the  bombastic  proclama- 
tion that  the  leaders  are  issuing,  the  rumors  they  are  spreading,  that 
assistance  will  come  from  the  neighboring  states,  and  it  is  based  upon 
interrogation  of  guerrilla  prisoners  who  are  found  to  be  not  only  tired 
physically  but  also  to  be  low  in  spirit. 
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While  the  giicmllas  are  still  numerous  as  indicated  by  the  sabotage, 
it  begins  to  look  as  if  the  tide  has  definitely  turned  and  if  this  present 
program  can  be  continued  that  real  results  will  be  obtained,  yet  there 
is  still  a  great  deal  of  activity  and  resorting  to  terrorism  and  still 
attacks  being  made  on  the  morale  of  the  G'-eek  Nation  itself.  The 
degree  of  success  of  the  morale  of  the  Greeks  depend  in  very  large 
part  upon  the  knowledge  that  the  Greeks  can  continue  their  present 
course. 

I  will  not  attempt  to  get  into  the  State  Department  field  or  the 
diplomatic  sphere,  as  I  am  sure  that  will  be  covered  by  the  State 
Department  more  adequately. 

"We  hope  with  the  expenditure  of  thesy  funds  to  get  the  guerrilla 
problem  to  police  proportions  rather  than  to  military-operation  propor- 
tions, and  if  that  can  be  done,  why,  of  course,  we  will  be  moving  a  long 
way  both  financially  and  otherwise  in  what  was  once  considered  quite 
a  dangerous  situation. 

I  have  been  talking  more  about  the  Greek  situation,  because  they 
get  most  of  the  monej^,  but  I  would  not  minimize  the  Turkish  situation. 

Mr.  Stefax.  How  much  is  Greece  to  get? 

Secretary  Royall.  I  think  the  division  is  about  $200,000,000  for 
Greece  and  $75,000,000  for  Turkey. 

"While  the  Turldsh  problem  has  not  been  as  dramatic,  because  there 
has  been  no  actual  combat  going  on,  it  certainly  is  vitally  important 
to  the  security  of  the  Middle  East  and  the  Near  East.  If  Greece 
should  fall,  the  Communist  position,  with  reference  to  Turkey,  would 
be 

Mr.  Stefax  (interposing).     Who  is  chief  of  the  military  in  Turkey? 

Secretary  Royall.  General  McBride. 

Mr.  Stefan.  Who  is  it  in  Greece? 

Secretary  Royall.  General  Van  Fleet  and  General  Harper,  his 
assistant 

Mr.  Stefa^t.  In  Greece? 

Secretary  Royall.  Yes. 

Mr.  Stefan.  General  Logan  and  General  McBride  in  Turkey  and 
General  Harper  in  Greece? 

Secretary  Royall.  McBride  in  Tmkey  and  "Van  Fleet  and  Harper, 
assistant  to  General  Van  Fleet. 

Mr.  Stefan.  What  was  the  money  division  you  gave  of  this 
request? 

Secretary  Royall.  $200,000,000  for  Greece  and  $75,000,000  for 
Turkey. 

Of  course,  if  Turkey  should  be  endangered  either  by  military  action 
or  by  thi^eat  of  military  action  the  position  of  Greece  would  be  appa- 
rent; they  are  mutually  dependent. 

Of  course  Greece's  democracy  is  one  of  the  great  historical  facts; 
their  resistance  to  thi'eat  agamst  then-  democracy,  the  sphit  in  which 
they  have  demonstrated  it  is  too  well  kno\\Ti  to  require  repetition. 

During  the  period  since  the  end  of  the  war,  Turkey  has  been  singu- 
larly successful  in  defense  of  democracy.  In  the  first  place  she  is 
surrounded  on  three  sides  b}"  the  totalitarian  nations.  She  has  a 
homogeneous  population,  which  is  of  great  assistance;  she  has  very 
stable  political  institutions  which  are  well  worth  maintaining.  They 
are  truly,  today,  buKvarks  against  the  spread  of  conmiunism  down  ihe 
eastern  side  of  the  Mediterranean  and  down  into  the  middle  eastern 
coimtries. 
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The  Turkish  armed  forces  have  shown  g:i-eat  aptitude  for  learning 
to  use  American  equipment  and  American  mihtary  system,  as  have 
the  Greeks,  and  if  this  aid  is  continued,  we  will,  of  course,  assist  their 
ability  to  overcome  the  guerrillas  and  put  the  problem  on  a  police 
basis,  and  their  military  equipment  will  be  strengthened. 

I  believe  the  accomplislmients  up  to  date,  while  they  perhaps  are 
not  what  we  would  like  to  have  had,  have  been  considerable  and 
have  fully  justified  both  the  appropriations  that  have  been  made  and 
justified  their  continuance. 

I  wonder  if  you  would  be  interested  in  having  Colonel  Roddy  give 
you  a  very  brief  summary  of  what  has  happened. 

EXPENDITURES  OF  GREECE  AND  TURKEY  FOR  MILITARY  PURPOSES 

Mr.  Cannon.  I  take  it  for  granted,  Mr.  Secretary,  from  your  state- 
ment that  both  the  Greek  and  Turkish  Governments  are  spending  a 
disproportionate  part  of  their  budgets  for  military  purposes. 

Secretary  Royall.  Yes. 

Mr.  Cannon.  And  the  situation  is  beyond  their  power  to  finance? 

Secretary  Royall.  Oh,  yes;  they  could  not  possibly  do- it;  that  is 
true  in  both  countries.    ^^  hat  you  have  stated  is  entirely  accurate. 

Mr.  WiGGLESwoRTH.  Mr.  Secretary,  when  you  make  that  statement 
what  is  the  implication  of  it;  does  it  mean  that  there  is  no  hope;  that 
the  problem  of  military  assistance  is  a  continuing  one? 

Secretary  Royall.  Well,  m  the  case  of  Greece,  if  these  areas  of 
Communist  control  or  tlu-eatened  control  can  be  eliminated  and  they 
can  get  back  so  that  it  is  purely  a  police  problem,  to  deal  with  sporadic 
attacks  of  a  small  number,  I  certainly  think  there  will  be  a  decrease 
m  the  requu'ements. 

Mr.  WiGGLESwoRTH.  I  woidd  say  that,  of  course,  would  follow, 
but  you  have  made  some  rather  general  statements 

Secretary  Royall  (interposing).  I  think  we  have  to  make  general 
statements  now,  but  I  think  the  chance  is  very  strong  that  it  can  be 
put  on  a  police  basis 

Mr.  WiGGLESwoRTH  (interposing).  In  what  time? 

Secretary  Royall.  Well,  we  have  very  great  hopes — what  woiJd 
you  say.  Colonel  Roddy,  in  2  years  or  a  year  and  a  half? 

Colonel  Roddy.  I  would  say  the  aim  of  the  present  mihtary  opera- 
tion is  to  break  the  back  of  the  guerrilla  movement  this  summer. 

Secretary  Royall.  But  we  realize  that  it  may  go  into  another 
summer. 

Colonel  Roddy.  Yes. 

Secretary  Royall.  That  is  the  way  I  w^ould  say  it,  but  Colonel 
Roddy  can  tell  you  what  has  been  done. 

Mr.  WiGGLESWoRTH.  There  may  be  some  general  questions  before 
we  get  to  that  phase  of  the  discussion. 

Secretary  Royall.  Yes. 

EFFECT    OF    PALESTINE    SITUATION    UPON    GREEK-TURKEY    PROGRAM 

Mr.  Stefan.  I  have  some  general  question  concerning  some  state- 
ments you  made,  Mr.  Secretary. 

You  said  that  the  Palestine  situation  has  not  been  minimized  by 
the  expectation  of  the  $275,000,000  for  Greece  and  Turkey,  which 
will  be  divided,  $75,000,000  for  Turkey  and  $200,000,000  for  Greece. 
What  did  you  mean  by  that? 
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Secretary  Royall.  I  merely  meant  the  fact  is  that  at  the  present 
time  the  activities  in  Palestine  create  a  more  unstable  situation  than 
we  have  had  in  the  past,  increasing  the  danger  to  the  Aliddle  East  to 
some  extent,  and  therefore  it  makes  it  all  the  more  important  that  the 
Turkish,  and  particularly  the  Greek  situation  to  some  extent  be  buffers 
against  the  encroachment  of  communism  in  the  Middle  East,  which 
increases  rather  than  decreases  the  importance  of  this  assistance. 

Mr.  Stefan.  Has  the  recognition  of  Israel  as  a  new  state  with  a 
diplomatic  status  had  any  effect  on  your  statement? 

Secretary  Royall.  I  am  no  authority  on  it,  but  the  recognition 
did  not  strike  me  as  being  as  important  as  the  fact  that  there  was 
actual  conflict  going  on. 

Mr.  Stefan.  Has  the  embargo  on  arms  been  lifted? 

Secretary  Royall.  Not  that  I  know  of. 

Mr.  Stefan.  Do  you  know  if  it  will  be? 

Secretary  Royall.  I  do  not  know. 

Mr.  Stefan.  You  have  no  mformation? 

Secretary  Royall.  I  have  no  information  about  it. 

Mr.  Stefan.  You  made  the  statement  that  the  Greek  Army  had 
killed  quite  a  few  guerrillas? 

Secretary  Royall.  Yes. 

Mr.  Stefan.  And  theu"  success  had  an  effect  upon  the  morale  of 
the  guerrillas? 

Secretary  Royall.  Yes. 

Mr.  Stefan.  As  indicated  by  information  gained  from  questioning 
of  prisoners? 

Secretary  Royall.  Yes. 

Mr.  Stefan.  Do  you  Icnow  if  there  were  any  Bulgarian  or  Yugo- 
slavian soldiers  among  the  prisoners? 

Secretary  Royall.  ]\Iy  information  is- — and  if  I  am  not  correct  I 
hope  someone  \\ill  correct  me — but  as  far  as  I  know  they  discovered 
no  non-Greeks  in  the  guerrilla  forces. 

Mr.  Stefan.  You  referred  to  continued  possible  support  from 
Yugoslavia,  Bulgaria,  and  the  other  satellites,  even  though  that  opera- 
tion ^\-ill  probably  be  minimized  by  next  summer. 

Secretary  Royall.  So  far  as  our  information  at  present  is  con- 
cerned— that  is  logistic,  supplying  their  base  areas  for  training,  and 
so  on.  We  have  nothing  to  indicate  that  any  of  the  troops  or  citizens 
of  those  countries  have  actually  engaged  in  hostilities;  at  least,  that 
was  the  latest  ir formation  we  had. 

Colonal  Roddy.  Yes. 

Mr.  Stefan.  You  also  stated  that  the  Tiu-ldsh  Army  and  soldiers 
are  better  acquainted  with  American  equipment. 

Secretary  Royall.  Which  thej  have  from  us. 

equipment  used  by  greek  and  TURKISH  TROOPS 

Mr.  Stefan.  TMiat  is  the  situation  with  the  Greek  troops? 

Secretary  Royall.  They  have  demonstrated  their  ability  to  use  it  to 
some  extent. 

Mr.  Stefan.  I  thought  we  were  bujdng  British  equipment. 

Mr.  McGhee.  About  $32,000,000  this  year. 

Mr.  Stefan.  I  thought  the  purpose  was  to  buy  British  equipment, 
British  uniforms  and  British  ammunition  to  be  used  in  that  area. 
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Secretary  Royall.  We  did. 

Mr.  Stefan.  What  is  the  situation  there;  are  they  using  British  or 
American  equipment? 

Secretary  Royall.  Well,  we  are  fm-nishing  equipment  and  we  are 
giving  them  organizational  instructions,  which  of  course  we  started 
with  British,  with  some  British  equipment. 

Mr.  Stefan.  That  is  what  I  understood  from  the  last  testimony. 

Secretary  Royall.  We  are  not  making  any  too  radical  a  change, 
but  they  are  getting  improved  weapons. 

Mr.  Stefan.  It  is  a  combination  in  Greece  and  American  entirely 
in  Tm-key;  is  that  right? 

Secretary  Royall.  Well  I  do  not  know 

Mr.  McGhee.  It  is  a  combination  to  Turkey. 

Secretary  Royall.  They  have  had  some  available. 

Mr.  Mc:Ghee.  We  have  furnished  considerable  United  States  arms 
to  Turkey. 

Mr.  Stefan.  The  Secretary  indicated  that  they  are  being  pretty 
well  versed  in  the  use  of  American  arms? 

Secretary  Royall.  That  is  right.  With  the  arms  which  we  fur- 
nished they  are  being  trained  and  are  using  them  effectively. 

Mr.  Stefan.  Wliat  are  they  doing  with  the  British? 

Secretary  Royall.  I  do  not  know. 

Mr.  Stefan.  They  are  using  them? 

Secretary  Royall.  I  do  not  think  they  are  throwing  anything 
away;  they  use  everything  that  they  have. 

Mr.  Stefan.  What  is  the  story  in  Greece? 

Secretary  Royall.  We  furnished  some  British  ammunition  from 
America;  and  Turkey,  we  furnished  some  ammunition,  because  the 
equipment  was  potentially  British;  and  in  tm'n  they  got  some  equip- 
ment from  various  somxes.  Of  course,  we  are  training  them,  instruct- 
ing them  in  tactics  and  in  organization  and  in  the  use  of  what  they 
have  as  well  as  what  we  have  im-nished  them. 

Mr.  Stefan.  I  am  interested  to  know  how  far  we  are  going  in 
Greece  in  the  cooperation  program,  in  the  pm-chase  of  British  uniforms 
from  the  British  for  the  use  of  the  forces  in  Greece. 

Secretary  Royall.  I  do  not  believe  we  have  anvthing  here  for  that. 

Mr.  McGhee.  I  think  there  is  some  $32,000,000 

Mr.  Stefan.  At  least  that  was  the'  testimony  for  the  first  appro- 
priation. 

Colonel  Davis.  About  $35,000,000. 

Secretary  Royall.  About  $35,000,000  was  the  total  British  figures 
for  equipment  and  arms? 

Colonel  Davis.  We  have  acquired  from  the  British,  because  the 
Greek  arms  and  the  Greek  ammunition  and  equipment,  of  the  broad 
type,  was  British,  and  this  is  to  maintain  their  equipment,  and  we 
have  bought  a  certain  amount  of  replaceinents,  in  some  cases,  where 
the  Army  could  not  get  replacements  in  Britain. 

Mr.  Stefan.  How  much  of  the  $200,000,000  requested  for  the 
fiscal  year  1949  is  going  to  purchase  British  equipment? 

Secretary  Royall.  Is  there  any? 

Colonel  Davis.  About  $35,000',000. 

Mr.  Stefan.  It  is  about  the  same  as  the  other  appropriation? 

Colonel  Davis.  We  are  still  getting  some  ammunition  from  them. 

Mr.  Stefan.  $35,000,000  from  the  British? 
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Colonel  Davis.  About  $35,000,000  is  in  here. 

Mr.  Stefan.  A^Hiat  was  that  amount? 

Colonel  Davis.  Between  30  and  35  million  dollars  out  of  the  200 
million  dollars  requested  for  this  year. 

Secretary  Royall.  That  is  largely  for  replacement  of  parts,  is  it 
not? 

Colonel  Davis.  That  is  right. 

Secretary  Royall.  And  for  ammunition? 

Colonel  Davis.  Ammunition  and  equipment. 

Secretary  Royall.  And  equipment? 

Mr.  Stefan.  And  uniforms? 

Colonel  Davis.  And  uniforms,  in  some  cases.  In  some  cases  we 
provide  uniforms,  and  where  because  we  could  provide  them  cheaper, 
we  got  them  from  Britain. 

Mr.  Stefan.  What  kind  of  uniforms  are  they  using? 

Colonel  Davis.  Both  winter  and  summer;  combat  uniforms. 

Mr.  Stefan.  British  uniforms? 

Colonel  Davis.  Yes. 

Mr.  Stefan.  And  the  uniforms  you  will  buy  are  supposedly  British 
uniforms? 

Colonel  Davis.  They  will  be  the  same  type  of  uniform. 

Mr.  Stefan.  Air.  Secretary,  when  will  Governor  Griswold  come 
back? 

Mr.  McGhee.  He  plans  to  arrive  Wednesday  of  this  week. 

Mr.  Stefan.  Wednesday  of  this  week. 

Mr.  McGhee.  Yes. 

Mr.  Stefan.  There  is  no  request  here  for  civilian  requirements? 

Mr.  McGhee.  No;  there  is  a  small  amount  for  administration. 

Mr.  Stefan.  That  is  State  Department? 

Mr.  McGhee.  Yes. 

Mr.  Stefan.  Do  you  call  $100,000  a  small  amonnt? 

Mr.  ATcGhee.  It  is  one-third  of  the  amount  at  present. 

Mr.  Stefan.  What  are  you  going  to  do  with  that?  I  understood 
the  Secretary  to  say  this  was  purely  military. 

Secretary  Royall.  No. 

Mr.  Stefan.  That  was  purely  for  military  purposes. 

Mr.  McGhee.  As  you  know,  the  Secretary  of  State  is  responsible 
for  effectuating  this  program,  and  has  certain  responsibilities  in  con- 
nection with  accountabihty  of  funds  in  the  program,  and  for  making 
reports  to  the  Congress,  and  there  are  certain  aspects  of  the  program 
which  do  not  require  fimds  but  which  do  require  the  devc^lopment  of 
the  State  Department's  position  with  respect  to  the  program. 

estimate  foe  AMERICAN  MISSION  IN  GREECE 

Mr.  Stefan.  There  is  another  item  here  of  $375,000  for  the  Amer- 
ican mission  in  Greece.     What  is  that  for? 

Mr.  McGhee.  What  figure  was  that? 

Mr.  Stefan.  Then  $100,000  we  would  take  up  with  the  State 
Department. 

Mr.  McGhee.  Yes.  The  figure  of  $375,000  corresponds  to  the 
figure  of  4.2  million  dollars  asked  for  last  year  for  the  American 
Alission  for  Aid  to  Greece. 
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Mr.  Stefan.  Has  this  budget  been  cleared  through  Governor  Gris- 
wold,  head  of  the  mission  in  Greece? 

Mr.  McGhee.  These  particular  figures  have  not. 

Mr.  Stefan.  He  has  not  seen  them.  Will  he  appear  before  the 
committee  to  justify  these  figures  when  he  arrives? 

Mr.  McGhee.  It  was  not  anticipated  that  he  would;  we  are  pre- 
pared to  justify  them. 

Mr.  Stefan.  Has  he  seen  these  figiu-es  or  the  justifications? 

Mr.  McGhee.  All  of  these  justifications  originatd  with  recom- 
mendations he  made.  After  the  allocation  of  personnel  of  the  present 
civilian  mission  to  Greece,  as  between  the  EGA  mission  which  will  be 
set  up  and  this  program,  there  is  a  small  residue  left,  under  Public 
Law  75,  which  has  been  justified  here 

Mr.  Stefan  (interposing).  Is  it  the  intention  that  Mr.  Griswo'd's 
work  will  be  terminated  as  soon  as  the  EGA  comes  in? 

Mr.  McGhee.  No.  There  is  no  plan  for  that;  at  the  moment,  I 
understand  Mr.  Hoft'man  will  ask  Mr.  Griswold  to  remain  on  an 
interim  basis  until  such  time  as  he  chooses  to  leave,  and  when  he 
decides  to  leave  Mr.  Hoffman  probably  will  name  a  successor  to  head 
up  the  EGA  program  in  Greece. 

Mr.  Stefan.  Mr.  Griswold  appeared  before  the  committee  and 
indicated  that  his  job  was  just  for  1  year. 

Mr.  McGhee.  That  is  correct,  and  he  made  a  public  statement  to 
that  effect. 

Mr.  Stefan.  I  would  like  to  know,  and  I  thinlv  the  committee  is 
entitled  to  have  some  information  concerning  the  American  mission  in 
Greece,  and  the  quarter  million  dollars,  plus  $100,000  for  the  State 
Department,  for  administrative  purposes,  and  I  wonder  if  there  is 
anybody  here  who  can  tell  us  how  much  money  is  left  in  the  regular 
mission  that  was  appropriated  for  that  purpose  by  this  committee. 

Mr.  McGhee.  This  is  not  to  start  until  June  30  of  this  year. 

Mr.  Wigglesworth.  I  suppose  you  will  cover  that  when  we  reach 
that  item? 

Mr.  McGhee.  Yes. 

Mr.  Stefan.  Mr.  Griswold  will  be  home  Wednesday  and  will  be 
available  to  us  if  the  committee  wants  to  hear  him? 

Mr.  McGhee.  Yes,  I  think  he  would  be. 

Mr.  Mahon.  Is  it  contemplated  that  Mr.  Griswold  will  continue  to 
be  chief  of  the  mission  for  operatmg  this  program  in  Greece? 

Mr.  McGhee.  Mr.  Griswold  has  announced  publicly  that  he  in- 
tended to  sever  his  connection  with  the  program  at  the  end  of  the  year; 
that  is  what  he  originally  said.  So  far  as  I  know  the  actual  date  has 
not  been  determined. 

ALLOCATION    OF    CUERENT    APPROPRIATIONS    FOR    MILITARY    PURPOSES 

Mr.  Wigglesworth.  Let  me  ask  you,  Mr.  Secretary,  of  the 
$400,000,000  that  was  made  available  this  fiscal  year,  $300,000,000 
for  Greece  and  $100,000,000  for  Turkey,  the  $100,000,000  for  Turkey 
was  all  on  the  military  side? 

Mr,  McGhee.  Yes,  sir. 

Mr.  Wigglesworth.  How  much  of  the  $300,000,000  for  Greece 
evas  for  military  pm'poses? 

Mr.  McGhee.  OriginaUy  it  was  roughly  50-50,  $150,000,000  for 
military  and  $150,000,000  for  relief. 
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Mr.  WiGGLESWOETH.  Was  that  the  way  it  was  spent? 

Mr.  McGhee.  No;  in  fact,  more  of  it  was  allocated  to  the  military. 

Secretary  Royall.  $173,000,000  of  the  $300,000,000  was  spent  for 
military.     I  think  I  have  already  stated  that. 

Mr.  WiGGLESwoRTH.  Of  tliis  request  that  is  before  us  you  have 
already  indicated  that  it  is  contemplated  that  $75,000,000  will  go  to 
Turkey  and  $200,000,000  to  Greece  for  military  purposes. 

Secretary  Royall.  That  is  right. 

Air.  Wiggles  WORTH.  Subject  to  the  two  items  Mr.  Stefan  just 
referred  to. 

Secretary  Royall.  Yes. 

STATUS    OF   TURKISH    SITUATION 

Mr.  WiGGLESWOETH.  And  you  have  indicated  that  if  and  when  you 
can  reduce  the  guerrilla  problem  to  a  pohce  problem  in  Greece  you 
think  that  there  is  fair  a  chance  that  the  amount  of  our  mihtary 
assistance  woidd  decrease.  What  is  your  opinion  in  respect  to  the 
Turkish  picture? 

Secretary  Royall.  Well,  I  do  not  think  we  will  have  to  go  in 
Turkey  any  more  unless  tlie  situations  get  more  critical  than  they  are. 

Mr.  WiGGLESWOETH.  I  realize  the  importance  of  the  situation 
there,  but  nw  impression  is  that  it  was  thought  when  that  $100,000,000 
was  made  available  for  this  fiscal  year  with  a  view  to  strengthening 
her  military  set-up  that  that  would  be  sufficient.  Now,  you  are  coming 
in  and  asking  for  $75,000,000  more,  and  I  am  interested,  in  a  general 
way  in  knowing  why,  and  how  long  you  think  it  is  probable  that  this 
aid  will  continue? 

Secretary  Royall.  It  is  our  hope  and  belief  that,  as  far  as  Turkey 
is  concerned,  it  will  not  have  to  be  continued  f mother. 

Mr.  WiGGLESWOETH.  Was  not  that  the  hope  and  belief  in  respect  to 
the  $100,000,000  when  that  appropriation  was  requested  for  this  fiscal 
year? 

Secretary  Royall.  Yes,  I  imagine  it  was.  I  do  not  laiow,  and  I 
did  not  testify  in  those  hearings,  and  I  am  not  familiar  with  exactly 
what  was  said,  but  I  am  confident  that  they  did  not  anticipate  that 
certainly  this  much  more  would  have  to  be  asked  for  this  year,  but  in 
oiu"  opinion  the  conditions  require  it. 

Mr.  WiGGLESWOETH.  Has  there  been  a  change  in  the  situation,  or 
did  we  underestimate  the  amount  of  equipment  necessary? 

Secretary  Royall.  I  am  not  familiar  with  how  that  estimate  was 
made.     I  am  confident  there  must  have  been  some  underestimation. 

Mr.  WiGGLEswoRTH.  Mr.  Case. 

Mr.  Case.  Mr.  Secretary,  I  notice  in  your  statement  you  state — 

Eyewitness  observations  have  confirmed  the  fear  that  direct  military  aid  is 
being  furnished  the  Greek  guerrillas  by  the  northern  neighbors  of  Greece. 

Secretary  Royall.  Yes. 

Mr.  McGhee.  I  tliinlv  you  are  reading  from  my  statement,  Mr. 
Case. 

Mr.  Case.  Have  you  made  this  statement  yet? 

Mr.  McGhee.  No,  sir;  I  have  not  made  it  yet,  Mr.  Case. 

Mr.  Case.  It  was  in  front  of  me,  and  I  thought  you  had  made  it. 

Secretary  Royall.  I  did  not  follow  any  WTitten  statement  this 
morning. 
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NUMBER    OF    GUERRILLA    TROOPS    IN    GREECE 

Mr.  Case.  How  many  giiemlla  troops  are  there  in  Greece? 

Secretary  Royall.  It  was  estimated  at  25,000.  I" do  not  know  w^ho 
made  those  estimates  here. 

Mr.  Case.  Mr.  Secretary,  that  estimate  of  25,000  was  made  as  of 
what  date? 

Secretary  Royall.  I  do  not  remember  the  exact  date  of  the 
estimate. 

Mr.  Case.  Was  it  made  at  the  outset  of  this  program? 

Secretary  Royall.  No;  I  think  it  was  estimated  as  less  at  that  time. 
I  know  the  first  estimates  given  were  around  18,000  or  20,000. 

Mr.  Case.  About  18,000  or  20,000? 

Secretary  Royall.  Yes,  sir;  last  fall. 

Mr.  Case.  And  they  have  gone  up  to  25,000? 

Secretary  Royall.  That  is  right. 

Mr.  Case.  What  is  the  estimate  today? 

Secretary  Royall.  I  would  say  around  23,000. 

Mr.  Case.  Twenty-thixe  thousand? 

Secretary  Royall.  Yes.  I  have  not  heard  any  later  figures,  and 
I  took  the  colonel's  statement  on  that. 

JMr.  Case.  When  you  say  the  colonel's  statement,  you  are  referring 
to  what  colonel's  statement? 

Secretary  Royall.  Colonel  Roddy  of  our  Plans  and  Operations 
Division. 

Mr.  Case.  And  he  has  recently  returned  from  Greece? 

Secretary  Royall.  Yes,  sir;  he  has  recently  returned  from  Greece. 

Mr.  Case.  Twenty-three  thousand? 

Secretary  Royall.  Yes,  sir. 

allocation  of  current  appropriations  for  military  purposes 

Mr.  Case.  The  military  allocation  from  the  funds  last  year  was 
how  much? 

Secretary  Royall.  In  Greece? 

Mr.  Case.  Yes. 

Secretary  Royall.  Actually  there  was  finally  $173,000,000, 

Mr.  Case.  $173,000,000? 

Secretary  Royall.  Yes,  sir. 

Mr.  Case.  And  you  are  asking  now  for  how  much  for  military 
operations  there? 

Secretarv  Royall.  $200,000,000. 

Mr.  Case.  $200,000,000  even? 

Secretary  Royall.  It  is  $199,600,000. 

Mr.  Case.  I  had  seen  somewhere  the  figure  of  $275,000,000,  but 
on  the  other  hand  that  is  for  a  15  months'  period. 

Secretary  Royall.  I  am  speaking  of  Greece,  and  Turkey  is  $75,- 
000,000.     That  makes  about  $275,000,000. 

Mr.  Case.  $200,000,000,  plus  $173,000,000  would  a  total  of 
$373,000,000,  with  $173,000,000  in  Greece  to  accomplish  the  en- 
compassing of  25,000  guerrillas. 

Secretary  Royall.  That  is  about  right. 

Mr.  Case.  Had  you  ever  thought  of  the  possibility  of  going  in  there 
with  a  part  of  that  money  to  buy  them  oft"? 
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Secretary  Royall.  No,  sir;  I  had  not  friven  that  consideration. 
We  look  at  it  from  a  military  standpoint.  I  doubt  seriously  if  that 
would  be  effective,  and  I  have  not  anah'zed  it  enouf^h  in  my  opinion 
to  know. 

Air.  Case.  On  a  per  guerrilla  basis  that  is  a  pretty  expensive 
operation. 

Secretary  Royall.  Yes,  sir;  it  is. 

BASIS    FOR    UNITED    STATES    PROGRAM    IN    GREECE 

Mr.  Case.  The  basis  of  our  being  in  there  is  what?  I  notice  this 
statement  which  I  apparently  read  in  advance  of  its  presentation  by 
Mr.  McGhee  indicates  that  we  are  objecting  to  the  military  interven- 
tion of  some  of  the  neighbors  of  Greece.  Our  intervention  is  based 
upon  the  doctrine  of  supporting  the  existing  government,  is  it? 

Mr.  McGhee.  We  came  in  at  the  request  of  the  Greek  Government 
which  we  believe  is  the  duly  elected  government  of  the  Greek  people. 

Mr.  Case.  Then  it  is  regarded  as  part  of  the  appropriate  and  proper 
foreign  policy  of  the  United  States  to  respond  to  rcciuests  for  military 
aid  when  they  are  made  by  the  duly  elected  or  legitimate  government? 

Mr.  McGhee.  Yes,  sir;  it  is  consistent  with  our  obligations  and  in 
fact  pursuant  to  our  obligations  under  the  United  Nations  Charter 
that  we  come  to  the  assistance  of  members  of  the  United  Nations 
whose  independence  or  integrity  is  threatened  from  the  inside  or  out- 
side. 

Mr.  Case.  On  that  basis,  what  will  we  do  if  the  revolutionary  move- 
ment in  Palestine  asks  for  supplies  and  the  established  Government  of 
the  Arabs  protests  that  they  are  the  dul}'  constituted  government? 

Mr.  McGhee.  I  would  not  pretend  to  speak  with  authority  on  that 
point.  That  would  be  a  decision  that  would  have  to  be  considered  on 
the  basis  of  evidence  existing  at  that  time,  but  there  is,  of  course,  no 
obligation  on  our  part. 

Mr.  Case.  Mr.  Secretary,  you  spoke  of  the  historical  part  that 
Congress  has  ]:)layed  in  establishing  the  democratic  idea  through  the 
world.  There  have  been  many  people  who  have  been  bothered  by  the 
fact  that  the  Greek  Government  has  been  handicapped  by  its  imper- 
fections, some  feeling  that  it  does  not  represent  the  truly  democratic 
spirit  at  the  present  time,  ^\hat  steps  have  been  taken  to  improve 
the  assurance  that  the  present  Government  of  Greece  is  a  democratic 
government? 

Secretary  Royall.  Again  I  would  like  to  refer  that  political  ques- 
tion to  Mr.  McGhee. 

Mr.  McGhee.  The  basis  for  our  belief  that  the  present  government 
in  Greece  represents  the  Greek  people  is  the  election  of  1946. 

At  that  time  Mr.  Heniy  Grady  headed  the  mission  from  this  coun- 
try, which  participated,  with  other  Allied  nations,  in  observing  those 
elections.  This  Commission  reported,  and  Mr.  Grady  reported  to 
this  country  that,  in  his  opinion,  the  election  was  a  fair  election. 
Some  people  abstained  from  the  election  for  political  reasons,  but  the 
total  abstainmg  from  the  elections  was  probably  not  in  excess  of  9 
percent,  and  certainly  not  to  exceed  15  percent. 

Mr.  Case.  TMiat  was  the  population  of  Greece  at  that  time? 

Mr.  McGehee.  The  population  was  7K  million  people. 

Mr.  Case.  Seven  and  one-half  million? 
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Mr.  McGehee.  Yes,  sir, 

Mr.  Case.  What  was  the  vote  cast  in  that  election? 

Mr.  McGehee.  I  think  it  was  about  1,200,000.  We  have  Mr. 
Cromie  here  who  has  just  come  back  from  Greece  who  can  tell  you 
about  that. 

Mr.  Case.  Wliat  is  the  normal  population  of  Athens? 

Mr.  McGehee.  Athens  varies.  The  population  of  Athens  and 
Piraeus  before  the  war  was  some  three-quarters  of  a  million  people, 

Mr.  Case.  Wliat  is  it  now? 

Mr.  McGehee.  It  is  now  over  1,000,000  people.  Do  you  recall  the 
figures  on  the  actual  number  of  votes  cast  in  the  Greek  elections, 
Mr.  Cromie? 

Mr.  Cromie.  Wliy,  offhand,  as  I  recall,  it  was  in  the  neighborhood 
of  1,800,000. 

Mr.  McGehee.  I  was  probably  in  error  when  I  stated  about 
1,200,000.     We  can  find  the  exact  figure  for  the  record. 

Mr.  Cromie.  We  can,  of  course.  There  was  an  actual  abstention  of 
about  40  percent  of  the  registered  voters. 

Mr.  Case.  Of  the  registered  voters? 

Mr.  Cromie.  Yes,  sir;  and  the  political  abstention  was  estimated 
at  between  10  and  15  percent.  That  is,  the  persons  who  abstained 
intentionally  from  voting  for  political  reasons. 

Mr.  Case.  Then  with  1,800,000  voting,  and  with  a  40  percent 
abstention  that  would  be  a  vote  of  60  percent. 

Mr.  Cromie.  Yes,  sir. 

Mr.  Case.  And  if  1,800,000  is  60  percent,  1  percent  would  be 
30,000  and  100  percent  of  the  registered  voters  would  be  about 
3,000,000,  is  that  correct? 

Air.  Cromie.  No;  that  is  not  correct.  It  was  not  that  high.  The 
valid  registered  voters  were  just  over  2,000,000, 

Mr.  Case.  Well,  if  the  number  of  registered  voters  was  just 
2,000,000,  and  1,800,000  voted  how  was  there  a  40-percent  abstention? 

Mr.  Cromie.  I  am  sorry  I  do  not  have  those  figures.  I  would  like  to 
prepare  a  formal  statement  for  the  committee  on  the  actual  results 
of  the  elections. 

Mr.  Case.  Now,  then,  if  the  total  population  was  between  6,000,000 
and  7,000,000— 

Mr,  Cromie.  The  total  population  estimated  was  7,500,000. 

Mr,  Case.  There  seems  to  be  a  good  deal  of  uncertainty  as  to  how 
many  people  you  are  dealing  with  and  the  reason  for  my  asking  these 
questions  is  because  the  actual  vote  cast  compared  to  the  number  of 
registrations  is  far  out  of  proportion  to  a  normal  electorate  or  popula- 
tion of  6,000,000  or  7,000,000.  If  you  allowed  in  there  for  children 
or  others  who  might  not  be  registered  the  vote  was  suspiciously  high, 
and  if  you  allow  for  an  abstention  of  voters,  if  there  is  a  40-percent 
abstention,  and  1,800,000  voted,  the  electorate  registered  would  be 
3,000,000,  and  that  would  be  a  pretty  high  registration  out  of  6,000,000 
or  7,000,000  people. 

Mr,  McGhee,  If  the  figm'e  is  1,200,000,  that  would  correspond  to 
the-40  percent  figure  off  of  2,000,000  which  is  the  figure  mentioned. 
That  was  analyzed  as  including  only  15  percent  as  the  maximum 
who  abstained  for  political  reasons. 


529 

QUESTION  AS  TO  DECLARATION  OF  MILITARY  EQUIPMENT  SURPLUS  FOR 

TRANSFER  TO  GREECE 

Mr.  Case.  Air.  Secretary,  did  the  Ai'my  declare  any  military  equip- 
ment sm'plus  for  the  purpose  of  transferring  it  to  Greece? 

Secretary  Royall.  We  declared  some  military  equipment  surplus 
and  transferred  it  to  Greece.  I  do  not  think  we  declared  any  surplus 
which  was  not  surplus.  In  time  they  were  the  same,  and  we  scruti- 
nized equipment  in  the  hope  that  we  could  legitimately  declare  it 
surplus  for  that  purpose. 

Mr.  Case.  In  the  present  state  of  world  affairs  would  you,  as 
Secretary  for  the  Aimy,  sanction  declaring  any  further  quantities  of 
military  equipment  as  surplus  to  the  needs  of  the  United  States? 

Secretary  Royall.  No,  sir;  we  have  not  sanctioned  that  at  any 
time.  We  have  not  declared  equipment  surplus  for  the  pm'pose  of 
giving  it  to  anyone,  and  we  have  reexamined  our  stocks  at  times  to  see 
if  by  any  chance  we  have  failed  to  declare  surplus.  We  have  taken  a 
very  adamant  view  against  doing  that,  unless  there  is  legislation 
directing  it  to  be  done,  and  I  do  not  believe  that  we  have  declared  any 
material  amount — there  may  have  been  some  overseas,  of  course,  in 
the  great  quantity  we  had  to  deal  with^ — but  we  have  not  declared  any 
material  amount  surplus  that  we  would  need  at  this  time. 

Mr.  Case.  None  that  you  would  have  to  come  back  and  ask  Con- 
gress for  further  appropriations  to  reprocure? 

Secretary  Royall.  The  only  exception  of  any  size  is  during  the 
early  days  after  the  war  there  was  some  equipment  of  civilian  value 
which  in  order  to  aid  the  economy  of  the  country  the  committee 
set-up  did  declare  a  certain  amount  of  that  civilian  type  of  items 
surplus. 

Mr.  Case.  You  do  not  contemplate  making  any  recommendations 
to  declare  some  surplus  now  in  case  we  are  called  upon  to  furnish 
arms  to  Israel? 

Secretary  Royall.  No,  sir;  we  will  not  do  so — we  have  taken  a 
very  firm  view  of  that — unless  there  is  legislation  directing  us  to 
do  so. 

Mr.  Case.  That  is  aU,  Mr.  Chairman. 

Mr.  Mahon.  Who  is  gomg  to  tell  us,  Mr.  Secretary,  about  the 
specific  purposes  for  which  this  $200,000,000  will  be  spent  in  Greece 
and  the  $75,000,000  in  Turkey? 

Secretar}^  Royall.  "We  have  a  break-down  here. 

Mr.  Wigglesworth.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Mahon.  In  other  words,  the  testimony  or  the  facts  which  I 
am  inquiring  for  will  be  given  later  in  the  hearings? 

Secretary  Royall.  That  is  right. 

Mr.  Mahon.  xVnd  you  are  testifying  in  an  over-all  way  now? 

Secretary  Royall.  That  is  right.  The  only  thing  I  would  want 
to  add  to  my  own  testimony,  if  you  want  it,  is  a  statement  on  the 
strategic  situation  in  Greece. 

Mr.  Mahon.  I  am  most  aiLxious  to  hear  that  myself,  but  the  chair- 
man will  take  that  up  at  the  proper  time. 

(Discussion  off  the  record.) 
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QUESTION  AS  TO  SUCCESS  OF  PROGRAM  TO  DATE 

Mr.  Mahon.  Mr.  Secretary,  has  the  program  thus  far  been  reason- 
ably successful  in  your  opinion? 

Secretary  Royall.  In  the  past  2  or  3  months  it  has  been.  It  got 
off  to  a  slow  start,  a  much  slower  start  than  I  thought  or  than  the 
Army  or  anyone  else  thought  it  would  get,  but  now  it  seems  to  me 
to  be  making  progress.     Is  that  a  fair  statement,  Colonel  Roddy. 

Colonel  Roddy.  Yes,  sir. 

Mr.  AIahon.  Will  we  have  before  the  committee  a  break-down  of 
exactly  what  we  have  supplied  to  Greece  and  Turkey,  and  the  total 
of  everything? 

Secretary  Royall.  That  will  be  furnished  to  you  if  you  desire  it, 
and  we  would  like  to  furnish  it. 

Mr.  Mahon.  That  will  be  provided? 

Secretary  Royall.  Yes,  sir,  that  will  be  provided. 

Mr.  Mahon.  We  want  to  know  what  has  been  allocated,  and  w^hat 
has  been  delivered. 

Secretary  Royall.  That  is  right,  and  we  shall  be  glad  to  give  that 
to  3"ou,  and  we  would  like  to  give  it  to  you. 

SITUATION    IN    GREECE 

Mr.  Wiggles  WORTH.  Colonel,  will  you  tell  us  what  the  situation  is 
in  Greece? 

Colonel  Roddy.  By  way  of  background,  sir,  before  I  describe  this 
particular  operation,  I  might  say  that,  as  Mr.  Royall  has  pointed  out. 
it  has  proven  very  difficult  to  actually  get  into  the  mountains  to  kill 
or  capture  these  guerrillas. 

It  has  been  the  mission  of  the  military  side  of  the  American  Mission 
to  encourage  and  assist  the  Greek  Army  mto  using  tactics  and  organ- 
ization to  accomplish  this. 

We  have  had  to  date  two  very  successful  operations  this  year. 
One  was  launched  in  March  of  this  year,  in  which  some  2,100  guerrillas 
were  killed  or  captured  in  the  Olympus  area,  which  is  not  covered  on 
this  map  [indicating].  This  is  the  operation  which  is  known  as  opera- 
tion "Dawn"  and  has  just  been  completed.  It  was  an  operation  to 
kill  or  capture  approximately,  2,000  guerrillas  who  were  ensconced  in 
the  Romeli  Mountains  which  are  north  and  west  of  Athens.  It  is 
about  down  in  this  location  here  [indicating  on  map]. 

Mr.  Mahon.  That  map  is  not  intelligible  to  me.  So  as  to  use  some- 
thing that  we  knovY  about,  where  is  Salonika  and  Istanbul? 

Colonel  Roddy.  It  is  off  of  this  map  about  10  miles  down  here 
[indicating].  Salonika  is  north  of  the  map,  about  in  this  vicinity 
[indicating].     This  the  only  map  that  was  conveniently  available. 

Mr.  Mahon.  ^Vhat  is  that  body  of  water  there? 

Colonel  Roddy.  That  is  the  Gulf  of  Corinth,  which  separates  the 
mainland  of  Greece  from  the  Pelopponese  Peninsula. 

This  operation  was  started  early  in  April,  and  three  divisions  of  the 
Greek  Army  were  brought  down  to  conduct  the  operation.  This  is 
the  first  operation  conducted  by  it  in  which  it  has  been  able  to  move 
divisions  from  other  locations  and  move  them  many  miles  to  get  into 
an  operational  area. 
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The  three  divisions  which  were  used  were  the  Ninth  Division  which 
was  used  on  the  west  flank,  the  Tenth  Division  which  was  used  in  the 
center,  and  the  First  Division  which  was  used  on  the  east  flank. 
The  Tenth  Division  w^as  brought  down  from  Salonika  in  this  area 
[indicating]  by  LST  and  landed  up  here  [indicating],  and  sent  up  here. 

The  Ninth  Division  w^as  brought  to  the  Trikkola  [indicating]  which 
is  approximately  in  this  vicinity,  and  the  other  division  was  brought 
in  here  [indicating].  As  I  say  the  use  of  the  National  Guard  bat- 
talions which  were  authorized  has  made  it  possible  to  take  divisions 
out  and  move  them  around.  These  three  divisions  attacked  this 
area  [indicating]  starting  the  15th  of  April. 

Mr.  Mahon.  The  area  which  you  indicate  is  approximately  how 
many  miles  from  Athens? 

Colonel  Roddy.  The  original  area  held  by  the  guerrillas  was 
approximately  20  miles  by  10  miles. 

Air.  AIahon.  And  approximately  how  far  from  Athens? 

Colonel  Roddy.  Approximately  40  miles  from  Athens. 

Mr.  Case.  Is  that  within  the  red  area  w^hich  is  shown  there  on 
the  map? 

Colonel  Roddy.  Yes,  sir;  the  area  circled  in  red. 

Mr.  Case.  Where  are  the  countries  of  Albania,  Bulgaria,  and  Yugo- 
slavia with  reference  to  the  area  in  red? 

Colonel  Roddy.  With  reference  to  that,  Albania  is  approximately 
120  miles  to  the  northwest. 

Mr.  Case.  Where  are  Bulgaria  and  Yugoslavia? 

Colonel  Roddy.  Yugoslavia  is  approximately  200  miles  to  the 
north,  as  is  also  Bulgaria. 

Mr.  Case.  And  they  are  the  countries  that  are  furnishing  supplies 
for  this  force  that  is  within  the  red  line  which  is  shown  there? 

Colonel  Roddy.  Yes,  sir.  The  supply  trains  for  forces  of  this 
nature  come  down  the  Pindus  and  Grammos  Mountain  Range  which 
extends  throughout  Greece. 

Mr.  Case.  Aa-g  they  cariied  overland  or  by  air? 

Colonel  Roddy.  Overland,  sir,  by  mule  pack. 

Mr.  Case.  There  is  no  place  where  that  line  of  supply  could  be  cut 
off,  is  there? 

Colonel  Roddy.  No,  sir,  because  there  are  so  many  passes  and  so 
many  possible  ways  for  the  mountain  pack  trains  to  go  that  you  can- 
not cut  them  ofl'.  The  only  effective  way  to  cut  them  off  would  be  to 
seal  the  international  border  which  woulcF  take  many  more  troops  than 
the  Greeks  have  available.     Do  you  have  any  other  questions,  sir? 

Mr.  Case.  No. 

Colonel  Roddy.  Continuing  the  brief  description  of  this  operation, 
these  three  divisions  jumped  off  the  loth  of  April,  swept  through  the 
area,  and  have  now  killed  or  captured  the  guerrillas  who  were  estab- 
lished in  that  area.  The  total  number  of  guerrillas  reported  as  of 
last  Friday  were  2,350,  of  which  approxiniaU-h-  900  were  kilh'd,  and 
the  remainder  were  captured  or  sun-endered.  Ihc  Greek  Army  had 
very  light  casualties,  approximately  250  to  300  killed,  wounded  and 
missing,  not  over  300.    • 


532 


EQUIPMENT  USED  BY  GUERRILLAS 


Mr.  Stefan.  What  kind  of  equipment  did  the  guerrillas  have? 

Colonel  Roddy.  The  guerrillas,  sn,  have  equipment  similar  to  the 
infantry  of  almost  any  modern  army.  They  are  comparatively  well 
equipped  with  infantry  weapons,  including  rifles,  automatic  weapons, 
grenades,  mortars,  and  a  small  amount  of  light  artillery. 

Mr.  Stefan.  Where  were  they  made,  do  you  know? 

Colonel  Roddy.  Yes,  sir,  their  equipment  is  of  various  derivation. 
They  have  a  considerable  amount  of  Italian  equipment,  just  as  chey 
have  of  German  equipment,  and  they  have  some  British  equipment, 
and  so  forth. 

Mr.  Case.  And  some  lend-lease  equipment? 

Colonel  Roddy.  We  have  no  evidence  of  any  American  equipment 
that  they  have  in  any  quantities. 

Mr.  Stefan.  You  say  they  have  none  at  all? 

Colonel  Roddy.  We  have  not  found  any  American  equipment  in 
the  hands  of  the  guerrillas. 

Mr.  Case.  The  Italians  are  not  supplying  them  with  Italian-made 
equipment? 

Colonel  Roddy.  No,  sir.  It  was  Italian  equipment  which  was  left 
behind  in  Greece  during  their  occupation,  and  a  good  deal  of  the  Ger- 
man equipment  is  equipment  which  was  similarly  left  behind  when 
the  Germans  went  out  of  Greece  in  1944. 

POSSIBILITY    OF    FUTURE    INFILTRATION    OF    GUERRILLAS 

Mr.  Mahon.  Well,  the  unfortunate  fact  is  that  while  we  have 
cleaned  up  this  area  if  those  divisions  depart  there  is  no  good  reason 
why  guerrillas  from  other  areas  in  Greece  cannot  mfiltrate  this  area 
again  and  establish  themselves  as  they  were  established  prior  to  this 
operation? 

Colonel  Roddy.  It  is  very  likely,  sir,  that  small  groups  could  get 
back  into  the  area.  When  I  say  small  groups,  I  would  say,  possibly, 
oh,  about  300  or  400  men.  I  do  not  believe  that  any  large  force,  that 
is,  comparable  to  the  force  of  2,000  will  go  there  again. 

Mr.  Case.  Do  you  suppose  that  any  major  amount  of  supplies  could 
be  brought  again  either? 

Colonel  Roddy.  No,  sir;  although  as  I  said  before  it  is  very  difficult 
to  stop  the  movement  of  supplies.  They  move  in  relatively  small 
groups,  small  mountain  trains  of,  say,  50  mules,  or  possibly  less. 

Mr.  Stefan.  Where  is  the  guerrilla  headquarters  now? 

Colonel  Roddy.  The  main  guerrilla  headquarters  does  not  show 
here  on  this  map. 

Mr.  Stefan.  Where  is  it  as  to  direction? 

Colonel  Roddy.  It  is  up  about  in  here  [indicating  on  map]. 

Mr.  Stefan.  Where  is  it  now;  what  is  the  name  of  the  place  at 
which  it  is  located? 

Colonel  Roddy.  It  is  in  the  vicinity  of  Lake  Prespa,  which  is  at  the 
junction  of  the  Yugoslav  and  Albania  borders. 

Mr.  Case.  Do  you  really  mean  it  is  easier  for  food  and  supphes  to 
get  into  that  area  than  it  is  for  live  troops  to  filter  in? 

Colonel  Roddy.  Yes,  sir,  for  the  reason  that  with  the  large  groups 
of  guerrillas — if,  for  example,  a  body  of  guerrillas  of  2,000  strong  tried 
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to  come  dowTi  there  it  would  be  possible  to  send  a  division  out  to 
defeat  that  group  and  force  them  back. 

Mr.  Case.  You  spoke  of  the  supplies  fdtering  in;  could  not  2,000 
men  go  in  one  by  one? 

Colonel  Roddy.  Oh,  yes,  sir,  they  could.  However,  they  normally 
do  not  send  these  men  around  in  detachments  that  small.  For  one 
reason,  they  have  a  number  of  conscripted  in  each  bandit  or  guerrilla 
unit,  and  if  they  send  them  out  in  small  groups  of  conscripted  men 
they  have  a  tendency  to  desert  and  surrender  to  Greece. 

Mr.  Case.  Is  it  not  possible  for  them  to  desert  from  there  and  filter 
out  then? 

Colonel  Roddy.  Not  as  easily,  sir,  because  when  the  guerrillas  are 
kept  together  in  relatively  large  units  of  brigades — and  the  guerrilla 
leadership,  of  course,  is  the  very  heart  of  the  resistance — they  are 
able  to  maintain  control  of  them  better,  and  we  found  than  when  you 
break  the  unit  up  into  very  small  groups  they  have  a  tendency  to 
desert. 

RECONDITIONING    AND    CLEARING    OF    THE    CORINTH    CANAL 

Mr.  Cannon.  Mr.  Secretary,  a  part  of  this  money  is  to  be  spent  in 
reconditioning  and  clearing  the  Corinth  Canal.  Where  on  that  map 
is  the  Corinth  Canal? 

Mr.  McGhee.  None  of  the  appropriation  presently  asked  for  is 
requested  for  that  purpose.     That  is  out  of  last  year's  appropriation. 

The  Chairman.  Has  that  already  been  accomplished? 

Mr.  McGhee,  The  estimate  is  that  it  will  be  accomphshed  by 
June  of  this  year. 

Mr.  Cannon.  By  way  of  background,  what  is  the  history  of  that 
canal? 

Mr.  McGhee.  The  Corinth  Canal  was  built  by  a  private  company 
to  take  advantage  of  the  fact  that  shipping  can  save  200  miles  dis- 
tance by  going  from  the  Aegean  Sea  to  the  Adriatic.  It  was  com- 
pleted in  the  late  1880's. 

Mr.  Cannon.  And  it  has  been  operated  successfully  all  of  these 
years  until  recently? 

Mr.  McGhee.  Yes.  The  Germans  bored  into  the  side  of  the  chff 
forming  the  side  of  the  canal,  and  they  set  off  a  large  charge  of  dyna- 
mite which  slumped  the  side  of  the  cliff  into  the  canal.  They  also 
destroyed  a  bridge  which  was  over  the  canal,  and  they  sunk  some 
ships  in  the  canal.  To  my  knowledge  the  ships  and  the  bridge  have 
aheady  been  removed  from  the  canal,  and  a  good  deal  of  progress  has 
been  made  in  dredging  out  the  sand  and  earth  from  the  chamiel  of  the 
canal. 

We  estimated  at  fu"st  that  it  would  cost  $2,000,000  to  complete  that 
work,  but  the  last  estimate  was,  I  believe,  that  it  would  only  require 
$750,000  for  that  purpose. 

TAXATION  SYSTEM  IN  GREECE 

Mr.  Cannon.  Mr.  Secretary,  while  it  is  not  immediately  germane 
to  your  presentation  here,  when  we  were  over  there  it  was  evident  to 
us  that  they  had  a  very  unsatisfactory  system  of  taxation  in  Greece. 
Is  any  effort  being  made  thi'ough  any  agency  of  the  American  Govern- 
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ment  to  better  the  status  of  their  collection  and  accounting  for  taxes 
with  a  view  to  remedying  that  situation? 

Mr.  McGhee.  Yes,  sir;  I  think  we  can  report  to  you  that  a  good 
deal  of  progress  has  been  made  not  only  in  getting  basic  legislation 
passed  over  there  for  the  piu-pose  of  correcting  the  tax  situation  but 
also  for  the  purpose  of  collecting  the  taxes.  The  prospects  are  that 
the  Greek  budget  for  the  fiscal  year  1949  will  be  essentially  balanced 
as  a  result  of  these  increases  in  taxes.  The  increase  in  taxes  is  some- 
thing over  40  percent  over  what  it  was  when  you  were  there,  and  in 
addition  there  is  improved  accounting.  Every  business  concern  has 
to  keep  adequate  books  and  records  so  that  you  can  get  taxes  based  on 
profits  as  we  do  in  this  country.  They  have  passed  tlu'ough  great 
difficulties  in  taxation  because  they  have  never  done  that  before,  but 
there  is  a  law  now  providing  that  such  records  have  to  be  kept  by 
businesses  and  businessmen. 

In  addition,  the  tax  on  ship  earnings  have  been  increased  materially 
so  that  the  ship  owners  pay  approximately  40  percent  of  profits, 
which  is  the  basic  Greek  business  tax  on  all  earnings,  and  those  taxes 
are  retroactive,  going  back  to  jVIarch  of  last  year  to  apply  on  all 
earnings  the  Greek  ship  owners  have  made  during  this  period.  That 
is  not  based  on  their  figures,  but  it  is  based  on  estimated  earnings 
which  are  furnished  by  Lloyd's  of  London.  This  law  was  passed  by 
the  Parliament  and  it  is  now  in  effect. 

Mr.  Cannon.  Wlien  it  is  satisfactorily  operating,  with  these  modi- 
fications you  think  it  will  result  in  equitable  taxation? 

Mr.  McGhee.  Yes,  sir. 

Mr.  Cannon.  And  no  avenues  of  escape  are  left  open  for  any  class? 

Mr.  AIcGhee.  That  is  certainly  the  objective.  All  of  the  increases 
in  taxes  have  been  made  against  those  able  to  pay,  luxury  dwellings, 
night  clubs,  and  so  forth.  Every  effort  has  been  made  to  assess  taxes 
on  the  people  who  can  pay  them.  They  are  imposed  logically,  like 
the  income  tax  we  have  in  this  country.  That  is  the  objective  of  the 
mission. 

Mr.  Stefan.  I  would  like  to  tell  Mr.  Cannon  that  it  is  the  intention 
to  have  Governor  Griswold  come  before  the  committee  on  those 
general  relief  problems  which  are  in  the  minds  of  the  membership  of 
the  committee,  and  when  Governor  Griswold  comes,  to  have  him 
prepared  to  come  before  the  committee  with  a  statement. 

Mr.  Cannon.  Yes.  I  was  very  favorably  impressed  with  his 
work  when  I  was  over  there. 

Mr.  McGhee.  Yes,  sir;  we  would  be  very  happy  to  have  him  appear 
before  the  com.mittee,  and  Vv^e  will  advise  the  committee  of  the  exact 
time  of  his  arrival. 

SOURCE    OF    WEAPONS    USED    BY    GUERRILLAS 

Mr.  Stefan.  I  was  going  to  ask  the  colonel  this  question,  Mr. 
Mahon,  before  you  took  the  witness  again,  if  he  could  tell  us  if  they 
are  using  Italian  and  British  equipment,  and  where  they  get  the 
ammiuiition  for  that  equipment? 

Colonel  Roddy.  There  were  left  behind,  sir,  lai'ge  supplies  of 
ammunition  in  Greece  when  the  Italians  pulled  out,  and  also  when 
the  Germans  pulled  out. 
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T  did  not  cover  that  point  very  thorou^rlily.  The  guci-rillas  are 
iisintj  weapons  of  Bulgaiian,  and  in  some  eases  of  Czechoslovak  and 
Yuo:oslav  niiinufacture.  The  ammunition  for  those  weapons,  in 
many  cases,  is  interchani^cable. 

Mr.  Stefan.  Is  the  ammunition  for  the  Czechoslovak  and  the 
British  equipment  interchangeable? 

Colonel  Roddy.  No;  not  the  British. 

Mr.  Stefan.  Is  it  for  the  Italian  and  Czechoslovak? 

Colonel  Roddy.  In  some  cases  it  is. 

Mr.  Stefan.  The  Yugoslav? 

Colonel  Roddy.  Yes,  sir. 

Mr.  Stefan.  And  Yugoslavia  is  using  some  American  equipment 
there  are  they  not,  or  they  have  had  some? 

Colonel  Roddy.  They  may  have  received  some. 

Mr.  Stefan.  Is  that  going  out  into  the  guerrilla  field? 

Colonel  Roddy.  There  have  been  a  few  pieces  of  that  equipment 
that  they  have  received. 

Mr.  Stefan.  Have  you  any  evidence  of  some  Yugosla,v  equipment 
coming  down  there? 

Colonel  Roddy.  Yes,  sir;  old  Czechoslovak  weapons  manufactured 
prior  to  the  war. 

question  as  to  success  of  program  against  guerrillas  in  GREECE 

Mr.  Mahon.  I  w^ould  like  to  let  the  colonel  complete  his  statement 
as  to  the  campaign  that  is  planned  to  mop  up  the  guerrillas.  You 
started  in  with  about  15,000  guerrillas  and  $300,000,000.  We  have 
about  spent  our  money  and  have  23,000  left.  You  are  undertaking 
another  program.  I  realize  it  is  a  veiy  discouraging  ard  difficult 
situation,  but  I  would  like  to  know  exactly  w^hat  else  is  happening 
over  there  in  a  military  way  of  exterminating  the  guerrillas. 

Mr.  Stefan.  You  have  a  general  statement  to  make  to  the  com- 
mittee.    Suppose  you  finish  it. 

Colonel  Roddy.  I  have  given  to  the  committee,  I  believe,  every- 
tliing  of  mterest  concerning  this  operation.  As  I  say,  tliis  operation 
is  now  completed. 

Mr.  Mahon.  And  was  a  success? 

Colonel  Roddy.  It  was  an  outstanding  success  in  that  it  eliminated 
some  2,357  guerrillas.  Future  operations  are  laid,  and  planned  for, 
to  continue  against  the  main  guerrilla  strongholds  in  Greece. 

Mr.  Case.  Are  there  further  strongholds? 

Colonel  Roddy.  Yes,  sir;  this  was  just  a  relatively  small  pocket  of 
guerrillas. 

Mr.  Case.  How  many  do  you  estimate  w^ere  in  there? 

Colonel  Roddy.  We  actually  got  out  of  there  2,350. 

Mr.  Case.  That  is,  about  a  tenth  of  the  total  guerrilla  strength  was 
in  this  pocket? 

Colonel  Roddy.  Yes. 

Mr.  Case.  Where  are  the  other  pockets? 

Colonel  Roddy.  The  principal  pocket  is  what  we  call  the  Granmios 
pocket,  which  is  in  this  place  [indicating]. 

Mr.  Mahon.  In  other  words,  it  is  west  of  Salonika? 

Colonel  Roddy.  Yes;  it  is  due  west  of  Salonika.  It  touches  on 
both  the  Yugoslav  and  Albanian  borders.     In  other  words,  the  main 
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section  of  the  guerrillas  there  now  approximates  5,500.  They  are  in 
such  a  situation  that  they  have  communication  by  road  with  both 
Yugoslavia  and  Albania. 

Mr.  Case.  How  many  troops  are  there  in  the  Greek  Army? 

Colonel  Roddy.  In  the  Greek  Army  itself,  132,000  is  the  present 
ceiling  strength  with  a  temporary  increase  authorized  of  15,000. 

Mr.  Case.  In  how  large  an  area  is  this  pocket  of  5,500? 

Colonel  Roddy.  It  is  in  an  area  of  50  miles  by  20  miles,  approxi- 
mately. 

Mr.  Case.  There  are  132,000  in  the  Greek  Ai'my? 

Colonel  Roddy.  Yes,  sir. 

Mr.  Mahon.  Is  there  any  particular  campaign  planned  to  extermi- 
nate those  other  pockets? 

Colonel  Roddy.  Yes,  sir;  they  have  a  definite  plan. 

Mr.  Mahon.  When  is  it  contemplated  that  the  guerrilla  picture  can 
be  cleared  up? 

Colonel  Roddy.  That  is  a  question  I  do  not  think  anyone  can  give 
a  categorical  answer  to.  As  I  said  before,  it  is  hoped  that  by  exter- 
minating the  major  pockets  this  summer,  it  will  be  possible  to  break 
the  backbone  and  hard  core  of  the  guerrilla  movement. 

Mr.  Mahon.  You  say  you  just  came  from  Greece? 

Colonel  Roddy.  Yes,  sir. 

Mr.  Mahon.  Are  thej'^  doing  anything  toward  repairing  the  roads 
and  rehabilitating  the  railroads  so  that  you  can  get  around  in  that 
country? 

Colonel  Roddy.  They  are  doing  considerable  work  on  the  roads, 
principally  in  the  Athens  area. 

Mr.  Mahon.  What  about  the  railroad  north  of  Salonika,  toward  the 
Bulgarian  border,  which  goes  up  toward  Turkey;  is  that  ]'oad  running? 

Colonel  Roddy.  I  am  not  familiar  with  that  area,  but  possibly 
Mr.  McGliee  could  tell  you. 

Mr.  McGhee.  To  the  best  of  my  knowledge,  that  area  is  subject 
to  partial  guerrilla  control. 

Mr.  Cromie.  If  I  may  answer  that,  I  went  over  that  railroad,  about 
one-third  of  the  distance,  in  elanuary  just  before  I  left  Greece.  It  is 
running,  but  very  frequently  interrupted  by  guerrilla  operations,  by 
blowing  up  minor  bridges,  removing  the  rails,  setting  mines  on  the 
tracks,  and  occasionally  by  artillery  and  mortar  fire  directed  against 
the  trains,  but  the  trains  are  heavily  guarded  and  are  getting  through. 

Mr.  Mahon.  Are  the  farmers  pretty  generally  dispersed  from  their 
farms  in  the  northern  part  of  Greece? 

Mr.  Cromie.  Over  500,000  have  been  displaced  from  their  homes 
and  have  taken  refuge  in  the  larger  cities  in  northern  Greece. 

Mr.  Mahon.  That  is  a  particularly  bad  and  deplorable  condition. 

Mr.  Cromie.  That  is  a  very  distressing  and  serious  condition. 

Mr.  Mahon.  What  is  happening  to  the  farm  land  in  northern 
Greece  and  Albania? 

Mr.  Cromie.  The  effect  on  agricultural  production  has  not  been 
as  great  as  one  would  anticipate.  Most  of  the  people  came  from 
agricultural  villages  where  they  do  not  farm  but  simply  raise  flocks. 
Those  flocks,  in  some  cases,  are  wandering  unattended,  and  that  is 
serious.  However,  the  lowlands  where  wheat  is  grown  are  still 
under  Government  control,  and  the  villages  in  those  areas  are  not 
disrupted.  We  therefore  expect  the  agricultural  production  this  year 
will  be  as  high  as  95  percent  of  the  normal,  or  better. 
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Mr.  AIcGhee.  The  guerrillas  have  never  been  able  to  maintain 
control  in  the  plains  area.  It  is  too  exposed.  That  is  very  fortunate 
from  the  standpoint  of  agricultural  production  all  over  Greece. 

Secretary  Royall.  Have  you  anything  fm*ther,  Colonel? 

Colonel  Roddy.  That  is  all. 

Mr.  Stefan.  Have  you  anything  fm-ther? 

Secretary  Royall.  I  do  not  think  we  have  any  fiu-ther  presentation, 
except  the  break-down  of  the  figiu'es,  which  we  will  give  you  now,  if 
you  want  them. 

]\lr.  Stefan.  I  think  maybe  Mr.  McGhee  has  a  general  statement 
which  includes  some  of  the  military  operations.  I  would  like  to  get 
all  of  the  general  statements  in  the  record  first. 

Mr.  McGhee.  I  will  follow  any  procedure  you  would  like. 

Mr.  Stefan.  Why  do  not  you  file  your  statement  with  the  reporter 
and  then  summarize  it  and  give  us  all  of  the  high  points  in  it? 

Mr.  McGhee.  Very  well. 

I  will  not  take  up  your  time  with  a  long  statement  on  the  need  for 
appropriating  funds  for  United  States  military  assistance  to  Greece 
and  Turkey.  This  has  been  covered  at  length  in  the  material  made 
available  to  Congress  in  connection  with  the  Greek-Turkish  aid  section 
of  the  Foreign  Assistance  Act  of  1948  and  in  the  congressional  discus- 
sions leading  up  to  the  passage  of  that  legislation,  and  Secretary 
Royall  has  already  discussed  it  from  the  point  of  view  of  the  strategic 
implications  to  this  country.  Several  members  of  this  committee, 
moreover,  visited  Greece  and  Turkey  last  year  and  have  first-hand 
knowledge  of  the  situation  in  those  countries.  The  threat  to  Greece 
and  Turkey  and  its  relationship  to  the  economic  recovery  program 
and  the  whole  pattern  of  developments  in  eastern  Europe  and  the 
Middle  East  are,  I  think,  quite  clear. 

evidence  of  foreign  aid  to  greek  guerrillas 

I  would  like  to  call  your  special  attention  in  this  connection  to  the 
impressive  evidence  of  direct  foreign  aid  to  the  Greek  guerrillas  now 
being  uncovered  and  released  by  the  United  Nations  Special  Com- 
mittee on  the  Balkans,  with  headquarters  at  Salonika.  On  April  9, 
for  example,  the  Committee  reported  on  the  guerrilla  shelling  of 
Salonika  of  February  10  which  resulted  in  the  killing  and  wounding  of 
several  civilians  and  stated  that  it  was 

fully  convinced  that  the  military  equipment  used  in  the  operation  came  from 
Yugoslavia  in  the  autumn  of  1947  and  the  winter  of  1947-48. 

Eyewitness  observations  have  confirmed  the  fear  that  direct  military 
aid  is  being  furnished  the  Greek  guerrillas  by  the  noi-thern  uiMghbors 
of  Greece  in  wanton  defiance  of  the  resolution  of  October  21,  1947, 
of  the  United  Nations  General  Assembly  which  calknl  upon  "Albania, 
Bulgaria,  and  Yugoslavia  to  do  nothing  which  could  fm*nish  aid  and 
assistance  to  the  said  guerrillas."  These  three  states  and  the  other 
communist-dominated  countries  of  eastern  Europe  do  not,  moreover, 
bother  to  conceal  their  encoiu-agement  of  other  supporting  enterprises 
designed  to  overthrow  the  present  elected  Greek  Government.  Under 
various  titles,  committees  for  aid  to  Markos  have  been  formed  in  all 
of  these  comitries,  and  their  resolutions  and  extensive  fund-raising 
campaigns  are  given  full  and  favorable  publicity  in  the  government- 
controlled  press  and  radio  tlu-oughout  the  iron  curtain  area. 
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DISCUSSION   OF   PROGRAM   OF   GUERRILLAS  AND   COMMUNISTS  IN    GREECE 

One  of  the  most  vicious  and  widely  publicized  programs  of  the 
Markos  guerillas  in  cooperation  with  the  Communist  governments 
calls  for  the  removal  of  thousands  of  children  from  their  homes  and 
parents  in  Greece  to  the  eastern  Eiu-opcan  countries,  allegedly  for 
humanitarian  reasons.  The  Greek  Government  has  charged  that  this 
program  involved  the  outright  abduction  of  Greek  chilcben  and  is 
comparable  to  the  Nazi  crimes  against  humanity.  Examination  of 
this  question  is  now  in  progress  by  the  United  Nations  Special  Com- 
mittee to  deteimine  whether  large-scale  transfers  of  children  have 
actually  occurred  or  are  planned  to  serve  a  long-term  political  purpose, 
or  whether  the  announced  program  is  more  a  measure  of  psychological 
warfare  designed  to  terrorize  still  further  the  Greek  countryside  and 
force  ever  increasing  numbers  of  peasant  families  to  abandon  their 
fields  and  flocks  and  seek  refuge  in  the  already  overcrowded  Greek 
cities.  Whatever  the  facts  as  revealed  by  these  investigations,  I 
think  we  can  agree  that  the  use  of  chikh'en  as  a  weapon  of  either  real 
or  psychological  warfare  is  an  atrocious  practice. 

The  nature  of  the  international  Communist  program  directed  against 
Greece  and  Tui'key  is  clear.  It  is  designed  to  spread  chaos  and  ruin 
in  Greece  and,  by  constant  pressure,  to  oblige  Turkey  to  maintain  a 
large  Army  beyond  the  capacity  of  the  Turkish  economy  to  support. 
Our  own  military  aid  program  is  designed  to  help  the  Greek  and 
Turkish  people  defend  their  freedom  and  integrity  and  thereby  make 
possible  peaceful  economic  reconstruction  under  the  European  recov- 
ery program  and  the  safeguarding  of  American  strategic  interests  in 
the  eastern  Mediterranean  area. 

RESULTS  OF  GREEK  AND  TURKISH  AID  PROGRAM 

The  Greek  and  Turkish  aid  program  authorized  by  the  Congress 
have  already  yielded  substantial  results.  The  military  outlook  in 
Greece  in  particular  is  brighter.  Encouraged  and  assisted  by  United 
States  military  advisers,  provided  with  good  equipment,  and  well 
trained  by  the  British  military  mission,  the  traditionally  valiant  Greek 
Army  is  showing  a  renewed  aggressive  spirit  and  has  recently  dealt 
telling  blows  against  the  guerrilla  forces.  The  appropriation  now 
requested  to  enable  the  Greek  people  to  carry  on  their  resistance 
against  aggression  and  to  help  prepare  the  Turkish  people  to  resist 
threats  to  their  sovereignty  is  believed  to  represent  a  sound  invest- 
ment in  future  peace  and  security. 

The  most  important  achievement  in  Greece  thus  far  is  the  continued 
existence  of  that  country  as  a  free  nation,  which  woidd  not  have  been 
possible  without  our  aid  program.  Progress  under  the  economic 
portion  of  the  program  has  been  hampered  by  intensified  guerilla  war- 
fare, which  has  been  made  possible  by  continued  assistance  to  the 
guerilla  forces  by  Greece's  northern  neighbors.  Although  complete 
results  of  the  efforts  of  the  American  Mission  for  Aid  to  Greece  will 
not  be  seen  until  internal  security  has  been  achieved,  much  more  has 
been  done  than  merely  to  hold  the  line  in  Greece.  I  would  like  to 
mention  briefly  some  of  the  accomplishments  in  the  economic  field: 

(1)  The  mission  has  made  possible  importation  of  foodstuffs  and 
raw  materials  needed  to  sustain  the  Greek  economy  on  an  austerity 
basis. 
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(2)  The  mission  has  ciiabhnl  tlie  Greek  Government  to  provide 
food,  shelter,  and  medical  facilities  for  over  500,000  refugees  of  the 
guerilla  warfare. 

(3)  Considerable  progress  has  been  made  in  the  reconstruction  of 
Greece's  transport  and  communication  facilities  which  were  destroyed 
during  tKe  war.  The  reconstruction  program,  for  which  there  was 
originally  $48,000,000  allocated,  has  been  reduced  to  about  $25,000,000 
to  provide  more  funds  for  military  purposes.  Clearance  of  the 
Corinth  Canal,  which  saves  200  miles  in  passage  from  the  Aegean 
to  the  Adriatic  Sea,  is  scheduled  for  completion  by  the  end  of  June. 
Reconstruction  of  the  ports  of  Salonika  and  Pireaus  is  expected  to  be 
completed  in  July.  Construction  and  development  work  on  airfields 
needed  for  both  military  and  civilian  transportation  in  Greece  will  be 
completed  by  June  1.  By  the  end  of  August,  800  miiles  of  highways 
will  have  been  restored  to  prewar  condition,  and  present  estimates 
are  that  more  than  19,000  families  have  been  rehoused  under  the 
mission's  program. 

(4)  Agricultural  development  work,  for  which  $12,000,000  of  aid 
funds  has  been  set  aside,  has  shown  considerable  progress.  About 
9,000  acres  of  new  land  has  been  drained  and  60,000  acres  restored  to 
drainage  through  the  repair  and  maintenance  of  existing  works. 
Irrigation  projects  have  made  it  possible  to  cultivate  an  additional 
33,500  acres.  Sixteen  food  processing  plants  are  being  constructed 
in  order  to  improve  the  distribution  and  utilization  of  agricultural 
produce. 

(5)  The  mission  has  assisted  the  Greek  Government  in  the  institu- 
tion of  basic  economic  and  governmental  reforms  necessary  for  Greek 
recovery.  Greece  now  has  for  the  first  time  since  liberation  a  com- 
prehensive economic  program.  For  the  first  time  since  liberation 
the  Government  is  opera tuig  on  a  nearly  balanced  mternal  budget. 
This  has  been  made  possible  by  the  adoption  of  new  stringent  tax 
laws  and  improvements  in  machinery  for  revenue  collection  and  by 
substantial  reductions  in  Greek  Government  expenses.  Other  achieve- 
ments include:  hanking  and  credit  reforms;  adoption  of  an  exchange 
certificate  plan  to  alleviate  the  hardship  on  Greek  export  trade 
imposed  by  overvaluation  of  the  drachma  in  international  exchange; 
establishment  of  efficient  system  for  internal  distribution  of  aid  sup- 
plies; effective  distribution  and  utilization  of  UNRRA  stocks  in 
Greece;  initiation  of  trade  between  Greece  and  Germany  and  with 
other  European  countries  with  which  Greece  formerly  did  business; 
effective  control  of  imports  in  order  to  conserve  foreign  exchange  and 
assure  the  supply  of  essential  commodities. 

The  Greek  military  program  under  funds  appropriated  last  year 
total  $171,850,000,  which  has  made  possible  an  increase  in  the  size  of 
the  permanent  Greek  National  Army  from  120,000  to  132,000  men 
plus  a  temporary  increase  of  an  additional  15,000  men.  In  addition, 
a  National  Defense  Corps  has  been  created  which  will  ultmiately 
total  50,000  men.  The  formation  and  equipment  of  the  National 
Defense  Corps  battalions  and  improvements  in  the  Greek  National 
Ai^my  ha\e  for  the  most  part  been  accompHshed,  and  the  efi'ect  of 
these  measures  should  be  reflected  in  m.ore  successful  operations  of  the 
Greek  armed  forces  during  this  spring  and  summer. 

As  you  know,  administration  of  the  Greek  aid  program  is  under  the 
direction  of  Gov.  Dwight  P.  Grisv/old,  Chief  of  the  American  Mission 
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for  Aid  to  Greece.  Governor  Griswold's  present  staff  consists  of 
169  American  civilians  and  304  American  military  personnel.  The 
mission  works  closely  with  the  Greek  Government,  which  has  shown 
every  disposition  to  cooperate  in  undertaking  the  basic  reforms  to 
place  the  Greek  economy  on  a  sound  basis.  It  has  not  always  been 
easy  to  assure  implementation  of  measures  agreed  to  be  'essential, 
however,  largely  because  of  the  fact  that  the  Greek  Government 
structure  was  greatly  weakened  as  the  result  of  the  war  and  occupa- 
tion and  continued  insecurity  since  liberation.  The  mission  is  making 
concerted  efforts  to  assist  the  Greeks  in  improving  their  govern- 
mental machinery. 

PROGRAM    FOR    MILITARY    ASSISTANCE    TO    TURKEY 

Turkey  was  allocated  $100,000,000  of  last  year's  appropriation  of 
$400,000,000.  All  of  these  funds  were  for  military  assistance.  The 
special  problem  of  the  Turkish  program  necessitated  a  long  planning 
period  in  order  to  assure  the  best  use  of  the  funds  in  increasing  the 
effectiveness  of  the  Turkish  armed  forces.  As  the  result  of  normal 
procurement  lags,  superimposed  upon  the  rather  protracted  planning 
period  durmg  which  a  survey  group  was  sent  to  Turkey,  the  first 
important  shipments  under  the  Turkish  program  were  not  made  until 
the  early  months  of  1948  and  consequently  some  of  the  supplies  will 
not  be  ready  for  shipment  until  the  end  of  the  present  fiscal  year, 
although  it  is  estimated  that  by  December  all  shipments  of  the 
program  will  have  been  completed. 

Acquisition  of  American  military  equipment  and  training  by 
American  officers  has  not  only  enabled  Turkey  to  improve  the  ability 
of  her  forces  to  resist  aggression,  but  has  greatly  increased  the  deter- 
mination of  the  Turkish  people  not  to  yield  to  outside  political  pres- 
sures. It  is  believed  our  program  in  Turkey  has  done  much  to 
accomplish  the  objective  we  set  out  to  achieve. 

The  American  Mission  for  Aid  to  Turkey,  under  the  direction  of 
Ambassador  Edwin  C.  Wilson,  has  an  authorized  strength  of  about 
290.  It  now  consists  of  approximately  183  persons  for  the  military 
and  naval  groups  engaged  in  supply  and  training  and  21  persons  in  the 
public-roads  group  who  are  supervising  the  $5,000,000  military  high- 
way program. 

PURPOSE    OF    FUNDS    REQUESTED    FOR    1949 

All  of  the  $275,000,000  requested  for  the  period  April  1,  1948,  to 
June  30,  1949,  will  be  used  for  military  purposes.  Both  Greece  and 
Turkey  are  included  in  the  European  recovery  program  and  any 
additional  economic  requirements  for  those  countries  and  the  expense 
of  any  economic  missions  will  be  met  under  that  program  or,  particu- 
larly in  the  case  of  Turkey,  from  the  International  Bank.  You  have 
been  provided  with  detailed  estimates  of  Greek  and  Turkish  military 
requirements  during  the  next  year,  and  military  representatives  are 
here  to  answer  any  specific  questions  which  you  may  have  concerning 
these  estimates.  I  would  like  to  say  that  the  amount  has  been  estab- 
lished as  the  result  of  careful  appraisal  by  the  Department  of  State  and 
the  Department  of  National  Defense  of  the  Military  requirements  for 
Greece  and  Turkey  as  developed  by  the  respective  aid  missions. 
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You  have  also  been  provided  with  details  of  requirements  for  funds 
to  administer  the  purpose  of  the  act.  I  would  like  to  comment  particu- 
larly in  regard  to  this  matter. 

ADMINISTRATION  OF  PROGRAM  IN  1949 

As  to  the  administration  of  the  program  in  the  field,  no  funds  have 
been  requested  for  the  American  Mission  for  Aid  to  Turkej'-  as  it  is 
anticipated  that  all  of  the  administrative  functions  related  to  the  pro- 
gram in  Turkey  will  be  absorbed  by  the  Embassy  staff.  Virtually  all 
of  the  personnel  in  Turkey  who  are  engaged  in  the  program's  operation 
are  military  and  are  providing  services  which  constitute  a  part  of  the 
military  program  itself. 

With  respect  to  Greece,  the  economic  staff  of  the  present  mission 
are  engaged  in  activities  which  have  already  become  the  responsibility 
of  the  Economic  Cooperation  Administration,  and  the  salaries  and  ex- 
penses of  such  personnel  will  be  provided  for  under  ERP  funds  after 
June  30,  1948.  There  will,  however,  continue  to  be  a  need  for  about 
41  mission  personnel  to  be  paid  for  under  Greek  and  Turkish  assistance 
program  legislation  to  provide  administrative  functions  for  approxi- 
mately 437  Army  and  Navy  personnel  and  29  Army  civilian  per- 
sonnel, as  well  as  to  perform  certain  functions  of  a  legal  nature,  an 
informational  nature,  and  of  an  advisory  nature  in  relation  to  the 
internal  organization  of  the  Greek  Government  and  its  personnel 
practices,  for  which  provision  has  not  been  made  in  the  EGA  budget. 
The  modest  amount  requested  represents  only  about  7  percent  of  the 
overseas  administrative  funds  requested  last  year,  not  including  local 
currency  requirements  which  will  be  met  from  drachmae  proceeds 
from  the  sale  of  civilian  goods  shipped  to  Greece  under  the  assistance 
program. 

Washington  administrative  costs  of  the  new  Greek  and  Tm-kish 
programs  will  be  greatly  reduced,  amounting  to  only  one-third  of 
last  year's  budget.  The  Department  of  State  will  require,  durmg 
the  period  covered  by  this  legislation,  18  personnel.  These  estimated 
anticipate  a  reduction  of  47  employees  who  are  presently  engaged  in 
administering  program  activities  in  the  Department  of  State. 

The  total  of  funds  requested  for  administration  of  the  program  is 
$400,000,  as  compared  with  4.5  million  dollars  which  was  provided 
under  last  year's  appropriation. 

Representatives  of  the  Department  of  National  Defense  and  of  the 
Department  of  State  are  available  to  answer  any  questions  which  the 
committee  might  have  at  this  time. 

STATUS     OF     OBLIGATIONS     AND     EXPENDITURES     FOR     GREEK-TURKEY 

PROGRAM 

Mr.  Stefan.  Are  you  prepared  to  tell  the  committee  now,  or  would 
you  prefer  to  wait  until  Governor  Griswold  comes,  as  to  how  much 
money  is  left  from  what  was  appropriated? 

Mr.  McGhee.  You  mean  for  administrative  expenses  or  program 
expenses? 

Air.  Stefan.  All  program  and  administrative  expenses,  because  we 
have  here  a  request  for  $375,000  for  the  American  mission  to  Greece 
and  have  $100,000  for  administrative  expenses  by  the  Department  of 
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State,  and  now  ECA  has  come  before  this  committee  requesting^ 
$106,400,000  for  Greece  and  $10,000,000  for  Tm-key.  It  would  be 
very  important  to  know  exactly  whnt  yon  have  left  over. 

Did  I  understand  you  previously  that  this  is  going  to  be  combined 
in  the  ECA  program? 
Mr.  McGhee.  Yes,  sir. 
Mr.  Stefan.  Immediately? 

Mr.  McGhee.  The  responsibility  for  the  economic  section  of  the 
mission  is  now  with  the  ECA. 

Mr.  Stefan.  In  other  Avords,  the  chief  of  the  relief  mission  in 
Greece  now  is  under  Mr.  Hoffman? 

Mr.  AIcGhee.  That  is  correct,  as  far  as  the  responsibility  goes. 
Mr.  Stefan.  And  some  of  the  first  $800,000,000   that  has  been 
allocated  to  Mr.  Hoffman  out  of  ECA  is  already  in  operation? 

Mr.  McGhee.  Some  $9,000,000  has  already  been  approved  for 
expenditure  for  Greek  supplies. 

Mr.  Stefan.  Of  course,  that  would  be  taken  out  of  the  request  for 
106.4  million  dollars? 

Mr.  McGhee.  You  refer  to  the  Western  Hemisphere  deficit  figures 
which  were  presented  with  the  ECA  program.     $9,000,000  will  be 
taken  out  of  whatever  is  allocated  by  ECA. 
Mr.  Stefan.  Out  of  the  106.4  million  dollars? 
Mr.  McGhee.  Yes,  sir. 
Mr.  Stefan.  Of  the  first  12  months? 

Mr.  McGhee.  That  is  not  necessarily  the  figure  that  will  be 
allocated  to  Greece. 

Mr.  Stefan.  The  15  months'  total  from  the  Western  Hemisphere 
is  more  than  that;  it  is  about  275.4  million  dollars.  We  woidd  like 
to  have  a  break-down  of  what  you  have  left.  You  are  adding 
$9,000,000  from  the  first  ECA  funds.  That  will  be  about  $100,000,000 
additional. 

Mr.  McGhee.  I  do  not  believe  the  $106,000,000  figure  represents 
any  firm  statement  of  what  funds  will  be  provided  by  ECA  to  Greece. 
Mr.  Stefan.  But  it  is  approximately  correct? 

Mr.  McGhee.  I  think  it  might  vary  widely.  That  was  derived  as 
a  statement  for  illustrative  pm-poses  to  illustrate  the  Western  Hemi- 
sphere deficit  for  Greece. 

Mr.  Stefan.  That  is  what  you  have  asked  this  committee  to  ap- 
propriate for  this  purpose. 
Air.  McGhee.  Yes,  sir. 

Mr.  Stefan.  I  do  not  care  whether  it  is  flexible  or  not;  that  is  what 
you  asked  this  committee  to  appropriate. 
Mr.  McGhee.  Yes,  sir. 

Air.  Stefan.  You  are  getting  $9,000,000,  and  what  do  you  have  left 
from  the  original  appropriation? 

Mr.  AIcGhee.  You  mean 

The  Chairman.  /\^Tiat  are  the  obligations  as  of  this  date? 
Mr.  AIcGhee.  We  have  a  complete  statement  on  that. 
Mr.  Stefan.  Give  it  to  us. 

Mr.  MgGhee.  The  funds  still  available  are  about  $6,000,000. 
The  Chairman.  Give  us  just  what  has  been  obligated  with  reference 
to  Greece  and  Turkey. 

Mr.  McGhee.  I  would  like  Mr.  Hall  to  explain  that. 
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Mr.  Stefan.  These  things  will  have  to  come  together.  We  have 
to  know  what  you  have  obligated  and  w'hat  you  have  already  collected 
from  ECA,  because  we  are  working  on  a  figure  of  $10(),()00,000. 

Air.  MgGhee.  We  have  all  of  those  figures  here,  which  Mr.  Hall 
can  give  you. 

Mr.  Hall.  We  have  the  final  figures  reported  as  of  March  31  and 
preliminary  figures  as  of  April  30.  As  of  March  31,  the  balance 
remaining 

The  Chairman.  How  much  have  you  obligated  for  Greece  and  how 
much  for  Turkey? 

Mr.  Hall.  The  total  aid  to  Turkey  obligated  as  of  March  31  is 
$34,873,665  and  to  Greece  obligated  on  March  31,  is  $179,452,280, 
and  the  administrative  obligations  departmental,  are  $201,169.  The 
total  for  the  three  programs  as  of  March  31  is  $214,527,115,  leaving 
a  balance  of  $185,472,884  unobligated. 

I  ought  to  say  that  there  is  substantial  delay  in  reporting  the 
obligations,  because  many  of  them  are  incurred  overseas.  I  have 
a  summary  table  of  the  figin-es  for  April  30  on  a  preliminary  basis, 
and  they  show  total  obligations  of  $260,915,000. 

The  Chairman.  Do  you  have  a  break-down  of  that? 

Mr.  Hall.  I  do  not  have  a  break-down  as  between  Greece  and 
Turkey. 

The  Chairman.  Why  not? 

Mr.  Hall.  Because  we  obtained  this  over  the  week  end  by  telephone 
from  the  Army  and  a  summary  cable  from  the  mission,  so  that  we 
only  have  it  by  the  major  programs,  and  it  is  a  preliminary  figure. 
The  final  figure  for  Ajoril  will  not  be  available  until  about  the  20th 
of  the  month.  The  preliminarv  figure  is  $260,000,000  obligated,  which 
would  leave  an  unobligated  balance  of  $102,000,000. 

The  Chairman.  Well,  260  from  400  leaves  140,  according  to  my 
arithmetic. 

!Mr.  Hall.  That  is  correct.     I  read  the  wrong  figure. 

The  Chairman.  Do  you  have  any  break-down  of  this? 

Mr.  Hall.  I  have  a  break-down  of  this  as  between  militaiy,  civilian, 
and  administrative  expenses. 

The  Chairman.  The  administrative  expenses  in  Turkey  were  what? 

Mr.  Hall.  There  are  no  administrative  expenses  in  Turkey  as  such. 

The  Chairman.  That  is  all  military? 

Air.  Hall.  That  is  all  military,  and  the  program  administrative 
expenses  are  carried  as  part  of  the  program  cost. 

The  Chairman.  They  must  have  their  administrative  expense 
separate.     How  much  of  that  is  for  arms  and  how  much  for 

Mr.  Hall.  I  have  the  break-down  of  that  as  of  March  31.  Under 
the  aid  to  Turkey  program,  I  have  a  table  here  which  you  might  look 
at,  which  shows  the  break-down  b}^  projects. 

The  Chairman.  I  will  tell  you  what  I  want.  I  want  a  statement 
that  will  show  the  over-all  amoimt  for  equipment  and  arms  and  the 
over-all  amount  for  transportation  and  separately  for  the  other 
administrative  expenses. 

(The  information  is  as  follows:) 
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Encumbrances  and  obligations  as  of  Mar.  SI,  1948 


Greece 


Encumbered 


Obligated 


Turkey 


Encumbered 


Obligated 


Equipment  and  arms_ 

Transportation 

Other  operating  expenses 

C ivilian  program 

Administration,  mission 

Administration,  Department  of  State 

Balance 

Total 


$123,  726, 000 

12,216,000 

1,097,127 

107,  785,  724 

3, 300, 000 

254, 000 


$77, 092, 000 

7, 875, 000 

732, 650 

90, 167, 209 

2,  630, 169 

201,169 


,  710, 620 

,567,117 

402,  821 


51,621,149 


121,301,803 


32, 319, 442 


300, 000, 000 


300, 000, 000 


100, 000,  OOO 


$34, 047, 344 

1,598,000 

183,  575 


64,171,081 


100, 000, 000 


I  think  we  will  adjourn  at  this  time  until  1:45. 

SUMMARY  OF  DEPARTMENTAL  EXPENSES 

The  Chairman.  Do  you  have  any  green  sheets  in  here  under  the 
departmental  set-up? 

Mr.  Hall.  Yes;  on  page  18  there  is  a  break-down  of  the  depart- 
mental salaries  and  expenses.     The  salaries  are  on  page  17. 

The  Chairman.  You  want  18  people,  with  salaries  totaling  $83,000 
and  expenses  totaling  almost  $17,000. 

Mr.  McGhee.  Yes. 

The  Chairman.  I  think  we  might  put  those  tliree  pages  in  the 
record. 

Mr.  Cannon.  What  pages  are  your  referring  to? 

The  Chairman.  I  guess  all  of  those  pages,  17  to  20  inclusive;  that  is 
departmental. 

(The  statements  referred  to  follow:) 

Summary  of  departmental  personnel 


Actual,  1948 

Requested,  1949 

Office  of  the  Coordinator  of  Aid  to  Greece  and  Turkey                        -  - 

24 
2 
2 
2 
3 

14 
2 
2 
3 
2 
3 
1 
2 
3 

9 

Office  of  Near  East  and  African  Affairs ..     _ 

2 

Division  of  Near  Eastern  Affairs                                            _               .  . 

Division  of  Communications  and  Records  ._ _        

1 

Division  of  Organization  and  Budget ..     _          

1 

Division  of  Finance 

5 

Office  of  the  Legal  Adviser 

Division  of  Financial  Affairs 

Division  of  Investment  and  Economic  Development-   

Division  of  Departmental  Personnel..      .             .                .     . 

Division  of  Procurement  Control 

Division  of  International  Press  and  Publications.   

Division  of  Public  Liaison  . 

Division  of  Central  Services 

Total 

65 

18 

545 

Administration,  Department  of  State  salaries  and  expenses  (Departmental) 


Detail  of  personal  services 


Departmental: 

Clerical,  administrative,  and  fiscal  service: 

Grade  15.  Range  $9,975  to  $10,000: 

Special  assistant,  procurement 

Special  assistant 

Grade  14.  Ranee  $S,180  to  $9,377: 

Executive  officer 

Grade  13.  Range  $7,102  to  $8,060: 

Fiscal  officer 

Budget  and  management  analyst 

Grade  12.  Range  $5,905  to  $6,863: 

Administrative  officer 

F i seal  an  aly s t 

Fiscal  and  procedures  analyst 

Grade  11.  Range  .$4,902  to  .$5,905: 

Administrative  officer 

Placement  officer 

Reports  officer 

Grade  9.  Range  $4,150  to  $4,902: 

Administrative  assistant 

Grade  7.  Range  $3,397  to  $4,150 

Grade  5.  Range  $2,645  to  $3,397 

Grade  4.  Range  $2,:394  to  $2,845 

Grade  3.  Range  $2,168  to  $2,620 

Grade  2.  Range  $1,954  to  $2,394 

Professional  service: 

Grade  8.  Range  $9,975  to  $10,000: 

Coordinator  __ 

Deputy  coordinator 

Special  assistant,  foreign  trade 

Special  assistant,  organizational  relations- 
Reports  officer - 

Legal  adviser_ 

Grade  6.  Range  .$7,102  to  $8,060: 

Economic  analyst _ 

Adviser,  Near  East  and  African  affairs. .. 

Grade  5.  Range  $5,905  to  $6,863: 

Economic  analyst 

Grade  3.  Range  $4,150  to  $4,902: 

Documents  analyst .-. 

Special  assistant 

Foreign  affairs  analyst 


Deduct  lapses. 


Total  permanent,  departmental. 


Net  permanent,  departmental 

Reserve  for  annual  leave  and  within-grade  promotions. 


01 


02 
04 
06 
08 
09 


Personal  services. 


OTHER  OBLIGATIONS 

Travel 

Communication  services 

Printing  and  binding 

Supplies  and  materials 

Equipment 


Total,  other  obligations 

Total  appropriation  or  estimate,  departmental. 


Actual,  1948 


Number 


65 
12.8 


52.2 


52.2 


Total 
salary 


$9, 975 
9,975 

8,180 

7,342 
7,102 


5,905 
6,384 

9,804 
4,902 
4,902 

4,1.50 

6,  794 

23,  805 

35,  910 

21,680 

5,862 


9,975 

9,975 

10.  oon 

9,975 

10.  000 

10,  000 

14,204 
7,102 

17,715 

4,150 


4,150 


279, 918 
56,  228 


Estimate,  1949 


Number 


223. 690 
39,900 


263,  590 


1,  185 
2,518 

11,687 
4.050 

16,  970 


36,  410 


300,000 


18 
1.8 


16.2 


16.2 


Total 
salary 


$9, 975 


7,102 

5,905 
5,905 


5,905 
4,150 


6,935 
9,576 
6,504 


9,975 


4,150 


76, 082 
7,608 


68, 474 
14,612 


83,086 


1,000 

1.600 

10,  510 

3,904 


16, 914 


100,000 


The  Chairman.  Then  you  have  a  statement  covermg  the  field 
personnel? 

Mr.  McGhee.  Yes. 

The  Chairman.  That  is  a  inquest  that  Mr.  Griswold  is  going  to 
talk  about,  is  it  not? 

Mr.  McGhee.  Yes.  Of  course,  this  mission  is  quite  different  from 
the  Griswold  mission. 
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The  Chairman.  This  is  not  the  Greece  mission? 

Mr.  McGhee.  No. 

The  Chairman.  This  is  what  goes  to  Mr.  Hoffman's  set-up? 

RIJLATION    of    program    to    EGA    PROGRAM 

Mr.  McGhee.  That  is  correct,  the  economic  portion.  Mr.  Gris- 
wold  is  now  responsible  for  both  the  mihtary  and  economic  parts 
and  the  economic  part  will  in  the  future  get  funds  from  ECA  and  will 
look  to  Mr.  Hoffman. 

Mr.  Cannon.  To  what  extent,  if  any,  do  Mr.  Griswold's  activities 
coincide  with  these  activities? 

The  Chairman.  The  departmental  set-up  is  entirely  outside  the 
Griswold  fund,  and  he  has  nothing  to  do  with  it  except  in  the  liaison 
sense? 

Mr.  McGhee.  That  is  correct;  that  is  directly  under  the  Secretary 
of  State. 

The  Chairman.  This  set-up  here  in  the  field  for  the  Griswold 
amount  is  in,  so  far  as  it  relates  to  the  military? 

Mr.  McGhee.  That  is  correct. 

The  Chairman.  And  the  Hoffman  set-up  is  in,  so  far  as  it  relates  to 
food,  reconstruction  and  that  part  of  it? 

Mr.  McGhee.  That  is  correct,  although  there  are  a  few  border  line 
activities  I  would  like  to  point  out  covering  the  functions  under  Public 
Law  75  mission. 

The  Chairman.  That  means  that  the  Griswold  set-up  will  get  its 
pay  from  two  sources;  that  is,  some  of  them  will  be  on  one  roll  and 
some  on  another? 

Mr.  McGhee.  A  part  will  get  their  funds  from  ECA  funds,  and  that 
will  be  separate;  there  will  actually  be  two  separate  functions  under 
Governor  Griswold. 

The  Chairman.  You  mean  he  will  have  two  segments;  will  they 
both  be  under  him? 

Mr.  McGhee.  They  will  both  be  under  him  until  such  time  as  he 
is  replaced  by  a  direct  representative  of  Mr.  Hoffman,  or  untiLthe 
State  Department  sends  in  someone  else  to  be  responsible  for  military 
functions. 

need  for  departmental  personnel  requested 

The  Chairman.  Why  do  you  need  18  people? 

Mr.  McGhee.  There  are  a  number  of  the  present  functions  that 
will  have  to  be  performed,  and  are  planned  to  be  continued  by  the 
Department  of  State  mission.  In  connection  with  the  keeping  of 
records,  5  of  the  18  personnel  requested  are  in  the  Division  of  Finance 
and  will  keep  financial  records  of  the  expenditures  of  the  $275,000,000. 

In  addition  there  will  bo  the  reporting  function,  which  is  called  for 
by  the  legislation,  that  will  continue  to  be  the  responsibility  of  the 
Secretary  of  State.  There  just  needs  to  be  a  few  people  to  assure 
coordination  of  activities  of  this  military  mission  with  the  activities 
under  ERP,  so  far  as  they  have  to  be  coordinated  here  in  Washington. 
Of  course,  that  relates  to  the  State  Department's  function. 

The  Chairman.  Do  they  not  keep  records  in  the  War  Department 
of  this  military  aid?  That  is  all  that  is  going  to  be  involved  from 
now  on,  is  it  not? 
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Mr.  jMcGhee.  It  is  anticipated,  Air.  Chairman,  there  will  be  some 
function.s  which  are  now  under  the  Griswold  mission,  which  would 
not  be  appropriately  transferred  to  the  ECA.  These  do  not  involve 
a  great  expenditure  of  money,  but  they  are  important  functions.  I 
might  explain  by  illustration:  The  advisory  capacity  of  the  mission 
now  providing  service  to  the  Greek  Government  in  reference  to  Gov- 
ernment organization,  in  the  field  of  public  administration,  social- 
security  laws,  and  that  type  of  thing,  which  does  not  involve  the 
administration  of  the  ECA  program,  or  activities  of  that  kind,  and 
which  the  Administrator  probably  will  not  engage  in  in  any  other 
country.  It  is  anticipated  that  that  type  of  activity  would  remain 
with  the  Public  Law  75  mission.  That  involves  a  very  few  persons, 
but  the  mission  now  has  that  responsibility. 

Mr.  WiGGLESwoRTH.  What  fund  are  they  going  to  be  from? 

Mr.  McGhee.  Their  salaries  have  been  included  here  with  some 
consultants  in  the  civilian  government  field;  also  a  few  people  in  the 
office  of  the  chief  of  the  mission  who  would  be  paid  out  of  the  $300,000 
that  is  requested  from  the  appropriation  we  are  discussing. 

But  I  wanted  to  just  illustrate  that  they  do  go  a  little  beyond  the 
actual  military  into  a  field  which  is  not  of  interest  to  the  ECA. 

The  Chairman.  Does  not  the  Army  keep  complete  records  of  all 
of  these  financial  transactions,  and  will  it  not  keep  a  record  of  this 
appropriation  of  $275,000,000? 

Mr.  McGhee.  Yes. 

The  Chairman.  Why  would  you  need  to  have  an  account  in  the 
State  Department,  too?  It  would  hardly  seem  necessary  that  you 
should  have  two  different  sets  of  records  on  the  same  job? 

Mr.  McGhee.  It  will  not  be  as  involved  as  it  was  this  past  year, 
but  the  Department  of  State  receives  funds  which  in  turn  are  allo- 
cated to  the  three  services  which  perform  the  various  parts  of  the 
program,  and  it  is  necessaiy,  for  instance,  to  give  some  thought  to 
the  expenditure  of  those  funds,  establish  uniform  accounting  pro- 
cedures by  the  Army,  Navy  and  Air  Force;  and  of  course  the  respon- 
sibility for  reporting  under  the  legislation  is  on  the  Secretary  of  State, 
and  that  means  both  the  fiscal  and  c^ualitative  reporting  to  the 
Congress. 

Mr.  Wigglesworth.  Mr.  Chairman,  I  always  thought  that  the 
set-up  and  clerical  positions  here  in  the  Department  were  out  of  all 
reason,  and  apparently  Governor  Griswold  felt  so  when  the  original 
proposal  was  cut  down. 

This  proposes  a  further  cut.  I  do  not  see  offhand  what  is  the  use 
of  maintaining  in  the  State  Department,  as  you  have  just  suggested 
anything  in  addition  to  what  is  set  up  by  the  military.  I  think  these 
18  people  could  be  eliminated,  and  the  few  of  them  that  would  need 
to  be  retained  could  be  retained  in  the  War  Department  rather  than 
in  the  State  Department. 

The  Chairman.  That  is  the  thing  that  appealed  to  me.  I  do  not 
know  why  there  should  be  two  sets  of  records  kept. 

Mr.  McGhee.  I  will  say  that  there  would  not  be  a  duplicate  of 
the  same  detailed  records  kept  by  the  service  departments. 

The  Chairman.  You  would  have  three  places  to  find  out  what  the 
story  is? 

Air.  McGhee.  Yes.  But  the  legislation  gives  to  the  Secretary  of 
State  the  administration,  and  he  in  turn  reallocates  to  the  several 
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departments,  and  he  is  responsible  to  the  Congress — responsible  for 
expenditure  of  the  funds,  and  reporting  to  the  Congress. 

Air.  WiGGLEswoRTH.  What  is  the  use  of  giving  it  to  the  Secretary 
of  State  if  it  is  going  to  be  spent  by  the  War  Department  and  other 
departments? 

Mr.  AIcGhee.  I  think  that  is  a  rather  basic  point,  Mr.  Wigglesworth, 
which  underlies  the  whole  legislation,  the  fact  that  under  this  program 
Congress  decided  that  the  mission  in  Greece  should  be  headed  by  a 
civilian.  I  believe  that  question  properly  should  be  reconsidered  in 
the  light  of  the  other  implications  before  you  take  steps 

The  Chairman.  You  will  get  the  other  program  woimd  up  before 
long? 

Mr.  McGhee.  We  will  probably  wind  up  the  present  program.  I 
think  perhaps  Mr.  Hull  can  outline  to  j^ou  some  of  the  additional 
functions  that  will  need  to  be  completed. 

Mr.  Hall.  We  will  have  next  year  the  Public  Law  75  financial 
records  to  complete.  In  part,  the  duties  of  these  five  people  will  be 
required,  in  the  Finance  Division,  to  wind  up  the  records  in  connec- 
tion with  the  money  appropriated  under  75. 

The  Chairman.  You  mean  you  would  not  have  any  lapses,  over 
one  and  a  half  out  of  the  18? 

Air.  Hall.  The  assumption  is  that  there  would  also  be  the  master 
account  to  be  kept  in  the  State  Department,  and  that  reporting  will 
continue  as  at  present,  and  that  the  State  Department  will  do  the  fiscal 
reporting.  It  will  receive  reports  from  the  services,  and  maintain 
the  personnel  and  staff  expenditure  records  itself.  ECA  will  pick  up 
the  economic  program  from  June  30,  but  there  will  be  continuing  work 
under  Public  Law  75. 

The  Chairman.  You  would  not  expect  that  to  hang  on  for  any 
undue  length  of  time;  you  could  expect  to  get  those  records  cleaned 
up  in  3  months;  and  you  would  expect  more  lapses  with  18  people; 
you  could  expect  more  than  one  and  a  half  of  them,  on  these  clean-ups, 
resulting  from  these  clean-ups. 

Air.  Hall.  We  are  assuming,  sir,  that  during  the  early  part  of  the 
year — you  will  note  we  have  come  down  from  the  65  figure  to  18 — 
and  during  the  early  months  of  the  year,  during  this  clean-up  period, 
there  will  be  carried  more  than  the  18;  in  other  words,  it  will  be  over- 
strength  for  a  short  period. 

The  Chairman.  You  only  show  18  positions  and  one  and  a  half 
lapses. 

Air.  Hall.  That  is  correct. 

The  Chairman.  I  do  not  believe  I  want  to  ask  anymore  questions 
on  that  particular  phase  until  we  get  into  the  military  end  of  it. 
The  military  end  is  what  we  would  get  from  the  Army? 

Air.  AIcGhee.  Yes;  there  are  representatives  here  prepared  to 
speak  to  those  items.  Alay  I  suggest  that  there  are  a  rather  large 
number  of  miscellaneous  Washmgton  "backstop"  activities.  For 
instance,  we  have  a  large  volume  of  telegrams  that  are  not  of  interest 
to  the  ECA  and  which  ordinarily  would  not  be  expected  to  be  handled 
by  the  Administrator  of  the  ECA.  For  instance,  some  of  them  refer 
to  advisory  functions  with  the  Greek  Government  which  are  outside 
the  type  of  thing  that  the  Administrator  is  interested  in. 

The  Chairman.  Whose  pay  roll  will  Governor  Griswold  or  whoever 
succeeds  him  be  on;  would  it  be  included  under  the  ECA  or  would  it 
be  included  under  the  State  Department? 
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Mr.  McGhee.  He  will  be  substituted  by  two:  One  at  the  head  of  the 
EGA  mission,  who  will  be  on  the  pay  roll  of  the  EGA;  and  the  State 
Department  plans  to  succeed  Governor  Griswold  with  another  civil 
administrator  on  the  military  side  who  would  be  both  Ambassador 
and  head  of  Public  Law  75  mission. 

Governor  Griswold  plans,  as  Mr.  Stefan  indicated,  to  leave  some- 
time after  the  end  of  the  year,  and  at  that  time  it  is  anticipated  that 
an  Ambassador  would  be  named. 

The  Chairman.  I  had  thought  that  we  would  wait  until  Mr.  Gris- 
wold gets  here,  when  we  will  have  Mr.  McGhee  and  Air.  Griswold 
together. 

DISCUSSION    AS    TO    NEED    FOR    FLEXIBILITY    IN    ALLOCATION    OF    FUNDS 

BETWEEN  GREECE  AND  TURKEY 

Mr.  Case.  Mr.  McGhee,  this  morning,  you  said  that  you  are  ask- 
ing for  $275,000,000  in  this  request? 

Mr.  McGhee.  Yes. 

Mr.  Case.  And  I  understand  that  you  want  to  leave  it  flexible  so 
that  it  can  be  spent  either  in  Greece  or  Turkey? 

Mr.  McGhee.  Yes. 

Mr.  Case.  You  may  not  need  the  $200,000,000  in  Greece,  but  if 
you  do  not  you  would  need  it  in  Turkey? 

Mr.  McGhee.  This,  of  course,  would  give  flexibility  to  the  use  of 
the  fund,  which  would  give  it  strength,  and  for  keeping  the  Govern- 
ments knowing  how  much  would  be  available  to  Greece  or  Turkey. 

Air.  Case.  This  morning  I  understood  you  to  say  that  one  country 
might  not  need  the  full  amount  requested,  but  vou  have  divided  the 
$200,000,000  for  one  as  against.  $75,000,000  for  the  other. 

Air.  AIcGhee.  We  are  convinced  what  we  need  this  full  amount, 
however  the  relative  urgency  might  vary;  the  condition  in  one  country 
might  require  more  than  was  originally  planned. 

Air.  Case.  But  if  you  found  you  did  not  need  as  much  in  one  coun- 
try why  would  you  need  the  total? 

Air.  AIcGhee.  They  did  not  arrive  at  any  conclusion  as  to  what 
would  be  the  minimum  needs,  but  we  believe  that  the  fuU  amount  will 
be  requu-ed,  and  it  will  just  give  the  Administrator  a  little  more 
flexibihty  to  carry  out  the  program  to  meet  any  emergency  that  might 
arise,  and  it  is  very  important  that  he  have  this  type  of  discretion, 
similar  to  the  discretion  that  has  been  placed  in  Air.  Hoffman  in 
allocating  the  EGA  funds. 

Air.  Case.  I  do  not  know  that  so  much  discretion  is  left  with  him; 
the  departments  have  presented  estimates  proposed  for  each  country, 
and  Air.  Hoffman  came  out  with  the  statement  what  he  proposes  to 
divide  amongst  the  different  countries. 

Air.  AIcGhee.  Yes;  but  I  think  he  is  free  to  change  the  allocations 
under  the  law,  although  I  would  not  undertake  to  speak  with  authority 
on  that. 

The  Chairman.  Do  you  have  something  you  wish  to  say  about  the 
military  program  and  what  it  would  cost.  Colonel  Crawford,  or  would 
you  like  to  make  a  general  statement? 

Colonel  Crawford.  I  can  give  you  a  general  statement  for  the 
record,  with  reference  to  the  mone}^  for  Greece.  It  is  broken  down 
into    categories    to    cover    automatic    equipment,    mostly    artillery, 


550 

* 

vehicles,  and  maintenance  of  the  present  system;  ammunition  for 
some  antiaircraft  weapons.  In  regard  to  Greece,  for  example,  there 
has  been  no  air  threat  in  the  present  trouble  over  there. 

The  Chairman,  In  the  justifications  that  have  been  submitted  to 
us  there  is  no  set-up  which  tells  us  separately  what  is  being  asked 
for  Greece  and  Turkey,  is  there? 

]Mr.  McGhee.  In  the  unclassified  part  that  is  true.  We  have  that 
break-down  in  the  classified  document  which  we  gave  to  the  com- 
mittee. 

The  Chairman.  Is  that  available  for  us  now? 

Mr.  McGhee.  Yes.     That  is  broken  down  in  the  classified  status. 

The  Chairman.  That  means  that  we  should  not  go  into  details  in 
this  hearing? 

Mr.  McGhee.  On  the  record? 

The  Chairman.  I  mean  for  the  record. 

Mr.  McGhee.  I  think  that  is  correct.  We  can  give  the  committee 
the  figures  for  the  particular  combinations  designated  by  the  com- 
mittee but  the  details  I  think  should  remain  in  the  classified  status. 

The  Chairman.  In  this  general  break-down,  I  think  we  should 
put  in  the  record  page  4  and  page  5. 

summary    of    estimates    for    assistance    to    GREECE     AND    TURKEY 

Then  you  have  a  break-down  on  page  6  which  we  will  probably 
want  in  the  record;  the  one  on  pages  7  and  8. 

(The  statements  on  the  pages  referred  to  follow:) 


Assistance  to  Greece  and  Turkey 
Summary  of  budget  estiniates 


1948 


1949 


I.  Military  program 

II.  American  mission  to  Greece... 

III.  Administration,  Department  of  State 

IV.  Civilian  program 

Total  program 


$271, 850, 000 

4,  200, 000 

300, 000 

123,  650, 000 


400, 000, 000 


$274,  600, 000 
300. 000 
100, 000 


275, 000, 000 


Military  program. 


1348,  appro- 
priated 


Supplemental 
requested  for 

fiscal  year 
1948  and  for 

fiscal  year 
1949 


ITEMIZATION'   OF  APPROPRIATION'  REQUEST 

Ground  Forces: 

Quartermaster  service.  Army 

Medical  and  Hospital  Department,  Army 

Engineer  service.  Army 

Signal  service.  Army 

Ordnance  service  and  supplies 

Training 

Chemical  supplies 


Total,  Ground  Forces 

Air  Forces  program 

Miscellaneous  services  and  supplies 

Navy 

Program  costs,  not  otherwise  specified. 

Arsenal  program 

Roads  program 


Grand  total . 


$87,  651,  601 
2,  295,  500 
6,  206,  019 
8,  933,  585 

100,  038,  068 


100, 000 


205,  224,  773 

23,  825,  227 

550,  000 

29,  750,  000 

2,  500.  000 

5,  000,  000 

5,  000,  000 


271,850,000 


$87,  516,  710 

1,260,502 

3,  429,  ,340 

11,973,916 

92,  726,  454 

575, 000 


197, 481, 922 
50,  764, 198 


22. 000,  000 
4, 353,  880 


274.  600,  000 
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Military  program — Continued 


194S.  appro- 
priated 

Supplemental 
requested  for 

fiscal  year 
1948  and  for 

fiscal  year 
1949 

GREECE   AND  TURKEY  COMBINED 

Ground  Forces: 

Quartermaster  service,  Army: 

Subsistence ...       .                           

$56,  919, 450 

3,281,939 

3,  278,  000 

13,321,066 

985,  327 

1. 196.  201 

680,  945 

7, 988.  673 

$49, 849, 070 

Regular  supplies  and  equipment 

2,  776,  290 

Fuels  and  lubricants 

7, 906,  488 

Clothing  and  individual  equipment 

16,66.3.274 

Horses,  draft  and  pack  animals 

649.  400 

Forage. --.  __ 

2,171,700 

Animal  equipment 

175.  0(M) 

Packing,  handling,  and  transportation 

7.  .325.  488 

Total 

87,651.601 

87.516.710 

Medical  and  Hospital  Department,  Army: 

Supplies  and  equipment .  

1, 865,  500 
430,  000 

1.  009.  202 

Packing,  handling,  and  transportation 

251,300 

Total              ... 

2,  295,  500 

1,  260.  502 

Engineer  service,  Army: 

Supplies  and  equipment ..  _ 

4,  443.  791 

390. 868 

1, 371,  .360 

1,797,924 

Repair  and  maintenance 

947.  435 

Packing,  handling,  and  transportation ._  

683.  981 

Total 

6,  206, 019 

3, 429. 340 

Signal  service,  Army: 

Replacement,  maintenance,  and  spare  parts  to  maintain  new  and 
existing  equipment  in  hands  of  Greek  and  Turkish  armed  forces. .. 
New  equipment  for  Greek  and  Turkish  armed  forces..     ...  ... 

1,261,694 
6,  250,  782 
1,421,109 

2.  834. 141 
6,  767.  0ti3 

Packing,  handling,  and  transportation 

2,372,712 

Total 

8,  933,  585 

11.973,916 

Ordnance  services  and  supplies: 

Replacement,  maintenance,  and  spare  parts  for  existing  and  new 
equipment  for  the  Greek  and  Turki.sh  armed  forces,  as  follows: 
.\mmunition     .  _ 

20, 140,  070 
7.  203.  998 

53.  424.  089 
1,  700,  710 

20.  776,  950 

Artillery  and  fire-control  equipment,  small  arms  and  mortars 

Vehicles ... 

9.837,125 
43,  742,  649 

Miscellaneous 

Instruments  -  ...  ..  

19,202 

Packing,  handling,  and  transportation 

17,  569,  201 

18,350,528 

100, 038, 068 

92,  726. 454 

Training .  .      ... 

575.000 

Chemical  supplies: 
Grenades 

84,  500 
15,500 

Packing,  handling,  and  transportation 

100, 000 

Total,  ground  forces..  

205.  224,  773 

197, 481. 922 

Air  Forces  program: 

Aircraft,  new  and  replacement . 

3, 384. 978 
3,170.316 
7,  750, 452 

5.31R.560 

Operations,  aircraft .  

10.309,6.55 

Other  operating  costs . 

15.  644.  521 

Subsistence . 

1.  700.  700 

Training.   .. 

3, 600,  000 

2,  500. 000 

75.000 

3,344,481 

2. 889. 0(K) 

Airfield  construction 

7.  842.  952 

Packing,  handling,  and  transportation .        . 

7,058.810 

Observation  planes 

Total,  .\ir  Forces 

23, 825, 227 

50.  764. 198 

Miscellaneous  services  and  supplies 

550,000 

29.  750,  000 

2.  500.  000 

5.  000.  (MX) 

5.  000.  000 

Navy 

22. 000. 000 

Program  costs  not  otherwise  specified 

4. 353, 880 

Arsenal  program .... 

Roads  program  .  . 

Grand  total     .... 

271,850,000 

274, 600,  000 
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Military  Program 
quartermaster  service  army 

The  Chairman.  We  will  start  in  and  go  right  do^vll  the  line  on  these 
items  for  V^e  Quartermaster  service,  Aiiny.     That  includes  ration? 

Colonel  Crawford.  Ration  and  clothing. 

The  Chairman.  Yes.  Does  that  cover  funds  "with  which  the  Army 
over  there  is  paid? 

Colonel  Crawford.  No;  the  Quartermaster  services  are  those  of 
supplies  and  subsistence. 

The  Chairman.  That  is,  supplies  and  subsistence? 

Colonel  Crawford.  Yes.  In  the  other  book  it  is  broken  down. 
On  page  6,  the  87  figure  is  broken  down  on  Greece  into  8  general 
categories  into  more  detail;  in  the  justifications. 

The  Chairman.  Do  you  have  a  break-down  of  the  items  on  page  5, 
in  that  first  block,  totaling  $205,000,000  for  1948  and  $197,000,000  for 
1949?  I  would  like  to  have  the  obligations  covering  each  of  those 
items  down  to  April  30.     Can  you  give  me  that? 

Mr.  Hall.  I  cannot  give  you  the  details  to  the  30th  of  April. 
We  have  the  preliminary  totals. 

The  Chairman.  You  have  the  total? 

Colonel  Crawford.  Do  we  have  that  through  the  30th  of  April? 

Colonel  Davis.  Yes;  we  have  that  in  the  office  but  we  do  not  have 
it  here.  The  figures  are  in  the  course  of  preparation  and  can  be 
supplied. 

The  Chairman.  You  can  get  that  together  and  make  it  available 
to  us? 

Colonel  Davis.  Yes. 

air  force  program 

The  Chairman.  For  the  item  on  page  8  can  you  give  us  the  obliga- 
tions down  to  the  present  time,  for  the  Air  Force  program? 
Colonel  Crawford.  Do  we  have  the  Air  Force  figures? 
The  Chairman.  And  this  miscellaneous  service  and  supplies. 
(This  information  appears  on  p.  613  of  these  hearings.) 

navy  program 

The  Chairman.  I  think  we  ought  to  have  the  Navy  figures.  Is  the 
Navy  prepared  at  this  time  to  tell  us  what  those  obligations  are? 

Commander  MacKenzie.  You  refer  to  the  1948  figures? 

The  Chairman.  The  1948  figures;  yes. 

Commander  MacKenzie.  The  sum  of  money  obligated — all  of  it  is 
obligated  right  now. 

The  Chairman.  Your  money  is  all  obligated? 

Commander  MacKenzie.  Yes.  By  that  I  mean  that  a  demand 
has  been  received  but  the  expenditure  has  not  yet  been  made. 

The  Chairman.  I  want  to  know  what  the  obligations  are,  where 
you  have  actually  entered  into  a  contract  for  delivery  of  goods.  That 
might  be  you  had  put  somebody  on  the  pay  roll,  or  it  might  be  you 
had  called  somebody  and  told  them  that  you  had  a  contract  and  you 
would  like  delivery  of  goods,  and  I  want  to  know  how  much  has  been 
obligated? 
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Commander  MacKenzie.  I  would  have  to  got  you  the  detailed 
break-down  covering  the  obligations. 

(This  information  will  be  supplied  to  the  committee  when  prepared.) 

The  Chairman.  You  have  a  program  called  NOS. 

j\Ir.  Hall.  Not  otherwise  specified. 

The  Chairman.  Do  you  have  the  figures  covermg  those  obligations? 

Mr.  Hall.  I  do  not  have  them. 

The  Chairman.  You  will  have  them  when  the  Governor  is  here? 

arsenal  program 

Arsenal  program,  $5,000,000.  How  about  the  obligations  under 
that? 

Colonel  Davis.  $100,000  has  been  obligated  and  the  remaining 
will  be  obligated  within  the  next  few  days ;  we  should  have  a  complete 
survey  report  as  to  the  necessary  steps  to  be  taken  to  implement  that 
program. 

ROAD    PROGRAM 

The  Chairman.  And  the  road  program,  $5,000,000;  how  much  of 
that  has  been  obligated? 

Colonel  Davis.  From  the  Department  of  Army's  point  of  view 
about  a  half  million  dollars  has  been  obligated  in  the  road  program. 

Colonel  Crawford.  This  program  is  being  handled  by  Public 
Roads. 

The  Chairman.  You  will  have  that  when  Governor  Griswold 
is  here? 

Mr.  McGhee.  Yes. 

The  Chairman.  Are  there  any  questions  on  that  general  statement? 
H  not  we  will  take  up  the  break-down  of  the  justifications  oft"  the 
record. 

(Discussion  off  the  record.) 

relation  of  estimates,  1949  TO  APPROPRIATIONS,  1948 

Mr.  ^A'iggleswoith.  I  would  like  to  ask  Mr.  McGhoe  an  over-all 
question.  $400,000,000  was  put  up  for  Greece  and  Turkey  in  this 
fiscal  year. 

Mr.  McGhee.  Yes,  sir. 

Mr.  Wigglesworth.  And  we  were  told  this  morning  that 
$173,000,000  of  that  went  to  Greece  for  military  purposes,  and 
$100,000,000  went  to  Turkey  for  military  purposes.  That  makes  a 
total  of  $273,000,000  for  military  purposes,  and  that  the  balance  of 
$127,000,000  was  for  nonmilitary  purposes. 

Now,  by  a  strange  coincidence  I  notice  that  this  proposal  is  to  allot 
$126,000,000  to  Mr.  Hoffman,  and  to  request  $274,000,000  for  military 
purposes. 

In  other  words,  what  3^011  have  really  done,  is  it  not,  is  to  take  lh(> 
actual  experience  in  1948  and  divide  it  up  on  the  same  over-all  dollar 
basis  between  EC  A,  on  the  one  hand,  and  this  request  that  is  before 
us,  on  the  other  hand? 

Mr.  iVIcGHEE.  I  think  the  military  requirement  herein  stated,  Mr. 
Wigglesworth,  is  quite  independent  of  any  funds  for  economic  pur- 
poses. 
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Mr.  WiGGLESwoRTH.  That  is  not  my  question.  Four  hundred 
milhon  dollars  was  made  available  this  year. 

Mr.  AIcGhee.  Yes,  sir. 

Mr.  WiGGLESwORTH.  And  the  split  is  $273,000,000  as  to  military, 
and  $127,000,000  was  made  available  for  nonmilitary  purposes. 

Mr.  McGhee.  Yes,  sir. 

Mr.  Wiggles  WORTH.  As  a  matter  of  fact,  what  the  State  Depart- 
ment and  the  War  Department  have  done  is  to  take  the  $400,000,000, 
the  over-all  figure  again  for  1949,  the  same  over-all  figure,  using  that 
and  saying  that  we  will  put  $126,000,000  into  EGA  for  Mr.  Hoffman, 
and  we  will  request  the  balance,  or  $274,000,000  in  this  request 
before  us  today,  the  identical  sum. 

Mr.  McGhee.  I  do  not  recognize  the  $126,000,000  figure  that  you 
mentioned,  Mr.  Wigglesworth. 

Tvlr.  Wigglesworth.  For  the  EGA  figure  over  all  it  says 
$106,000,000. 

Mr.  McGhee.  Yes,  $106,000,000. 

Mr.  Wigglesworth.  I  have  included  Turkey  in  that.  I  do  not 
have  the  table  before  me. 

Mr.  McGhee.  That  figure  is  $10,000,000,  the  Western  Hemisphere 
deficit  for  Turkey. 

These  figures,  Mr.  Wigglesworth,  were  made  up  by  difi'erent  people 
in  the  State  Department.  For  example,  these  military  mission  figures 
were  arrived  at  bj^  the  military  missions  in  the  field  coming  in  from 
them  and  being  screened  in  the  Department.  I  would  say  that  ob- 
viously there  is  some  over-all  relationship,  but  the  correspondence 
at  these  totals  is  largely  coincidental.  The  general  requirements  of 
the  area  are  roughlv  the  same.  It  happens  that  the  figure  in  Greece 
is  increased  from  $173,000,000  to  $200,000,000  for  the  military.  The 
figure  for  Turkey  that  Ambassador  Wilson  put  forward  w  as  $  1 1 1 ,000,000, 
was  considerably  reduced  to  accommodate  this  over-all  total. 

Mr.  Wigglesworth.  Yes ;  but  you  have  asked  for  complete  latitude 
in  the  application  oi  these  military  fimds,  and  if  you  take  the  over-all 
total,  if  my  mathematics  is  correct,  you  are  requesting  almost  the 
same  dollar  for  dollar  for  the  two  countries  on  the  military  side. 

Mr.  MgGhee.  That  is  right. 

Mr.  Wigglesworth.  You  are  asking  for  exactly  what  has  been  or 
is  to  be  spent  in  those  two  countries  in  the  present  fiscal  year. 

Mr.  AIgGhee.  That  is  quite  right,  but  as  I  say  there  were  cuts 
on  the  Turkish  program  made  rather  arl)itrarily.  I  think  there  may 
have  been  an  intent  not  to  raise  the  total  amoimt  of  military  aid  to 
these  two  countries. 

Mr.  Wigglesworth.  If  you  remove  those  cuts  under  the  discre- 
tion you  ask  for  the  over-all  totals  are  the  same. 

Mr.  MgGhee.  With  respect  to  the  request  that  came  from  the 
field  in  the  case  of  the  Turkish  program 

Mr.  Wigglesworth  (interposing).  But  if  you  are  given  the  dis- 
cretion which  you  rec{uest  you  can  apply  the  identical  number  of 
dollars  next  year  as  this  year? 

Mr.  McGhee.  That  is  correct,  except  the  request  for  Greece  is 
greater  for  military  purposes  next  year.  I  think  from  anything 
we  can  foresee  that  we  can  go  forward  wath  this  $200,000,000,  and 
$75,000,000  allocation.  The  purpose  behind  asking  that  w^e  be  free 
to  reallocate  was,  if  the  situation  changes  drastically,  or  if  the  pattern 
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of  the  forces  that  are  being  exerted  on  Turkey  or  the  guerriha  war 
changes,  whoever  has  to  admhiister  the  program  will  be  free  to  meet 
the  emergency  as  it  arises. 


Thursday,  May  20,   1948. 

Progress  of  Greek  Aid  Program  to  Date 

STATEMENT  OF  DWIGHT  GRISWOID,  CHIEF,  AMERICAN  MISSION 

FOR  AID  TO  GREECE 

The  Chairman.  Do  you  wish  to  speak  on  or  off  the  record? 

Mr.  Griswold.  Whichever  you  desire.  There  are  some  things  I 
may  want  to  say  off  the  record. 

The  Chairman.  When  we  ask  you  definite  things  about  figures,  or 
anything  of  that  character,  we  would  like  it  on  the  record.  You  may 
feel  free  to  tell  us  whenever  you  wish  to  go  off  the  record.  I  would 
like  to  have  you  cut  loose  and  tell  us  what  you  can  so  you  can  bring 
us  up  to  date. 

\[r.  Mahon.  And  if  you  feel  that  you  have  said  something  in  an 
unhappy  way  that  may  prove  embarrassing,  you  can  change  it  when 
the  record  comes  to  you. 

The  Chairman.  That  is  right. 

Mr.  Griswold.  You  are  interested  in  a  rather  general  discussion 
of  the  situation? 

The  Chairman.  We  would  like  to  have  a  picture  of  what  the  present 
situation  is  and  what  has  been  accomplished  in  the  last  12  months,  or 
since  you  landed  there.     You  cannot  go  behind  that. 

Mr.  Griswold.  Well,  sii',  I  left  Washington  on  the  13th  of  July, 
which  is  just  a  little  more  than  10  months  ago,  and  I  will  say  to  you 
very  candidly  it  has  been  a  niighty  tough  condition  to  meet,  a  tough 
job;  tough  in  many  more  ways  than  I  anticipated,  but  also  more 
pleasant  in  some  ways  than  I  anticipated. 

As  to  the  situation  in  Greece,  the  morale  of  the  people  of  Greece  is 
the  highest  today  of  any  time  within  the  10  months  that  I  have  been 
there.  During  the  past  10  weeks  the  Greek  Army  has  attained  some 
definite  successes.  Since  the  1st  of  March  they  have  killed,  captured, 
or  have  had  surrendered  to  them  over  4,000  of  the  bandits;  about  2,000 
of  those  in  one  operation  in  March,  which  started  somewhat  by  luck. 
A  bunch  of  them  happened  to  get  themselves  in  a  bad  position  and 
the  army  moved  in  rather  quickly  and  cut  them  off  a  ad  eliminated 
the  2,000.  Since  then  there  has  been  another  2,000  eliminated  as  the 
result  of  a  well-planned  and  well-coordinated  attack  which  cut 
several  thousand  oft'  from  any  support,  and  finally  they  simply  closed 
in  on  them  and  ])etween  five  ancl  six  hinidred  were  killed,  between 
five  and  six  hundred  surrendered,  and  about  1,000  were  captured. 

That,  naturally,  has  improved  the  morale  of  the  people  of  Greece 
tremendously. 

In  addition,  our  construction  program  is  just  now  reaching  its 
peak.  Candidly,  I  was  rather  disappointed  at  the  slowness  of  our 
construction  program.  I  thought  that  we  would  get  along  quicker 
than  we  did,  but  there  was  a  shortage  of  equipment,  a  shortage  of 
personnel,  and  the  equipment  was  slow  in  arriving.     The  result  was 
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that  while  during  the  \vinter  they  did  a  lot  of  preliminary  work, 
they  are  just  now  beginning  to  bring  things  to  a  head,  to  where  you 
can  see  what  has  been  accomplished. 

A  third  cause  of  the  improvement  in  the  morale  of  the  Greek 
people  is  the  fact  that  a  very  good  crop  is  in  prospect.  While  I 
cannot  claim  that  is  any  result  of  the  program  of  the  American  mis- 
sion, yet  it  still  has  a  tremendous  effect  upon  the  spirit  of  the  Greek 
people.  The  crop  in  Greece  could,  with  perfect  weather  from  now 
on,  that  is,  tlu-ough  the  harvest  season,  be  as  much  as  50  percent 
greater  than  the  crop  last  year.  That  is  just  an  act  of  God,  but  it 
does  have  a  very  great  effect  upon  the  sphit  of  the  people. 

Mr.  Mahon.  An  act  of  God  is  perhaps  the  greatest  hope  we  have 
anywhere. 

Mr.  Griswold.  Also,  the  result  of  the  elections  in  Italy  were 
watched  very  closely  by  the  people  of  Greece.  As  you  know,  they 
are  great  readers;  they  are  very  intelligent  people;  they  watch  all 
these  things  very  closely,  and  tbe  result  of  the  election  there  bad  a 
very  fine  and  uplifting  effect  upon  tbe  morale  of  tbe  people.  So, 
today,  there  is  more  optimism  in  Greece  than  there  has  been  at  any 
time  since  I  arrived  there. 

I  think  that  perhaps  the  most  important  decision  made  which 
affected  the  recent  military  successes  was  tbe  decision  made  last 
December  to  permit  American  officers  to  advise  the  Greek  Army  in 
their  military  operations.  Tbe  facts  are  that  the  Greek  officers  are 
smart;  they  are  intelligent.  It  is  not  a  type  of  war  where  you  have  to 
know  all  about  airplanes,  tanks,  and  a  lot  of  other  things;  it  is  the  kind 
of  war  that  might  be  called  an  Indian  type  of  fighting,  involving  rather 
simple  operations,  and  the  Greeks  are  smart  enough  to  do  tbe  job. 
But  after  all,  the  uniform  of  tbe  United  States  has  a  lot  of  prestige  in 
Greece  and  the  fact  that  American  officers  have  been  advising  in  the 
higher  command  posts  of  the  Greek  Army  has  stiffened  the  backbone 
of  the  Greek  officers  and  they  are  going  out  and  doing  a  much  better 
job  than  they  ever  did  before. 

After  being  in  Greece  about  2  months  I  recommended  that  Ameri- 
can officers  be  sent  there  to  do  that  job.  There  was  much  discussion. 
It  was  about  3  months  later,  late  in  December,  before  the  Govern- 
ment here  decided  on  it,  but  I  think  it  has  had  a  very  definite  effect 
on  the  morale  of  the  Greek  Army.  A  lot  of  their  effective  fighting 
now  is  duo  to  that  decision. 

The  relations  between  the  Americans  and  the  Greeks  are  very 
pleasant.  We  have  been  pretty  tough  with  them,  so  tough  some- 
times they  have  criticized  us  to  our  Government,  but  after  arguing 
and  insisting  in  a  rather  firm  manner  that  such  and  such  a  thing  has 
to  happen  before  we  do  this  or  that,  the}^  stdl  personally  like  us. 
The  personal  relationships  are  very  good. 

The  Greeks  have  had  foreign  missions  there  for  years.  Many 
countries  have  had  advisers  in  Greece  to  give  advice  to  the  Greek 
Government,  but  1  am  convinced  that  there  is  more  basic  friendship 
between  the  Americans  and  the  Greeks  than  between  tbe  Greeks  and 
any  other  people.  Part  of  that  is  the  result  of  the  immigrants  that 
have  come  to  this  country,  and  then  they  write  back  and  tell  tbe 
people  back  home  the  kind  of  people  Americans  are.  I  have  not  had 
one  single  report  of  an  American  officer  working  with  the  Greek  Army 
being  insulting  toward  the  Greeks  and  making  tactless  statements. 
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We  try  to  bo  firm  in  our  advice,  but  we  also  try  to  be  friendly,  and  I 
think  on  that  side  it  has  been  working  out  very  well. 

I  think,  more  than  I  did  when  I  was  with  your  committee  more  than 
10  months  ago,  that  the  American  aid  program  needs  to  be  adminis- 
tered by  people  who  watch  carefully  where  the  money  goes  and  who 
try  to  see  that  you  get  as  nearly  to  a  dollar's  worth  of  value  out  of 
your  dollar  as  you  possibly  can. 

I  can  speak  only  for  Greece,  but  you  camiot  in  that  country  just 
turn  the  money  over  to  the  Government  and  say,  "Now,  j'ou  go 
ahead  and  do  it."  You  have  to  watch  it  and  have  Americans  there 
to  see  what  happens. 

You  remember  when  I  met  with  the  committee,  I  guess,  the  fii'st 
part  of  July,  we  discussed  a  great  deal  about  where  the  money  was 
going  to  be  spent,  and  so  forth. 

You  probably  know  that  since  that  time,  after  looking  over  the 
ground  and  seeing  the  situation,  and  taking  that  tentative  budget  as 
the  starting  point,  we  transferred  about  $22,000,000  from  the  civilian 
side  of  the  budget  to  the  military. 

We  decided  it  was  necessary  to  increase  the  Greek  Army  and  we 
cut  down  on  the  construction  and  rehabilitation  funds  in  order  to  do- 
that.  I  hated  to  do  it,  but  finallj^  decided  it  was  necessary,  and  1 
think  that  decision  has  helped  in  making  the  Greek  Army  more  effec- 
tive and  more  efficient. 

I  do  not  have  these  figures— I  am  just  ad  libbing  this  whole  state- 
ment-— ^but  I  think  you  will  find  if  you  look  up  the  tentative  budget 
that  we  discussed  last  July  that  there  is  not  a  single  item  in  the  budget 
that  has  been  increased  except  the  item  for  military  expenditure. 
Our  agricultural  program  is  smaller  than  we  anticipated.  Each  item, 
public  health,  and  everything  has  been  reduced.  So,  we  did  not  start 
out  to  try  to  build  up  the  different  divisions  and  see  that  each  spent 
money.  There  has  been  an  honest  desire  to  see  that  the  money  was 
spent  advisedly.  We  did  have  to  increase  the  military  budget,  and 
we  cut  down  on  the  others  to  take  care  of  that  fact. 

It  has  been  a  working  mission.  The  spirit  of  the  members  has  been 
very  good.  I  really  have  had  the  help  of  very  good  advisers.  They 
have  worked  hard.  Twelve  and  fifteen  hours  a  day  has  not  bothered 
them,  and  that  has  gone  on  day  after  day,  and  that  includes  the  girls. 
There  has  been  a  good  spirit.  They  are  willing  to  go  out  and  work 
overtime  and  get  the  job  done. 

We  have  tried  to  keep  away  from  becoming  a  planning  mission  and 
developing  a  lot  of  reports  as  to  what  should  be  done.  We  have  tried 
to  be  an  operatmg  mission  and  do  the  job  that  we  set  out  to  do  in 
that  year. 

There  have  been  a  lot  of  headaches.  The  recruiting  of  personnel  in 
some  divisions  was  very  slow,  and  that  was  especially  true  on  the 
administrative  side  of  things. 

We  tried  and  tried  everywhere  for  help  in  our  Budget  Section  and 
in  the  Administrative  Division  in  general,  and  we  had  to  make 
several  changes  there  trying  to  get  the  thing  to  operating  more 
smootldy.  Seemingly  it  was  very  hard  to  get  people  to  go  there  that 
could  do  the  job. 

Now,  I  have  talked  very  informally  about  the  situation  in  general. 
I  do  not  know  what  questions  you  want  to  ask,  but  I  would  be  glad 
to  answer,  as  best  I  can,  what  you  have  in  mind. 
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I  would  say  this,  that  as  a  result  of  our  work  there  the  conditions 
in  Greece  have  been  improved  but,  of  course,  a  large  part  of  our  pro- 
gram has  been  simply  to  hold  the  line.  All  of  our  military  expenditure 
is,  you  might  say,  wasted.  There  is  nothing  constructive  about  it, 
however  necessary  it  may  be,  but  as  a  result  of  our  being  there,  Greece 
today  is  less  Communist  than  it  was,  and  if  we  had  not  gone  there  it 
would  have  been  Communist  long  before  this,  I  think.  If  Greece  had 
gone  Communist,  Italy  would  have  gone  Communist.  The  psycho- 
logical effect  would  have  changed  a  large  percentage  of  the  vote  in 
Italy. 

Mr.  Case.  In  spite  of  the  strong  Catholic  influence  in  Itaiy? 

Mr.  Grisavold.  It  would  have  had  considerable  eft'ect,  I  feel.  I 
laiow  that  Italy  affects  Greece.  They  watch  what  is  happening  in 
Italy. 

PROGRESS    IN    CLEANING    UP    THE    COMMUNISTS 

The  Chairman.  How  near  have  you  come  to  actually  cleaning  up 
these  Communists?     Have  you  really  made  headway? 

Mr.  Griswold.  Yes;  they  have  made  headway  in  the  last  few 
months. 

The  fu'st  few  months  we  were  there  the  number  of  bandits  increased, 
but  in  the  last  few  months  the  Army  is  doing  a  good  job  and  has 
cleared  out  some  good  sized  areas.  You  can  travel  on  roads  today 
that  you  could  not  travel  over  3  months  ago. 

The  Chairman.  How  about  going  up  from  Athens,  up  along  the 
line  of  the  railroad? 

Mr.  Griswold.  You  can  go  to  Lamia  now,  but  3  months  ago  you 
could  not  make  that  trip. 

The  Chairman.  That  is  about  150  miles  up  from  Athens,  is  it  not? 

Mr.  Griswold.  I  do  not  believe  it  is  quite  that  far. 

reduction  in  number  of  guerrillas 

Mr.  Wigglesworth.  You  have  reduced  the  guerrillas  4,000,  and 
you  have  about  23,000  left,  have  you  not? 

Mr.  Griswold.  Nobody  knows  how  many  there  are,  but  roughly, 
about  23,000. 

The  Chairman.  Where  are  they  mostly? 

Mr.  Griswold.  Most  of  them  are  farther  north,  the  biggest  body 
of  them. 

The  Chairman.  All  of  the  way  up  to  the  northern  border? 

Mr.  Griswold.  They  move  through  Bulgaria,  and  they  will  come 
along  here  [indicating],  and  they  come  down  into  a  pocket  of  moun- 
tains and  here  [indicating]  in  this  area. 

Mr.  Stefan.  Was  that  that  "Dawn"  operation,  that  southern 
operation? 

Mr.  Griswold.  I  do  not  know  what  we  called  it. 

Mr.  Stefan.  They  describe  it  as  the  "Dawn"  operation  here  in 
which  2,000  were  killed  or  captured. 

Mr.  Griswold.  Yes,  sir. 

Mr.  Stefan.  Is  that  the  one  you  pointed  to? 

Mr.  Griswold.  There  is  another  one  around  the  Mount  Olympus 
area  which  is  in  here  [indicating],  where  about  2,000  were  captured  and 
killed. 
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Mr.  Case.  Are  those  all  Greeks? 

Mr.  Griswold.  Yes,  sir;  every  bandit  that  they  have  killed  or 
captured  so  far  has  been  a  Greek. 

EQUIPMENT    OF    GUERILLAS 

Mr.  Case.  What  kind  of  equipment  are  they  carrying? 

Mr.  Griswold.  Very  poor. 

Mr.  Case.  Is  it  of  French  manufacture? 

Mr.  Griswold.  It  is  a  little  bit  of  everything,  including  British. 
A  lot  of  it  is  British. 

The  Chairman.  Is  a  lot  of  it  ours? 

!Mr.  Griswold.  I  do  not  think  so.  They  killed  a  bandit  the  other 
day  that  had  on  an  American  uniform,  but  I  think  he  is  the  first  one. 
He  had  on  an  American  blouse,  and  he  is  the  first  one  reported  to  me. 

It  is  very  poor  eciuipment.  The  bandits  are  not  well-clothed;  they 
are  not  well-shod,  and  they  are  not  well-equipped,  but  they  are  pretty 
rugged  fighters.     They  are  snipers  and  pretty  rugged  individuals. 

comparative  quality  of  greek  army  and  guerrillas 

Mr.  Case.  Are  they  better  marksmen  than  the  Government  troops? 

;Mr.  Griswold.  No;  I  do  not  think  so.  They  will  not  stand  up  to 
the  Greek  Army.  Every  time  they  meet,  the  Greek  Army  wins;  but 
they  raid  a  village,  or  raid  some  small  detachment  where  they  have 
them  completely  outnumbered.  But  if  the  troops  are  anywhere  near 
the  same  force,  the  Army  wins  every  engagement.  The  Army  has 
better  ecj[uipment.  The  Greek  Army  is  a  much  better  fighting  force 
than  the  bandits,  but  the  bandits  use  the  element  of  surprise.  They 
raid  this  unit  ancl  then  the  next  day  they  raid  another  unit  where  they 
outnumber  them. 

expense  of  military  assistance  on  per  capita  basis 

Mr.  Case.  On  a  per  capita  basis  it  has  been  pretty  expensive  for 
the  $172,000,000  that  we  put  into  military  operations  last  year. 

Mr.  Griswold.  That  is  true. 

Mr.  Mahon.  Would  there  be  any  possible  wa}^  of  avoiding  that  big 
per  capita  cost  for  conquering  or  killing  these  bandits? 

Mr.  Griswold.  Well,  the  military  program  should  not  cost  as  much 
next  year  as  it  does  this  year.  That  is,  there  will  not  be  as  nuicli  new 
eciuipment  coming-  in.  It  is  a  matter  now  of  the  normal  rc^placements, 
but  last  year  we  brought  in  artillery,  we  brought  in  rifles,  and  wc 
brought  in  a  lot  of  additional  eciuipment.  Now  it  is  largely  a  matter 
of  replacing  what  is  destioyed,  lost,  or  damaged.  For  instance,  from 
the  standpoint  of  equipment  we  brought  in  a  lot  of  trucks  and  now  it 
is  a  matter  of  replacing  those  that  are  damaged. 

NUMBERS    OF    VEHICLES    REQL^ESTED 

The  Chairman.  The  set-up  that  was  presented  to  us  indicated  the 
probability  of  20,000  vehicles,  which  is  one  vehicle  for  every  seven, 
and  which  is  seemingly  a  terrificallv  high  rate  for  any  kin.d  of  a  mili- 
tary effort.     What  do  you  know  about  that? 
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Mr.  Griswold.  I  just  do  not  know.  They  have  asked  for  the  next 
year  that  the  Greek  Army  be  furnished  20,000  vehicles? 

The  Chairman.  No;  they  asked  that  the  basis  of  figuring  for  the 
support  of  the  Greek  Army  and  the  operation  of  vehicles  be  on  the 
basis  of  20,000  vehicles.  They  have  not  asked  for  new  vehicles  be- 
cause they  have  some  of  them  already. 

Mr.  Griswold.  Yes. 

The  Chairman.  But  with  what  they  have  asked  for  new  and  what 
they  have  already,  the  memorandum  connected  with  the  need  indi- 
cated that  they  expected  to  have  20,000.  That  sounded  like  an 
awfully  big  figure.  It  is  more  than  three  or  four  times  what  we  have 
in  our  operations.     It  just  does  not  make  sense. 

Mr.  Griswold.  I  am  not  in  a  position  to  discuss  it. 

Mr.  Stefan.  The  military  end  is  absolutely  outside  of  your  juris- 
diction? 

Mr.  Griswold.  No;  it  is  under  me. 

Mr.  Stefan.  The  purchasing  for  it? 

Mr.  Griswold.  The  military  is  under  the  Chief  of  the  Mission, 
but  that  American  dollar  budget  was  drawn  up  by  the  military  and 
submitted,  I  think,  through  the  War  Department,  and  it  did  not 
come  through  me. 

COST    OF    MULES    AND    HORSES 

Mr.  Stefan.  For  instance,  they  are  asking  for  1,500  mules  and  700 
horses,  and  they  are  paying  $382  apiece  for  them,  Governor,  and  you 
know  we  have  all  bought  mules  and  horses  back  home.  It  seems 
pretty  high  to  me.  The  Quartermaster  is  paying  about  $205  each 
for  them,  and  they  are  asking  here  for  $382. 

Mr.  Griswold.  The  prices  in  Greece  are  very  high. 

Mr.  Stefan.  These  are  to  be  bought  here? 

Mr.  Griswold.  Wliere? 

Mr.  Stefan.  Yes.     In  the  United  States,  I  understand, 

Mr.  Griswold.  I  do  not  know  anything  about  that.  The  pur- 
chase of  the  military  equipment  is  made  by  the  Department  of  the 
Army. 

Mr.  Stefan.  That  is  a  part  that  you  do  not  know  anything  about, 
and  you  have  to  depend  on  the  military  to  say  what  they  need? 

Mr.  Griswold.  Yes,  sir,  that  is  right.  That  whole  supply  of  the 
Greek  Army  has  been  handled  by  the  United  States  Department  of 
the  Army. 

unrra  supplies 

The  Chairman.  What  can  you  tell  us  about  this  UNRRA  stuff 
and  that  sort  of  thing? 

Air.  Griswold.  It  is  a  lot  better  than  it  was  when  you  were  there. 
In  fact,  they  are  pretty  well  cleaned  out  on  that.  There  may  be  a 
few  remnants  left,  but  it  is  pretty  well  cleaned  up. 

Mr.  Mahon.  Have  those  goods  and  supplies  been  distributed  to 
the  people  so  that  they  can  utilize  them? 

Mr.  Griswold.  Yes,  the  great  percentage  of  them.  There  might 
be  some  odds  and  ends  left.  There  is  some  pump  and  well  equip- 
ment there,  and  they  have  either  got  the  wells  and  not  the  pumps,  or 
the  pumps  and  engines  and  not  the  wells.  Several  thousand  of  those 
have  been  distributed  and  orders  have  been  placed  for  the  things  that 
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kre  needed  to  make  up  a  complete  unit,  but  they  have  that  situation 
pretty  well  cleaned  up.     I  do  not  say  it  is  perfect. 

Mr.  Stefan.  You  discovered  that  youi-self  after  you  got  there,  did 
you  not.  Governor? 

]Mr.  Griswold.  Yes. 

Mr.  Stefan.  You  found  that  there? 

Mr.  Griswold.  Yes,  sir. 

After  we  had  been  there  2  or  3  months  we  got  the  Foreign  Trade 
Admmistration  to  set  up  a  license  system  with  an  American  running 
it,  to  check  all  licenses.  Then.we  had  Americans  go  around  and  make 
an  inventory  of  all  of  those  warehouses.  Wlien  you  thought  it  was 
all  complete,  j^ou  would  go  to  another  place,  and  there  was  another 
stock  of  goods.  Brockett  became  our  chief  warehouseman.  Then 
when  he  would  about  get  his  report  complete  somebody  would  come 
in  the  last  day  and  say  if  you  go  to  such  and  such  a  place  you  will  find 
something  else,  and  these  tips  came  from  the  Greeks.  Nobody  had 
a  complete  inventory  of  what  was  there,  and  after  we  got  an  inventory, 
then  when  they  would  apply  for  an  import  license  to  bring  in,  say, 
canvass  they  would  check  it  against  this  inventory  and  say  do  you 
hot  know  that  there  is  canvass  down  in  warehouse  number  twelve? 
The  fellow  who  asked  for  the  import  license  did  not  know  that  it  was 
there.  Then  the  Americans  refused  lo  issue  import  licenses  for  stuff 
that  was  alread}'  there.  Gradually  they  force  them  to  move  the 
stuff  out  into  the  ordinary  supply  channels. 

Mr.  Case.  Since  the  Governor  has  referred  to  this  man  who  was 
with  him  over  there,  I  was  visiting  with  him  the  other  night. 

Mr.  Stefan.  AYliat  is  his  name? 

Air.  Case.  Brockett.  I  got  some  rather  interesting  figures  on  that, 
and  since  the  Governor  has  mentioned  them  I  might  give  them  to  the 
committee,  and,  perhaps,  the  Governor  might  want  to  comment  on 
them. 

For  example,  on  rubber,  he  said  that  there  were  applications  for 
import  licenses  for  rubber,  and  that  he  had  found  a  place  where  there 
were  780  tons  of  rubber  that  were  on  hand,  and  he  declined  to  approve 
any  import  licenses  until  they  used  up  this  rubber. 

Of  course,  he  said  their  explanation  of  that  Avas  that  they  needed 
some  white  rubber  to  go  with  it,  in  order  to  make  it  usable,  but  in 
any  event,  he  insisted  that  they  work  in  this  other  rubber  which  was 
there. 

At  Salonika  he  said  that  he  found  upward  of  1,000  bags  of  sugar 
that  had  been  put  in  there  by  UXRRA,  and  that  it  had  been  there 
so  long  that  it  was  hard,  and  he  said  it  would  probably  have  to  be 
ground  up,  or  something  done  to  it  before  it  could  be  used. 

He  also  said  that  there  were  thousands  of  cases  of  sauerkraut  which 
the  Greeks  do  not  eat,  but  that  they  are  prevented  by  some  regula- 
tions under  which  they  received  it  from  exporting  it,  and  I  asked  him 
if  it  would  be  possible  to  exchange  it  with  the  Germans  for  something 
they  could  use,  and  he  said  possibly  it  could  be. 

He  said  there  was  a  great  deal  of  canned  goods  there,  thousands  of 
cases  of  canned  goods,  and  some  of  it  from  private  individuals,  but 
that  the  Greeks  are  not  accustomed  to  eating  canned  goods  of  that 
type  and  that  they  do  not  care  for  it  where  they  can  raise  fresh 
tomatoes. 
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In  one  place  he  said  they  found  460  cases  of  corn  flakes  that  had 
been  there  a  couple  of  years. 

Mr.  Griswold.  And  which  they  never  will  eat. 

Mr.  Case.  Yes,  which  they  will  not  eat.  They  think  that  is  stock 
food. 

He  said  they  also  found  several  hundred  tons  of  alfalfa  seed  that  had 
been  shipped  in  there,  and  which  was  about  2  years  old.  He  said 
that  he  had  it  tested  and  that  it  is  about  40  percent  germinable  at  the 
present  time. 

He  said  they  also  found  several  tons  pf  long-staple  cottonseed  from 
Egypt. 

He  said  also  that  they  found  47  uncrated  Buick  automobiles,  1948 
Buicks.  They  found  ten  tons  of  putty,  and  they  said  they  found 
25.000  pounds  of  putty  in  warehouses,  and  that  it  was  2  years  old. 

They  found  a  good  deal  of  copper.  It  seems  there  were  two  kinds 
of  copper  there,  one  kind  in  what  they  call  thousand-pound  blisters, 
over  3,000,000  pounds  of  it,  which  is  important  for  the  production 
of  copper  sulfate  to  use  as  a  spray  on  their  grapes,  but  it  was  stored 
away  and  was  not  available  for  use. 

Mr.  Mahon.  Did  he  explain  who  would  want  that  10  tons  of  putty? 

Mr.  Case.  I  do  not  know  what  it  was  for;  do  you  know,  Governor? 

Mr.  Griswold.  No,  some  of  that  stuff  came  in  incidentally. 
UNRRA  bought  up  whole  shiploads  of  stuff. 

For  instance,  there  is  a  story  which  has  been  circulated  about 
baseball  bats  adid  gloves. 

It  is  silly  to  bring  in  there  baseball  bats  and  gloves,  it  is  true,  but 
what  happend  was  that  there  was  a  shipload  of  stuff'  going  to  the 
Pacific,  and  UNRRA  just  took  over  the  whole  shipload.  They  did 
not  buy  them.  They  just  gave  a  lump  price  for  the  whole  shipload 
of  stuff".  That  is  probably  the  way  the  corn  ffakes  got  there.  Nobody 
ordered  them  for  Greece,  but  in  buying  a  lot  of  other  stuff'  they  just 
brought  in  some  stuff"  that  could  not  be  used.  I  do  not  know  how  the 
putty  got  there. 

Mr.  Mahon.  If  there  is  any  possible  explanation  as  to  why  all  of 
this  stuff  w^as  there  and  was  not  used,  I  would  like  to  have  it.  It  has 
always  been  an  amazing  thing  to  me  that  such  a  thing  could  happen. 

Mr.  Griswold.  Well,  I  would  take  it  that  UNRRA  was  not  too 
efficient  in  organization — that  might  be  an  understatement,  but  I 
will  let  it  stand,  at  least. 

Mr.  Mahon.  I  agree  with  you  fully  that  it  was  not  an  efficient 
organization,  but  even  as  inefficient  as  it  was  I  still  do  not  see  how  they 
could  have  been  as  inefficient  as  somebody  must  have  been. 

Mr.  Case.  Another  item  that  he  found  was  100  tons  of  pure  copper 
nails  which,  apparently,  were  shipped  over  there  with  the  idea  of 
building  some  fishing  boats,  but  they  had  not  been  used,  nor  had  the 
lumber  been  used  which  had  been  sent  over  there  for  building  the 
boats,  and  by  this  time  a  good  deal  of  it  is  warped  and  twisted. 

There  were  775  boxes  in  one  pile  which  were  labeled,  "Horse  sup- 
plies," and  when  Mr.  Brockett  opened  them  up  he  discovered  that 
they  contained  work  harness  and  collars,  five  sets  in  a  box.  The 
collars  were  18  inch  and  24  inch  collars,  almost  big  enough  for  the 
donkeys  to  walk  through.  That  would  make  about  4,000  sets  of 
work  harness  and  collars. 

The  Chairman.  What  did  they  do  with  them? 
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Mr.  Griswold.  We  have  tried  to  trade  some  of  the  stuff  to  other 
countries,  or  get  permission  to  export  it.  I  think  there  is  some  kind 
of  an  agreement  that  UNRRA  supphes  cannot  be  sold.  We  arc  really- 
trying  to  find  some  way  to  trade  some  of  it  off  now. 

The  Chairman.  It  kind  of  looks  like  we  will  be  following  up 
UNRRA  for  the  next  10  years,  does  it  not? 

Mr.  Mahon.  As  a  matter  of  curiosity  it  would  be  interesting  to 
see  just  how  they  came  to  be  there,  and  what  the  idea  back  of  it  was. 

The  Chairman.  It  sounds  like  somebody  had  something  they 
wanted  to  sell,  and  maybe  it  came  out  of  surplus  property  somewhere. 

Mr.  Case.  Could  you  give  us  the  names  of  the  four  different  types 
of  warehousing  organizations  they  had? 

Mr.  Griswold.  No;  I  could  not. 

Mr.  Case.  This  is  a  field  that  Mr.  Brockett  has  been  working  in? 

]\Ir.  Griswold.  Yes. 

Mr.  Case.  He  said  there  were 

]\Ir.  Griswold  (interposing).  He  did  become  the  top  man  in  that 
set-up,  making  inventories  in  these  warehouses. 

]Mr.  Mahon.  Can  he  be  reached  to  testify  before  the  committee? 

Mr.  Case.  Mr.  Brockett  told  me  there  were  four  types  of  warehouses. 
One  of  them  was  the  ODISY. 

Mr.  Griswold.  That  is  the  organization  that  bought  the  Army 
supplies. 

Mr.  Case.  Another  was  the  EFEX. 

The  Chairman.  That  means  that  the  ODISY  bought  the  Army 
surplus;  were  they  in  Greece  or  here? 

Mr.  Griswold.  Mostly  in  Germany. 

Mr.  Case.  The  EFEX  is  the  second  one;  and  a  third  one  is  DSl- 
15D,  which  deals  with  food;  and  then  there  was  the  Agricultural 
Bank  which  had  63  warehouses  but  the  probability  was  that  they 
did  not  keep  accurate  inventories. 

Mr.  Griswold.  No;  they  did  not.  A  lot  of  that  was  just  dumped 
on  them  and  they  never  did  really  dig  into  it  until  we  got  there. 

Mr.  Case.  It  was  indicated  that  the  Ministry  that  had  charge  of 
these  different  warehouses  were  reluctant  to  take  any  real  measures 
because  they  did  not  know  when  something  more  was  coming  in. 

Mr.  Griswold.  They  also  had  their  arguments.  The  Ministry  of 
Agriculture  would  have  charge  of  the  agricultural  items,  but  the 
Ministry  of  Finance  had  the  authority  to  fix  the  price,  and  usually 
that  wound  up  in  an  argument.  The  Ministry  of  Agriculture  per- 
haps wanted  to  move  the  stuff  out  to  help  agriculture,  but  the  Finance 
Minister  wanted  to  keep  the  price  up  to  help  the  budget. 

But  in  general  I  insisted  that  they  move  the  stuff  out  and  not 
argue  too  much  about  the  price,  that  is,  if  somebody  bought  some- 
thing and  paid  a  little  larger  price  than  somebody  else  paid  for  it, 
still  that  would  be  better  than  having  it  sit  there  in  the  warehouse. 

flour  milling  and  wheat 

Mr.  Case.  Are  you  familiar  with  the  operations  of  the  ffour  milling 
and  wheat? 

Mr.  Griswold.  Yes,  quite  well;  but  I  do  not  have  the  detailed 
figures. 

]Mr.  Case.  Have  they  been  receivuig  flour  and  wheat  over  there? 
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Mr.  Griswold.  Mostly  wheat,  but  some  floiir.  We  have  objected 
to  bringing  in  flour,  because  they  need  the  bran  and  all  the  byproducts 
of  flour  milling  for  feed. 

Mr.  Case.  Do  they  have  mills  for  millmg  flour? 

Mr.  Griswold.  Yes;  they  have  sufficient  mills. 

Mr.  Case.  Do  they  turn  out  white  flour? 

Mr.  Griswold.  No;  thej^  turn  out  a  very  dark  flour. 

Mr.  Case.  What  is  it;  about  90  percent,  usually? 

Mr.  Griswold.  The  extraction  I  think  is  about  85  to  90  percent; 
it  is  a  much  darker  bread,  but  I  lilvc  the  dark  bread,  frankly,  myself. 

Mr.  Case.  Does  the  Greek  Govermnent  handle  the  milling,  or  does 
it  sell  the  wheat  to  the  mills  and  they  mill  the  flour? 

Mr.  Griswold.  It  goes  to  the  mill,  but  it  is  a  distinctly  socialistic 
operation,  practically  a  Government  operation,  and  the  millers  get  a 
little  commission,  I  think  so  much  a  bushel,  or  so  much  a  unit  to  do  the 
job.  But  the  mills  had  thousands  of  employees  that  they  did  not  need 
to  do  the  job.  I  thuilv  we  have  about  got  that  situation  straightened 
out  where  they  can  really  turn  back  to  the  mfllers  the  milling  and  dis- 
tribution of  the  flour  and  that  will  save  a  lot  of  money,  be  more  effi- 
cient ;  we  are  convinced  it  will,  but  it  takes  a  long  time  to  work  things 
lilve  that  out  where  you  have  a  lot  of  people  who  will  lose  jobs. 

Mr.  Case.  I  realize  that  this  is  to  some  extent  hearsay  for  me  to 
report  this,  Mr.  Chairman,  but  in  talking  with  Mr.  Brockett,  what  he 
said  is  in  line  with  what  you  have  indicated.  Governor  Griswold, 
with  reference  to  handling  of  the  pay  roll  by  the  Government,  that 
the  pay  roll  was  often  padded  and  that  when  the  millers  had  com- 
pleted the  milling  of  the  flour  which  is  turned  over  to  the  bakers,  and 
there  again  with  the  Government  operation,  with  the  Government 
handling  the  pay  roll,  and  when  the  bread  comes  out  the  net  result  is 
the  price  of  the  bread  would  be  almost  double  what  it  should  be  as  a 
result  of  the  extra  pay  roll  operation. 

Mr.  Griswold.  It  represents  largely  a  lot  of  feather-bedding  em- 
ployees who  simply  are  not  necessary  in  the  production  of  flour. 

Mr.  Case.  That  is  in  line  with  what  Mr.  Brockett  indicated;  there 
was  a  great  deal  of  feather  bedding. 

The  Chairman.  Have  you  been  able  to  get  anything  done  to  elim- 
inate that? 

Mr.  Griswold.  Yes;  I  think  we  have  the  flour  situation  pretty 
well  in  hand.  We  have  got  them  to  enact  a  new  law  providing  for  a 
new  food  administrator  or  minister  of  supply,  and  we  have  entered 
into  an  agreement  on  wheat  and  flour  which  is  going  into  effect  ths 
month.  Any  plan  or  any  movement  of  that  kind  takes  time,  but  I 
would  say  that  in  the  next  2  or  3  weeks  it  is  expected  it  will  be  in 
complete  operation. 

There  has  been  a  long,  drawn  out  argument  on  their  side,  and  if 
you  think  they  just  take  our  suggestions  and  jump  to  put  them  into 
effect,  you  are  mistaken.     But  I  think  we  have  won  that  argument. 

OVERSTAFFING  OF  GOVERNMENT  AND  INDUSTRY  IN  GREECE 

Mr.  Case.  Is  the  Government  overstafl'ed;  are  there  too  many 
employees? 

Mr.  Griswold.  Yes,  materially  so.  It  is  true  as  to  the  people 
working  for  the  Government  and  also  for  the  employees  working  for 
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private  industry.  We  were  faced  with  the  demand  for  higher  wages 
and  we  finally  entered  into  an  agreement,  I  think  about  September 
or  October,  that  we  would — I  had  the  authority,  because  the  control 
of  the  budget  is  by  agreement  between  the  two  countries — that  we 
would  approve  an  increase  in  salarv  for  these  civil  employees  on  the 
condition  that  they  reduce  the  number  of  employees,  and  they  agreed 
to  reduce  the  niunber  by  15,000. 

The  last  figure  I  saw  showed  that  they  had  reduced  it  by  about 
9,000. 

And  in  the  flour  matter  they  indicated  they  were  going  to  make 
about  a  3,000  reduction — I  cannot  give  you  the  exact  figures.  They 
have  not  entirely  lived  up  to  their  agreement,  but  I  will  say  there 
has  been  some  definite  improvement. 

With  reference  to  overstaffing,  both  in  private  industry  and  in 
government  you  have  about  the  same  problem.  They  have  people 
working  in  factories,  presumably,  who  do  not  do  a  thing. 

]Slr.  Case.  Is  that  partly  because  of  the  concentration  of  the  popu- 
lation in  Athens? 

Air.  Griswold.  a  part  of  it.  I  do  not  approve  of  the  system,  and  I 
have  told  them  that  I  do  not  approve  of  it,  and  ^ye  have  tried  to  get 
them  to  change  it  as  much  as  possible.  Some  of  it  is  based  upon  the 
conditions  which  they  face.  And  I  can  say  this  is  to  their  credit,  that 
they  do  not  know  what  these  people  are  going  to  do  after  they  are 
discharged.  They  do  not  know  how  the  old  employees  are  gouig  to 
live;  and  they  have  a  very  sympathetic  feeling  toward  these  employees. 
The  employer  has  a  feeling  of  responsibility  for  the  livelihood  of  the 
employees,  and  that  is  really  to  theh  credit. 

On  the  other  hand  it  creates  inefficiency.  They  do  not  like  to  dis- 
charge old  time  employees  who  they  know  are  going  to  have  a 
troublesome  time  finding  something  to  live  on  after  they  are  dis- 
charged. 

That  applies  to  both  Government  employees  as  well  as  employees  in 
private  industry. 

Dm-ing  the  occupation  by  the  Germans  they  deliberately  put  people 
on  the  pay  roll,  in  order  to  injure  the  Germans;  the}^  got  all  the  people 
on  the  pay  roll  they  possibly  could,  because  it  came  out  of  the  German 
econom}^,  and  that  was  just  another  way  of  getting  people  on  relief. 
And  you  just  cannot  change  a  condition  like  that  quickly. 

Mr.  Case.  I  gathered  from  Mr.  Brockett,  that  when  you  put 
pressure  on  the  Greek  Government  to  accomplish  these  reforms  you 
are  unfortunately  up  against  the  attitude  they  assume  "Well,  we  have 
provided  you  with  bases  down  here  for  the  United  States  Government." 

Mr.  Griswold.  That  is  somewhat  true.  AMien  we  press  them  for 
reforms  that  I  think  are  necessary  to  get  the  country  on  a  sound 
basis,  we  come  up  against  this  situation:  they  saj,  if  they  do  that  it 
means  that  this  cabinet  will  fall,  because  all  of  these  people  are  going 
to  lose  their  jobs  and  they  will  have  to  go  on  relief,  and  you  will 
have  another  cabinet,  and  if  you  select  another  minister  and  he  takes 
steps  to  carry  out  such  a  program  and  gets  a  lot  of  these  men  oft"  the 
Government  pay  roll  he  will  be  out,  and  the  Government  will  fall 
and  you  will  have  still  another  minister. 

So,  it  is  not  quite  so  simple.  A  man  in  public  office  wants  to  stay 
in  public  office  and  if  he  goes  out  and  somebody  else  fills  the  office 
and  starts  to  do  the  job  that  needs  to  be  done  he  wiU  be  out.     It  is 
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something  that  takes  time;  you  have  got  to  have  some  courageous 
individuals  to  do  the  job.  I  am  just  pointing  that  out  to  show  you 
that  they  do  have  an  argument  on  their  side. 

Mr.  Case.  Of  course  that  is  a  problem  you  run  into  wherever  you 
have  a  government  that  is  trying  to  accomplish  something. 

Mr.  Grisw^old.  That  is  right. 

Mr.  Case.  But  on  the  other  hand  you  certainly  loiow  as  well  as 
the  members  of  this  committee  know,  that  when  you  are  taking  money 
from  the  taxpayers  of  the  United  States  to  be  used  in  a  program  of 
relief  in  another  country  it  is  not  like  taking  money  and  spending  it 
w^ithin  the  United  States.  It  is  another  thing  to  take  money  and  put 
it  in  the  hands  of  a  political  government  of  another  country. 

Mr.  Griswold.  That  is  right.  And  I  fully  believe  that  the  Ameri- 
can representatives  handling  these  programs  should  be  very  firm, 
and  I  have  been  telling  them  just  that  exact  thing,  for  many,  many 
months.  And  that  is  the  kind  of  policy  we  have  been  following,  but 
you  cannot  do  that  immediately. 

CONDITION  OF  GREEK  CURRENCY 

Mr. -Case.  What  about  the  Greek  currency?  Do  you  have  such 
problems  as  getting  contracts  accepted  by  private  industry  on  the  part 
of  the  Government  or  of  getting  food  turned  in  out  of  the  local  pro- 
duction? 

Mr.  Grisw^old.  The  people  do  not  w^ant  currency;  they  do  not  have 
a  great  deal  of  confidence  in  what  the  currency  is  going  to  be  worth. 

Mr.  Case.  Is  the  situation  improving? 

Mr.  Griswold.  The  situation  during  the  last  year  in  food  has  been 
that  the  drachma  has  not  been  considered  worth  too  much,  and  the 
people  who  have  food  and  manufactured  goods  do  not  know  just  what 
it  is  going  to  be  worth  in  the  future. 

That  has  changed  a  little  bit,  and  there  is  much  more  confidence  in 
the  currency  in  the  last  4  or  5  months.  There  has  been  a  leveling  off 
of  prices,  and  recently  there  has  been  a  turn  down  a  little  bit.  That 
has  been  partly  due,  in  the  spring  season,  to  food  coming  into  the 
market;  it  is  partly  seasonal  and  it  is  partly  due  to  the  improved 
economic  situation;  but  still  people  do  not  have  much  confidence  in 
the  currency.  They  have  gone  tlu'ough  three  inflations  in  the  last 
10  or  15  years  and  they  just  do  not  go  through  that  experience  and 
recover  from  it  quicklj''.     It  has  a  bad  psychological  effect. 

Air.  Mahon.  What  is  the  legal  exchange  now  between  the  dollar 
and  the  drachma? 

Air.  Griswold.  The  last  figures  I  saw,  9,650  drachmas  to  the  dollar. 

Air.  AIahon.  And  in  the  black  market  it  is  more,  I  presume? 

Air.  Griswold.  It  is  about  13,000-odd. 

The  number  of  dollars  going  out  into  the  black  market  is  getting 
scarcer  and  scarcer;  that  has  had  a  tendency  to  increase  prices  for  the 
dollar,  but  on  the  other  hand  there  is  not  much  money  going  into  the 
black  market. 

Air.  Case.  If  the  guerrillas  that  are  pressing  the  Government  can 
be  liquidated  do  you  think  the  situation  would  be  stabilized  or  would 
new  bands  spring  up? 

Air.  Griswold.  New  bands — not  as  numerous  as  they  have  been 
in  the  past — but  new  bands  would  soon  get  together  to  see  if  they 
could  not  do  something. 
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We  have  not  eliminated  all  of  the  Communists  when  you  dispose 
of  the  guerrillas;  some  of  them  will  slip  out  and  some  of  them  will 
slip  back  into  the  country. 

But  in  this  last  military  operation  there  were  altogether  some 
35,000  to  40,000  troops  involved  and  we  plan  that  there  will  be  prob- 
ably 10,000  stay  in  that  area  for  some  time  to  make  sure  that  no  new 
bands  do  break  out. 

In  that  area  fairly  close  to  Athens  the  leading  Communists  in 
Athens  have  been  urging  the  Communists  to  get  out  to  start  bands 
again,  and  we  are  going  to  try  to  see  that  they  do  not.  We  do  not 
want  any  new  bands  starting  again;  that  is  one  of  the  things  that  we 
are  going  to  guard  against. 

SITUATION    WITH    RESPECT    TO    GUERRILLAS 

^^r.  Case.  You  said  that  the  guerrillas  captured  were  all  Greeks. 
If  the  present  group  of  guerillas  were  taken  care  of  do  you  feel  that 
more  Greeks  would  become  guerrillas? 

Mr.  Griswold.  Not  all  Communists  are  bandits.  I  do  not  know 
how  many  Greeks  would  vote  for  the  Communists  today  if  there  were 
a  free  election  but  I  would  estimate  that  from  10  to  12  or  maybe  15 
percent  would  vote  Communist. 

They  do  not  all  hold  to  the  hard  Communist  line,  but  they  would 
be  mclined  to  vote  that  way,  because  they  feel  it  cannot  be  any  worse 
than  it  is  now  and  some  of  them  feel  that  they  might  be  a  little  better 
off. 

But  a  certain  percentage  of  them  are  real  Communists,  maybe 
about  1  percent.  But  even  that  represents  quite  a  lot  of  people. 
So  if  you  really  killed  every  man  who  is  now  a  bandit  you  could  not 
be  sure  that  someone  else  would  not  take  his  place. 

Mr.  Case.  Of  course,  you  are  not  suggesting  the  necessity  of  liqui- 
dating Communists? 

Mr.  Griswold.  No. 

Mr.  Case.  We  voted  to  make  them  register  in  this  country  but  no 
one  has  proposed  liquidating  them. 

Mr.  Griswold.  No;  but  those  that  are  in  the  military  groups  are 
still  doing  damage,  and  they  are  the  ones  we  have  to  go  after. 

HOARDING    OF    GOODS 

Mr.  Case.  Do  you  feel  that  the  various  ministers  who  handle  the 
goods  that  are  turned  over  to  the  Greek  Government  are  makuig  every 
effort  to  make  them  available  to  the  channels  of  distribution,  such  as 
they  have,  or  do  you  think  there  is  any  hoarding  going  on? 

Mr.  Griswold.  There  is  not  much  hoarding  of  supplies  that  we 
bring  in.  I  think  there  is  some  hoarding  of  supplies  that  are  manu- 
factured in  Greece.  They  have  quite  a  textile  industry  over  there; 
and  they  make  a  lot  of  cotton  goods,  woolen  goods  and  silks,  and  they 
woidd  prefer  to  hold  those  goods  rather  than  to  sell  them  and  take 
drachmas. 

That  is  just  a  hedge  against  inflation,  and  also  a  hedge  against  the 
possible  entrance  of  the  Yugoslavs.  If  they  come  in  and  they  had  a 
lot  of  goods  stored  away  in  a  back  room  they  would  still  have  the  goods 
and  it  would  not  make  so  much  difference. 
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Mr.  Case.  That  is  a  problem  that  we  find  in  every  one  of  these 
countries  where  we  go  where  they  have  an  inflationary  situation  in 
then  currency. 

Mr.  Griswold.  I  think  the  prmcipal  hoarding  is  in  the  manu- 
factured goods. 

We  have  tried  to  approach  that  by  restricting  credits  and  by  virtue 
of  the  fact  that  we  have  an  American  member  of  the  currency  com- 
mittee, which  has  some  control  over  currency,  we  are  attempting  and 
have  had  some  results  in  restricting  credit  to  them. 

For  instance,  if  we  think  a  man  has  too  large  an  inventory,  more 
than  he  needs  for  his  normal  business  operation  in  carrying  on  a 
textile  manufacturing  business  and  he  comes  in  and  makes  a  request 
for  a  loan  at  the  bank  to  buy  cotton,  we  try  to  find  out  if  his  inventory 
is  larger  than  it  should  be  and  try  to  force  him  to  sell  those  goods 
rather  than  to  borrow  money  to  buy  more  cotton  or  other  raw 
materials. 

But  we  are  faced  with  that  constant  fight  to  see  that  they  do  it. 
We  simply  do  not  have  a  sufficient  force  to  go  out  and  check  up  on  the 
goods,  to  go  into  the  attics  of  houses.  It  is  not  a  simple  thing  to  do 
when  you  realize  we  only  have  some  150  Americans  on  our  staff. 

Mr.  Case.  That  is  the  size  of  your  present  staff,  150? 

Mr.  Griswold.  About  150  civilians,  and  300  military. 

Mr.  Case.  Was  there  any  starvation  among  the  Greeks  during  the 
time  you  were  there? 

Mr.  Griswold.  No. 

IMPROVEMENTS    IN    CROPS 

Mr.  Case.  Are  you  anticipating  that  the  new  crops  may  be  as 
much  as  50  percent  better  than  last  year? 

Mr.  Griswold.  I  would  say  it  would  be  perhaps  30  percent  better; 
but  it  could  be  better  than  that.  Last  year  was  a  poor  crop  year 
and  up  to  date  they  have  had  an  ideal  crop  year  in  Greece,  so  it  could 
be  as  much  as  50  percent.     The  people  are  doing  a  marvelous  job. 

Mr.  Case.  How  near  will  this  increase  in  crop  bring  the  self- 
sufRciency  of  food? 

Mr.  Griswold.  The  amount  of  imported  wheat  last  year  I  think 
was  about  half  the  wheat  they  ate.  It  is  possible  that  now  they 
would  only  have  to  import  about  a  third  of  their  wheat.  This  wheat 
could  make  a  good  deal  of  difference. 

I  should  have  more  figures  in  front  of  me  in  order  to  answer  the 
question,  and  I  hope  you  do  not  criticize  me  too  much  if  I  am  off  a 
little  bit  in  my  estimates. 

FOREIGN    trade 

Mr.  Engel.  What  about  the  foreign-trade  situation? 

Mr.  Griswold.  It  is  looking  better  since  we  got  them  to  set  up  a 
foreign-trade  administrator,  with  an  American  civilian  helping  them; 
they  are  screening  the  import  licenses  very  strictly. 

Mr.  Engel.  What  about  the  license  situation? 

Mr.  Griswold.  The  foreign  exchange  is  credited  to  the  Bank  of 
Greece. 

Mr.  Engel.  Have  you  already  covered  this  before  I  came  in? 
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Mr.  Griswold.  Not  particularly.  Tliey  have  a  lot  of  sterling 
credit  in  London  also. 

Mr.  Engel.  How  much  lias  been  exported  in  thousands  of  dollars 
in  the  last  year? 

Mr.  Griswold.  I  would  not  be  able  to  answer  that.  The  figure 
that  runs  in  my  mind  is  around  $38,000,000  to  $40,000,000,  but  I 
woidd  rather  check  on  those  figures. 

Mr.  Engel.  What  becomes  of  that  money? 

Mr.  Griswold.  It  is  credited  to  the  Bank  of  Greece  and  is  used 
to  clear  imports. 

Mr.  Engel.  To  buy  raw  materials? 

Mr.  Griswold.  And  other  important  items.  I  woidd  prefer  not 
to  answer  that,  because  I  might  be  mistaken. 

Mr.  Engel.  There  will  be  others  to  testify  to  that? 

Mr.  Griswold.  Yes;  the  figures  are  available  but  I  am  not  pre- 
pared to  give  them. 

We  have  recently  sold  the  tobacco  crop. 

They  have  a  large  cany-over  of  olive  oil  and  dried  fruits. 

possibility  of  disposing  of  remaining  unrra  supplies 

Mr.  Case.  What  would  be  necessary.  Governor  Griswold,  to  make 
it  possible  to  export  to  Germany  or  to  some  other  places  where  we 
have  a  relief  program,  these  conmiodities  which  you  have  discovered 
over  there  and  which  you  indicated  are  not  going  to  good  use,  such 
as  sauerkraut,  canned  goods,  and  so  forth? 

Mr.  Griswold.  I  do  not  Imow.  There  was  some  sort  of  an  inter- 
national treaty  connected  with  the  UNRRA,  but  candidly  I  do  not 
know  what  it  was,  but  there  was  some  sort  of  an  agreement. 

Mr.  Case.  But  if  that  agreement  were  to  be  changed  could  it  be 
done? 

Mr.  Griswold.  If  there  was  really  some  place  to  sell  I  would  sell 
and  let  you  work  out  the  agreement  afterward. 

Mr.  Case.  I  think  the  military  government  in  Germany  could  take 
off  of  your  hands  the  canned  goods  and  sauerkraut. 

Mr.  Griswold.  Well,  I  did  not  know  about  the  sauerkraut. 

What  Greece  needs  more  than  anything  else  is  to  have  about  2,000,- 
000  people  emigrate  to  some  other  country.  They  have  a  big  siu"plus 
of  population. 

The  Chairman.  Where  can  they  go? 

Mr.  Griswold.  I  do  not  know.  1  would  say  that  the  South  Ameri- 
can countries  furnish  about  the  only  outlet  that  is  possible.  But  they 
are  a  hard-working  people,  an  intelligent  people,  and  they  would  be 
good  immigrants  to  some  place. 

NEED  for  industrialization  OF  GRiiECE 

A  second  solution  to  the  Greek  problem  is,  if  they  are  going  to  be 
able  to  support  themselves,  to  industrialize  the  country.  And,  they 
have  more  industrial  brains  than  any  other  country  in  that  area. 

Their  natural  markets  were  lost,  the  central  European  market, 
but  it  would  be  possible,  I  think,  to  develop  some  outlets  for  industrial 
products  possibly  in  north  Africa  and  to  the  east  and  southeast. 
They  have  quick  minds  and  nimble  fingers  and  are  capable  of  engaging 
in  industrial  activities. 
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Mr.  Gillmor,  who  was  formerly  with  the  Sperry  Corp.,  a  very 
capable  man,. and  a  man  with  long  experience  with  American  industry 
and  who  has  some  knowledge  of  what  is  required,  says  he  has  a  lot 
of  respect  for  the  industrial  ability  of  the  Greeks. 

But,  they  need  machinery,  a  need  that  you  just  cannot  fill  in  a 
short  time. 

SUPPLY    OF    BAUXITE 

The  Chairm.\n.  Do  they  have  any  of  the  materials  that  we  are 
supposed  to  need  badly? 

Mr.  Griswold.  They  have  a  lot  of  bauxite. 

The  Chairman.  Why  do  we  not  begin  to  get  some  of  it  over  here? 

]\Ir.  Griswold.  The  main  bauxite  supply  has  been  in  the  moun- 
tainous area  that  has  been  definitely  under  guerrilla  control,  but  one 
of  the  areas  of  biggest  supply  in  that  whole  area  is  now  cleared.  I 
talked  to  Mr.  Gillmor  the  other  day  and  he  says  it  w411  be  6  to  8  months 
before  it  can  be  in  production,  but  there  is  a  lot  of  bauxite. 

I  understand  it  is  not  the  type  of  bauxite  that  is  needed  in  the 
United  States.  We  have  tried  to  make  a  deal  to  sell  some  of  it  to 
Japan,  through  the  military  people  in  Japan,  and  to  the  other  nations? 
that  need  it,  but  it  is  not  the  type  they  need  in  Japan. 

It  is  of  a  type  that  they  have  always  used  in  Germany  and  in  Bel- 
gium, and  in  the  factories  there.  I  do  not  know  what  the  difference 
is,  but  there  is  a  difference;  ther  are  two  different  types  of  bauxite. 

other  minerals 

Mr.  Griswold.  There  have  been  very  few  minerals  discovered  in 
Greece.     It  is  rather  amazing,  but  that  is  the  situation. 

The  Chairman.  No  coal? 

Mr.  Griswold.  No  coal;  well,  there  is  some  lignite. 

The  Chairman.  Any  lead  or  nickel? 

Mr.  Griswold.  They  have  fomid  a  little  lead  on  one  of  the  islands, 
but  I  do  not  think  it  is  a  major  thing. 

agricultural  production 

The  Chairman.  How  about  the  agricultural  production?  Are 
their  crops  any  better  this  year? 

Mr.  Grisw^old.  Yes. 

The  Chairman.  They  look  good  to  you  this  year? 

Mr.  Griswold.  They  look  very  good. 

The  Chairman.  Then  there  ougiit  to  be  a  pretty  fair  chance  for 
them  to  come  somewhere  near  feeding  themselves  this  year? 

Mr.  Griswold.  They  will  not  be  able  to  feed  themselves  this 
year,  no. 

The  Chairman.  How  did  they  manage  to  feed  themselves  in  the 
old  days?  They  did  not  get  any  hand-outs  from  us  in  the  prewar 
days.  They  had  an  unfavorable  balance  of  trade  with  us,  and  yet 
they  seemed  to  get  along.  They  did  have  a  few  remittances  from 
relatives  over  here,  but  not  many.  How  did  they  manage  to  get 
along? 
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LOSS  OF  GREEK  EXPORT  MARKETS 

Mr.  Griswold.  Their  market  was  Germany,  Czechoslovakia,  and 
Austria,  and  that  market  is  gone. 

The  Chairman.  What  kind  of  commodities;  olive  oil 

]Mr.  Griswold.  Olive  oil,  tobacco,  and  dried  fruits — currants  and 
raisins. 

Fifty  percent  of  their  exports  were  tobacco;  and  I  believe  something 
like  30  percent  was  olive  oil,  and  around  20  percent  dried  fruits. 

And  there  was  a  market  in  the  central  European  countries  which 
has  been  lost  to  Greece  for  years. 

We  sold  2,000  tons  of  olive  oil  to  xA.ustria,  and  we  have  been  on  a 
deal  to  sell  some  5,000  tons  of  olive  oil  to  Germany.  We  sold  about 
2.5  million  dollars  of  tobacco  to  Germany.  That  is  opening  up  Ja 
little  bit,  but  the  improved  prospect  in  Germany  and  an  improved 
prospect  in  Austria  would  have  a  fine  effect  on  exports  from  Greece. 

Air.  Case.  But  thev  have  lost  their  tobacco  exports  to  the  United 
States? 

Mr.  Griswold.  Well,  we  have  sold  some  to  the  United  States. 
The  processors  in  the  United  States  like  to  have  some  Greek  tobacco 
for  blending  purposes.  And  Germany  prefers  that  tobacco  to  the 
American  tobacco. 

Mr.  Stefan.  The  ECA  will  be  shipping  for  the  first  12  months 
$12,300,000  worth  of  tobacco  to  western  Germany,  bizone. 

Mr.  Griswold.  I  know,  and  we  would  be  glad  to  sell  to  Germany 
some  of  the  Greek  tobacco. 

Mr.  Case.  He  referred  to  tobacco  from  the  United  States. 

]Mr.  Griswold.  Yes. 

NEED  FOR  GERMAN  MACHINERY 

Mr.  Engel.  "V^Tiat  particular  commodity  could  the  Greeks  use  to 
the  greatest  advantage  from  Germany? 

]vlr.  Griswold.  ^Machinery.  All  of  the  telephones  in  Greece  are 
of  German  make;  and  the  other  machinery  I  would  say  would  be 
two-thirds  German  and  about  one-third  from  other  places  like  France 
and  Italy. 

Mr.  Engel.  That  brings  us  right  back  to  the  question  of  the  steel 
production  in  Germany;  the  development  of  Germany's  light  and 
heavy  industry. 

Mr.  Griswold.  Yes. 

Mr.  Engel.  The  waterworks,  and  other  equipment  of  that  kind 
are  mostly  German. 

Mr.  Griswold.  Mostly  German;  and  their  textile  machinery  is 
not  in  too  good  shape  right  now,  because  it  is  largely  German,  and 
they  need  parts.  You  can  go  into  a  fertilizer  plant,  and  into  other 
plants  as  I  have  done,  and  it  seemed  to  me  that  at  least  two-thirds  of 
the  machinery  was  Gorman. 

Air.  Case.  I  should  think  you  could  take  up  the  proposition  of 
dealing  through  the  Export-Import  agency  at  Frankfort 

Mr.  Griswold.  We  are  doing  that  at  the  present  time. 

Mr.  Case.  Of  getting  some  machinery  with  tobacco? 

Mr.  Griswold.  Yes.  We  have  been  able  to  trade  something  like 
$5,000,000  worth  of  goods. 
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Mr.  Stefan.  What  kind  of  stuff? 

Mr.  Griswold.  Spare  parts,  mostly. 

Mr.  Stefan.  Spare  parts? 

Mr.  Griswold.  Machinery  mostly.  There  are  a  lot  of  factories  in 
Greece  in  bad  condition  because  they  cannot  get  spare  parts  from 
Germany.  But  we  are  now  trying  to  work  that  out.  We  have  had 
some  German  businessmen  come  to  Greece  along  w  ith  the  military 
government  officials  to  work  with  the  businessmen  in  Greece  to  see  if 
some  kind  of  a  program  could  be  worked  out  that  would  be  of  advan- 
tage both  ways.  We  have  used  the  barter  w-ith  western  Germany 
along  that  line. 

TOURIST    TRADE 

Mr.  ExGEL.  Wliat  about  the  tourist  trade? 

Mr.  Griswold.  I  think  there  is  not  much  possibility  along  that 
Ime  for  the  next  few  years.  Greece  and  the  Middle  East  do  offer 
some  things  along  that  line. 

Mr.  Engel.  Was  not  that  a  source  of  foreign  exchange  previously? 

Mr.  Griswold.  I  do  not  think  it  ever  was  too  much  from  that 
source.  It  is  just  a  little  too  far  away.  People  will  go  to  Rome,  but 
many  of  them  w'ill  not  go  farther  east  than  Rome. 

ANIMAL    POPULATION 

The  Chairman.  Wliat  about  the  animal  population;  is  that  hold- 
ing up? 

Mr.  Grisw^old.  It  is  holding  up  pretty  well,  except  among  the 
refugees  w^io  have  been  forced  out  of  the  villages,  many  of  them  had 
to  sell  or  Ivill  their  animals ;  and  many  of  the  animals  have  gone  down 
on  the  plains.     Now  they  should  be  back  up  in  the  mountains. 

The  Chairman.  I  would  not  want  to  interfere  with  the  market  for 
mules  or  horses  from  the  Middle  West,  but  it  does  seem  to  me  there 
could  be  a  little  closer  coordination  between  the  Army  requests  for 
mules  from  this  country  and  the  surplus  animals. 

Mr.  Griswold.  The  surplus  Greek  animals  are  goats  and  sheep. 

Mr.  Stefan.  I  was  going  to  bring  up  that  pouit:  they  are  mostly 
goats  and  sheep. 

Air.  Griswold.  Yes. 

The  Chairman.  No  donkeys,  mules,  or  horses? 

Mr.  Griswold.  There  are  some  donkeys,  but  the}'^  need  them  all. 

Mr.  Stefan.  Many  of  those  are  animals  that  the  people  had  to 
abandon? 

Mr.  Griswold.  Yes.  Many  of  the  ow^ners  brought  them  down 
from  the  mountains. 

Mr.  Stefan.  And  they  had  to  abandon  a  lot  of  them? 

Mr.  Griswold.  Yes;  some  of  them  were  abandoned;  not  mules. 

Mr.  Stefan.  I  was  talking  more  about  sheep  and  goats. 

Mr.  Griswold.  There  have  been  a  great  many  lost,  but  most  of 
them  got  out  with  their  sheep  and  goats. 

need  for  tractors 

Mr.  Case.  You  referred  to  the  use  of  animals  as  not  being  as  good 
as  tractors  for  farming.     Can  they  make  better  use  of  tractors? 

Mr.  Griswold.  They  do  need  tractors  over  there.  The  individual 
owner  does  not  need  a  tractor,  but  they  do  need  tractors  in  certain 
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areas  for  fall  and  spring  plowing  in  the  clay  soil,  which  when  it  is 
dry  is  very  hard,  and  nothing  but  a  tractor  will  really  get  in  and 
plow  it  up. 

The  individual  does  not  need  to  own  a  tractor,  but  tliey  do  have 
cooperatives  which  own  tractors,  and  in  the  Ministry  of  Agriculture 
they  have  tractors  which  are  held  by  the  Government  and  which  are 
rented  out  to  the  farmers. 

Mr.  Case.  Can  they  get  the  necessary  gasoline  and  fuel  oil? 

Mr.  Griswold.  For  that  purpose,  yes.  Of  course,  the  tractor  does 
not  work  every  day;  but  they  do  need  them.  That  was  a  little 
surprising  to  me  when  I  got  over  there,  to  see  that  they  do  need 
tractors ;"but  it  is  true,  because  the  mules  just  cannot  pull  a  plow 
through  the  ground  in  the  dry  season. 

Mr.  Mahon.  Speaking  of  tobacco  operations,  I  wonder  if  3"ou  have 
met  lip  with  a  man  by  the  name  of  Turner,  up  in  the  Macedonia  area? 

Mr.  Griswold.  Is  he  a  representative  of  an  American  tobacco 
compam^? 

Mr.  Mahox.  I  believe  he  is;  he  lives  near  Athens. 

Mr.  Griswold.  I  do  not  believe  I  have,  although  the  name  is 
familiar. 

DURATION  OF  GREEK  PROGRAM 

Mr.  Case.  How  long  will  it  be  necessaiy  to  carry  on  this  program, 
in  3^our  judgment? 

Air.  Griswold.  I  would  say  that  depends  a  lot  on  the  situation  in 
western  Germany.  If  the  people  in  Germany  can  get  back  on  their 
feet,  and  create  a  market  for  the  stuff  which  Greece  has  to  export, 
the  job  can  be  completed  much  more  quickly.  The  Greeks  are  smart, 
and  they  are  just  like  the  people  all  over  the  world;  they  are  just  very 
good  foiks.  One  of  the  things  they  need  is  more  confidence  in  Greek 
currency.  That  would  get  things  going  much  more  rapidly.  I 
think  that  has  a  lot  to  do  with  it,  and  I  think  that  is  true  all  over 
Europe. 

Air.  Case.  Governor,  you  are  much  more  realistic  and  frank  in 
most  of  your  comments  than  some  of  the  other  people  who  have 
talked  to  the  committee  about  this  program  from  various  areas, 
because  you  have  not  indicated  that  everything  was  100  percent 
perfect,  and  that  the  millenium  is  gohig  to  come  if  we  would  just  pass 
the  necessary  appropriations  which  they  request.  But  still  the 
committee  is  bothered  by  the  perennial  requests  and  demands  for 
appropriation,  and  I  would  like  to  have  some  assurance  that  if  we  do 
make  an  appropriation  that  we  can  expect  some  progress  will  be  made 
looking  toward  an  end.  Just  building  up  a  permanent  relief  prograrn — 
why,  you  know  as  well  as  the  members  of  this  committee  is  not  going 
to  solve  anything,  and  that  the  United  States,  with  aill  of  its  resources 
being  taxes,  cannot  continue  such  programs  indefinitely;  they  will 
have  to  stop  sometimes,  whether  we  are  impelled  to  continue  them  or 
not. 

RECOMMENDED    ECONOMIES    IN    PROGRAM 

Mr.  Griswold.  I  am  preaching  to  the  Greeks  that  they  have  got 
to  get  in  position  to  help  themselves  take  care  of  their  needs.  I  am 
planning  and  have  recommended  that  the  size  of  the  mission  be  reduced 
next  year.     I  do  not  believe  in  building  up  these  activities  as  a  career 
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just  to  make  jobs.     I  am  in  favor  of  discontinuing  some  of  the  things 
we  have  been  doing,  on  the  basis  of  the  experience  which  we  have  had. 

The  Chairman.  What,  for  instance? 

Mr.  Griswold.  Oh,  I  think  some  of  the  pubhc  health  activities 
could  be  discontinued. 

We  have  on  the  staff  a  home  economist,  and  I  believe  that  it  will 
be  50  years  before  you  will  accomplish  much  in  Greece  in  the  field  of 
home  economics. 

And  I  am  in  favor  of  better  administration  of  our  construction 
program,  a  more  economical  administration  of  the  construction  pro- 
gram. It  was  decided,  in  order  to  get  the  program  going  quickly, 
to  have  the  Corps  of  Engineers  operate  it.  I  am  in  favor  of  the  Corps 
of  Engineers  leaving  Greece  this  fall,  and  of  putting  Americans  in  the 
Greek  Government,  by  agreement  between  the  two  countries;  of 
putting  an  American,  in  the  highway  department,  in  the  irrigation  or 
reclamation  department — whatever  they  call  it — and  also  the  agency 
handling  housing,  so  there  will  be  an  American  in  there  watching 
where  our  money  is  spent. 

I  think  we  can  reduce  our  administrative  costs  of  the  construction 
program  materially. 

Mr.  Engel.  What  percentage?  Would  you  say  as  much  as  50 
percent? 

Mr.  Griswold.  I  do  not  know  just  what  that  part  of  the  operation 
costs. 

The  Chairman.  How  many  people  have  they? 

Mr.  Griswold.  They  have  about  100  people  over  there;  but  they 
also  have  a  lot  of  Greek  employees  who  must  be  paid. 

Mr.  Stefan.  Are  they  a  part  of  the  military? 

Mr.  Griswold.  No. 

Mr.  Stefan.  They  are  separate  from  the  military  government. 

Mr.  Griswold.  Yes. 

Air.  WiGGLESwoRTH.  To  wliat  extent  has  the  work  under  this  pro- 
gram been  on  a  cost-plus  basis  by  the  contractor? 

Mr.  Griswold.  It  has  been  done  on  a  cost-plus-a-fixed-fee  basis. 

Mr.  WiGGLESWORTH.   .Ml  of  it. 

Mr.  Griswold.  Yes. 

Mr.  W^igglesworth.  That  is  where  the  terrific  waste  has  resulted 
in  many  instances,  is  it  not? 

Mr.  Griswold.  Those  contracts  were  made  here  in  the  States,  in 
Washington,  and  perhaps  it  was  necessary,  in  order  to  get  the  thing 
going  quickly.  Now  that  we  have  had  experience,  I  have  recom- 
mended that  kind  of  activity  be  phased  out,  and  that  we  have  a  much 
smaller  organization,  with  an  American  to  handle  this  work,  really  as 
an  official  of  the  Greek  Government.  We  have  them  working  in  the 
bank  on  credits ;  we  have  several  of  them  in  the  foreign  trade  adminis- 
tration work,  handling  the  import  activities.  And  I  am  in  favor  of 
putting  some  American  engineer  in  there  to  look  after  the  construction 
program. 

Mr.  Engel.  In  other  words,  you  are  in  favor  of  replacing  the  Army 
engineers  in  Greece  with  a  civilian  American  civil  engineer  to  do  that 
work? 

jMr.  Griswold.  Yes. 

Mr,  Engel.  And  to  do  the  work  with  Greek  labor? 

Mr.  Griswold.  Yes. 
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Mr.  WiGGLESWORTH.  And  get  away  from  the  cost-plus-a-fixed-fee 
basis  contract. 

Mr.  Griswold.  1  am.  not  so  sure  that  we  can  get  the  American 
contractors,  for  the  work  that  has  to  be  done  under  the  conditions 
over  th(»i'e,  to  take  a  chance.  Some  of  tliem  would  not  want  to  take 
the  chance. 

The  Chairman.  But  you  can  get  Greek  contractors  to  do  it. 

]\Ir.  Griswold.  Yes. 

Mr.  Casp:.  As  I  understand  from  your  statement,  you  would  like 
the  Greek  Government  to  cut  down  on  the  size  of  its  force  also? 

Mr.  Griswold.  Yes;  that  is  the  only  hope  for  improving  their 
governmental  operation.  And  I  am  constantly  bringing  that  to  their 
attention. 

We  have  as  head  of  the  highway  department,  or  public  works 
administration,  a  man  who  really  has  some  administrative  authority 
with  the  whole  highway  program.  His  name  is  Worthington,  and  for 
many  years  he  was  head  of  the  highway  departmient  of  the  State  of 
West  Virginia. 

Then  Ave  have  a  bureau  of  reclamation  man,  a  Mr.  Corfitzen,  in  the 
reclamation  department,  or  whatever  they  call  it. 

Mr.  Engel.  Then  you  have  a  man  for  housing? 

Mr.  Griswold.  We   have   a   man   who   was   with   some   Federal 
agency,  for  housing. 
Mr!  Excel.  They  must  have  people  over  there  in  Greece  who  did 
that  work  l^efore  we  came  in,  because  they  built  roads,  did  they  not? 

Mr.  Griswold.  Yes. 

Mr.  Engel.  Wny  cannot  we  have  those  people  do  the  work  on  a 
contract  basis  with  American  supervision  to  see  that  it  is  properly 
done? 

Mr.  Griswold.  I  think  we  should.  It  is  the  only  permanent  way  to 
build  up  the  country.  They  were  short  of  equipment.  They  could  not 
have  done  the  job.  We  have  had  to  have  an  extra  group  come  in  first 
and  get  the  thing  started,  to  look  around  and  say,  "We  need  cranes; 
tliis  type  of  machhiery."  Somebody  had  to  come  in  in  whom  we  had 
<'onfidence.    That  has  been  done. 

Now,  when  you  start  talking  about  next  year's  program,  I  am 
in  favor  of  changing  it  quite  materially,  and  that  is  a  matter  of  record. 

Mr.  Stefan.  Do  you  have  any  other  reductions  in  mind  at  the  pres- 
ent time?     You  mentioned  a  construction  program. 

Mr.  Griswold.  Reducing  the  number  of  individuals  here  and  there. 

EGA  budget  program  FOR  GREECE 

Mr.  Stefan.  The  budget  that  we  have  before  us  now  is  an  item  of 
$275,000,000  for  Greece  and  Turkey,  and  that  is  purely  military  with 
the  exception  of  $375,000  for  the  mission  to  Greece  and  $100,000 
administrative  expenses  for  the  State;  $75,000,000  is  for  Turkey. 

Mr.  Griswold.  That  is  on  the  military  side.     This  other  is  EC  A. 

Mr.  Stefan.  We  do  not  have  any  Inidget  before  us  at  the  present 
time;  Ave  are  justifying  this  $275,000,000  for  Greece  and  Turkey,  but 
the  ECA  told  us  th'ey  transferred  $9,000,000  to  you  recently. 

Mr.  Griswold.  That  is  right. 

Mr.  Stefan.  They  have  a  request  here.  Thev  are  planning  for  the 
first  12  months  of  the  fiscal  year  1949,  $106,500,000  for  the  Greek 
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Alission  under  EGA,  of  which  this  $9,000,000  is  a  part.  What  do 
you  have  left  in  your  mission  fund  now  up  to  date  for  the  rest  of  the 
time?     Do  you  know,  approximately? 

Mr.  GiiiswoLD.  We  do  not  have  anything.  That  is  why  Ave  had  to 
have  this  $9,000,000.     We  were  out  of  money. 

Mr.  Stefan.  You  have  been  there  only  9  months? 

Mr.  Griswold.  Ten  months  and  one  week. 

Mr.  Stefan.  When  you  came  before  the  committee  the  first  time 
you  indicated  you  were  not  making  this  Greek  business  your  life's 
ambition;  that  when  the  year  was  up  it  would  be  ended. 

Mr.  Griswold.  Yes. 

Mr.  Stefan.  I  personally  thmk  that  you  did  a  swell  job  in  those 
10  months,  but  here  is  a  request  for  $106,400,000  from  April  1,  1948, 
to  March  31,  1949,  for  materials  to  be  shipped  from  the  Western 
Hemisphere  to  Greece.  You  are  recommending  a  reduction  m  the 
mission,  the  number  of  people  in  the  mission.  That  is  what  you  are 
recommending? 

Mr.  Griswold.  Yes. 

Mr.  Stefan.  As  of  today  you  are  working  under  the  EGA? 

Mr.  Griswold.  We  are  dependent  upon  EGA  for  the  money  with 
which  we  import  goods  into  Greece. 

Mr.  Stefan.  To  all  intents  and  purposes  you  are  under  EGA? 

Mr.  Griswold.  That  is  right.  I  was  named  by  Mr.  Hoffman 
temporarily  to  have  charge  of  the  EGA  program  m  Greece. 

recommendation    for    administration    of    assistance    to    GREECE 

Mr.  Stefan.  We  were  told  here  there  would  be  an  ambassador  ap- 
pointed for  Greece  and  that  that  ambassador  would  be  put  in  charge 
to  handle  the  political  end;  that  the  set-up  in  Greece  from  now  on  is 
going  to  be  under  the  EGA,  and  they  have  an  EGA  administrator 
there.  Do  you  have  any  comment  on  that?  Wliat  do  you  think 
about  that?  This  has  been  working  pretty  well  under  yom-  adminis- 
tration now.     Will  there  be  a  dual  administration  there? 

Mr.  Griswold.  Alay  I  speak  off  the  record? 

The  Ghairman.  Yes. 

(Discussion  off  the  record.) 

Mr.  WiGGLESwoRTH.  I  think  the  committee  has  felt  from  the  outset 
there  was  great  danger  in  this  divided  authority  that  was  provided  for 
originally. 

I  have  a  minor  question — perhaps  you  have  ah'eady  answered  it — 
as  I  understood  the  proposal  in  respect  to  Greece,  there  was  not  only 
the  three  major  elements  that  you  referred  to,  but  that  they  contem- 
plated carrying  on  some  41  of  your  persoimel  almost  in  a  force  category, 
you  might  say,  for  the  purpose  of  working  in  the  Government  in  this  or 
that  capacit}^. 

For  example,  they  have  4  in  the  office  of  Ghief  of  Missions,  2  in  the 
Information  Division,  4  m  the  Legal  Division,  21  in  the  Administra- 
tive Division,  4  in  the  Givil  Government  Division  and  4  civil  govern- 
ment consultants. 

Is  there  any  reason  why  this  small  group  should  be  carried  on  as  a 
separate  element  in  the  over-all  picture  there? 

Mr.  Keefe.  You  are  talking  about  that  300,000  break-down  plus 
$100,000  for  the  State  Department  administration? 
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Mr.  WiGGLEswoRTH.  Yes. 

^Ir.  Griswold.  If  I  were  the  final  authority  I  would  have  one  man 
heading  the  three  agencies  just  as  Mr.  Keefe  mentioned.  Then  the 
Chief  would  be  the  Ambassador,  and  they  would  be  on  his  staff.  I 
would  combine  the  Information  Division  of  the  Mission  and  the 
Embassy.  There  is  no  use  having  two  there.  I  thiidv.  that  there 
might  be  just  two  men  in  the  Legal  Division  instead  of  four. 

1  do  not  know  the  details  about  the  Achninistrative  Division,  but 
they  probably  need  the  21.  I  recommended  they  abolish  the  civil 
government  activity  and  have  one  or  perhaps  two  of  what  you  might 
call  governmental  advisers  that  work  with  our  budget  agency,  and 
their  interest  in  the  operations  of  the  Greek  Government  be  applied 
to  its  effect  on  the  budget.  In  other  words,  I  would  change  that  a 
bit. 

Mr.  WiGGLESWORTH.  And  if  any  part  is  to  exist  it  ought  to  be 
under  this  one  over-all  control,  or  under  the  EGA  mission,  if  it  is  to 
be  done  in  that  way? 

Ml-.  Griswold.  I  do  not  know  that  we  should  combine  the  Admm- 
istrative  Division.  I  am  not  so  sure.  There  are  ai-guments  both 
ways.  The  embass}?^  group  has  a  special  type  of  operation  and  may- 
be they  need  a  separate  achninistrative  stall',  and  the  military  and 
the  EGA  would  have  another  administrative  staff.  You  can  make  a 
pretty  good  argument  for  combining  all  that,  but  this  is  more  of  an 
emergency  operation,  while  the  afhninistrative  staff  of  the  Embassy 
is  a  permanent  activity.  My  recommendation  would  be  to  have  tAvo 
administrative  groups  there.  The  administrative  group  of  the  mis- 
sion operates  the  motor  pool,  they  run  the  hotels,  they  do  a  lot  of 
things  that  an  embassy  administrative  man  simply  knows  nothing 
about.  They  operate  messes.  They  are  more  like  the  administra- 
tive group  in  Germany  and  Japan,  and  they  need  a  different  type 
of  personnel  than  the  administrative  function  in  the  embassy.  That 
is  my  thinking. 

CURRENCY    SITUATION    IN    GREECE 

Mr.  WiGGLESWORTH.  Yo'u  told  us  that  the  currenc}^  was  9,650  to  1. 
I  do  not  recall  what  it  was  last  autumn,  but  that  is  considerably 
worse  than  it  was  6  months  ago? 

Mr.  Griswold.  ^Yhen  were  you  there? 

Mr.  WiGGLESWORTH.  At  the  end  of  September? 

Mr.  Griswold.  Had  we  adopted  then  what  we  call  the  certificate 
plan  that  provided  that  when  you  brought  one  dollar  in  you  got  five 
thousand  plus  a  certificate  that  sold  for  some  additional  (h-achma? 
Do  you  remember? 

Mr.  WiGGLESWORTH.  I  do  iiot  tliiidv  so. 

Mr.  Griswold.  The  legal  rate  when  I  went  there  was  5,000. 

Mr.  WiGGLESWORTH.  5,000  to  1  10  months  ago? 

Mr.  WiGGLESWORTH.  Five  thousand  to  one  10  months  ago? 

Mr.  Griswold.  That  is  right.  We  tried  to  get  the  currency  on  a 
more  honest  basis  and  now  it  is  9,650. 

DISCUSSION    of    greek    BUDGET 

Mr.  WiGGLESWORTH.  Will  the  budget  come  anywhere  near  balanc- 
ing this  3^ear? 
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Mr.  Griswold.  T  do  not  believe  you  can  balance  the  Greek  budget 
without  the  use  of  some  American  funds. 

Mr.  WIGGLES^^'OPLTH.  When  we  were  there  you  were  trying  to  get 
them  to  cut  down  the  personnel  which  you  have  already  spoken  about. 
The  hope  was  at  least  held  out  that  you  could  effect  a  balanced  budget. 

Mr.  Griswold.  The  trouble  is  that  the  military  activity  is  greater 
than  it  was  then,  the  expense  of  the  Greek  Army  is  greater,  and  I  do 
not  believe  we  can  carry  that  out  without  using  some  drachma  that 
we  accumulate.     We  would  not  use  all  the  drachma,  but  some. 

•Mr.  WiGGLESwoRTH.  What  is  the  production  index  now  as  com- 
pared with  prewar;  roughh^? 

Mr.  Griswold.  Industrial? 

Mr.  WiGGLESWORTH.    YcS. 

Mr.  Griswold.  It  varies  tremendously  as  between  different  indus- 
tries, but  it  is  rouglily  65  per  cent. 

Mr.  WiGGLESWORTH.  We  have  had  reports  from  the  field  which 
3"ou  already  referred  to  on  construction  that  they  have  in  certain 
instances  had  great  waste  as  a  result  of  the  cost-plus-fixed-fee  contract, 
and  also  resulting  from  carelessness  as  to  costs.  Would  you  agree 
with  those  reports? 

Mr.  Griswold.  The  contractors  have  not  made  any  additional 
profits  by  being  wasteful,  but  they  have  had  no  incentive  to  be 
economical.     Their  fee  was  fixed. 

Mr.  WiGGLESWORTH.  Which  has  resulted,  in  certain  instances, 
in  great  waste? 

Mr.  Griswold.  That  is  right. 

Friday,  May  21,  1948. 

The  Chairmax.  I  believe  at  this  point  if  jMr.  Cannon  would  like 
to  ask  any  questions  that  we  should  allow  him  to  do  that  now,  because 
I  want  to  get  into  some  of  the  details  of  this  thing,  and  I  thought  if 
you  had  some  general  questions  that  tliis  would  be  a  good  time  for  them. 

ADMIXISTRATION    OF    UNRRA 

Mr.  Cannox.  Governor  Griswold,  we  are  very  much  gi'atified  that 
you  have  been  on  the  job  over  there,  and  all  of  the  reports  that  we 
have  had  on  your  administration  have  been  highly  satisfactory, 

I  believe  you  testified,  and  I  was  unavoidably  out  of  the  House 
yesterday  and  did  not  hear  your  testimony,  to  the  effect  that  the 
administration  of  UNREA  left  much  to  be  desired.  Has  it  been 
a  matter  mereW  of  maladministration,  neglect,  and  incompetency, 
or  has  there  been  actual  diversion  of  funds  or  supplies  and  mal- 
feasance in  administration  and  in  the  handling  of  the  assets  of 
UNRRA,  or  has  it  been  both  ? 

Mr.  Griswold.  It  has  been  both.  Largely  it  was  just  inefficiency, 
but  there  may  have  been  a  small  amount  of  malfeasance.  You  hear 
rumors  about  ceilain  Greeks  who  made  a  lot  of  money  by  getting 
hold  of  some  of  these  things  through  corruption.  It  is  all  rumor 
to  me,  and,  really,  we  do  not  have  the  people  to  try  to  check  into  it. 

Part  of  the  inefficiency  was  on  the  part  of  the  Greek  Governm.ent, 
and  part  of  the  inefficiency  was  due  to  the  inefficiency  of  the  UNRRA 
organization.  Where  one  leaves  off  and  the  other  begins  is  really 
impossible  to  tell. 
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The  Greek  Government  is  niucli  more  efficient  today  than  it  was 
tiien.  Their  ministers  are  doing  better.  Aft^er  a  lon<;  [)eriod  of  occn- 
pation.  and  after  a  revolntion  that  they  had  gone  through,  the  Gov- 
ernment was  nnderstandably  inefficient.  Then  UNRKA  came  in  and 
unloaded  on  the  dock  whole  boatloads  of  stufl^'.  and  nobody  in  the 
Greek  Govermnent  knew  what  to  do  with  it.  They  did  not  card  index 
it.  and  they  did  not  put  it  away  in  warehouses  with  any  kind  of  an 
inventor}'.  They  did  not  know,  for  instance  that  some  place  in  this 
warehouse  was  the  1.000  tons  of  copper  nails  that  Mr.  Case  was  talk- 
ing about  yesterday,  and  where  they  were  or  could  be  located  nobody 
knew.    That  was  straight  inefficiency. 

When  nobody  knew — I  think  a  lot  of  the  stuff  was  taken  out  in  trucks 
through  pure  corruption,  and  there  wei'e  UXERA  peo]ile  who  were 
plain  crooks,  and  who  were  in  there  to  make  a  profit.  Who  they  were 
I  could  not  tell  you.    I  do  not  know. 

FORMER  UNRRA  EMPLOYEES 

We  have  had  a  lot  of  UNRRA  people  who  wanted  to  work  for  us. 
AVhen  a  fellow  really  kind  of  wanted  to  go  to  work  for  us  it  always 
scared  me  a  little  bit. 

We  hired  a  few  of  them,  but  they  were  pretty  carefully  screened,  and 
we  turned  down  just  dozens  of  them  who  wanted  to  go  to  work  for  us. 
I  did  not  like  the  looks  of  it.  If  they  were  so  anxious  to  get  there  I 
hind  of  considered  it  two  strikes  against  them,  as  a  matter  of  fact. 
But,  I  do  not  know  where  the  corruption  lay.  It  was  a  combination, 
joint  collusion  between  some  UNRRA  official  and  some  Greek  official, 
but  I  would  say  today  we  have  the  thing  pretty  well  organized. 

There  is  still  a  little  stuff'  in  the  warehouses,  but  it  is  rather  minor 
now  and  the  big  food  items  have  been  moved ;  the  clothing  items  and 
the  shoes  are  largely  gone.  We  used  a  lot  of  that  stuff  to  distribute  to 
refugees  and  the  children  that  had  to  be  evacuated,  and  they  have 
clothed  them  with  that. 

I  was  in  one  of  these  children's  camps  in  a  big  building  that  they 
had  taken  over,  and  they  had  400  or  500  children  there  who  had  been 
brought  back  from  ]Macedonia.  There  were  shoes  there  which  were 
made  in  Canada  and  underwear  which  was  made  in  Canada  or  Aus- 
tralia. Most  of  it  was  American  stuff,  but  it  was  a  mixture  of  every- 
thing. 

Mr.  Stefax.  You  made  it  possible  for  them  to  have  it  f(»r  these 
children? 

Mr.  Griswold.  Yes. 

Mr.  Stefax.  You  got  in  there  and  cleaned  out  the  stuff'  that  they 
could  use  ? 

Mr.  Griswold.  That  is  right,  they  needed  it  badly. 

Mr.  Stefan.  You  went  in  there  and  found  it  and  i)ut  it  to  use? 

Mr.  Griswold.  That  is  right,  and  put  it  to  use. 

Today  I  would  sa}'  that  the  situation  as  far  as  this  UNRRA  stock 
is  concerned  is  not  bad.  There  is  still  a  little  stuff'  there,  and  as  to  some 
of  it  we  do  not  know  what  to  do  with  it.  AVe  just  do  not  have  a  big 
enough  group  to  go  in  and  and  personally  do  it.  We  have,  you 
might  say.  maybe  tAVo  or  three  people  who  are  working  in  dozens  of 
warehouses,  and  we  cannot    personall}'  go  in  and  move  it  out.     We 
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just  have  to  keep  checking  and  pushing,  and  canceling  import  licenses 
until  they  use  up  that  stock  of  goods.  For  instance,  we  will  not  let 
them  import  quinine  until  they  have  used  what  they  already  have. 
Maybe  tlie  importer  did  not  know  that  it  was  there,  but  we  find  it  and 
say  use  up  what  you  have.  Today  the  situation  is,  I  would  say,  very 
good. 

Mr.  Canxon.  Governor  Griswold,  is  the  situation  to  which  you 
refer,  the  unfavorable  aspects  of  it  which  were  under  the  control  of 
UNRRA  and  attributable  to  UNRRA  management  and  administra- 
tion and  in  no  way  attributable  to  the  United  States  Government^ 

Mr.  Griswold.  Only  to  the  extent  that  the  United  States  Govern- 
ment had  a  part  in  forming  UNRRA  and  creating  their  administrative 
set-up. 

Mr.  Cannox.  The  United  States  Government  is  merely  one  of  some 
60  or  70  governments,  which  administer  UNRRA? 

Mr.  Griswold.  That  is  my  understanding. 

Mr.  Canxox.  And  the  United  States  Government  has  no  more  con- 
trol over  UNRRA  than  any  other  one  nation  would  have? 

Mr.  Griswold.  That  is  right. 

Mr.  Caxxox.  Therefore  it  wouhl  not  be  attributable  to  the  United 
States.  UNRRA  and  the  United  States  are  two  different  entities;  is 
that  correct  ? 

Mr.  Griswold.  That  is  correct.  As  I  understand  it  we  furnished 
TO  percent  of  the  money,  and  our  weight  was  greater  than  anyone 
else's. 

Mr.  Caxxox.  AVe  contributed  more  than  any  other  nation. 

Mr.  Griswold.  Yes,  sir ;  more  than  all  of  the  others  combined. 

Mr,  Cax"xox.  Because  we  had  more  resources  than  any  other  nation. 

Mr.  Griswold.  Yes. 

Mr.  Caxxox.  As  I  understand  it,  the  contributions  were  prorated 
in  proportion  to  the  assets  of  the  constituent  countries  who  made  up 
UNRRA. 

Mr.  Griswold.  I  do  not  know. 

Mr.  Caxxox.  You  say  that  situation  has  been  largely  corrected  at 
this  time  ? 

Mr.  Griswold.  You  mean  the  stocks  of  goods? 

Mr.  Caxxox.  Yes. 

Mr.  Griswold.  Yes,  sir. 

Mr.  Canxox.  What  is  the  status  of  the  UNRRA  Administration 
itself? 

Mr.  Griswold.  It  is  all  gone. 

Mr.  Caxxox".  It  has  been  liquidated? 

Mr.  Griswold.  It  is  gone. 

Mr.  Caxxox.  About  when  was  the  final  date  of  its  liquidation? 

Mr.  Griswold.  At  the  time  I  got  there  in  July  there  were  still  a  few 
on  the  UNRRA  pay  roll.  There  was  some  fellow  who  had  something 
to  do  with  shipping,  and  it  was  only  3  or  4  months  ago,  I  think,  that 
he  was  cut  off  the  UNRRA  pay  roll. 

Mr.  Caxxox.  You  had  a  remarkable  opportunity  to  observe.  Gov- 
ernor Griswold,  and  the  whole  operation  has  been  concluded.  You 
ought  to  he  in  a  position  now  to  draw  some  conclusions  from  the 
effect  of  its  operation.  Would  you  say  that,  taken  as  a  whole,  UNRRxA. 
helped  or  harmed  the  situation^     Did  UNRRA  make  any  material 
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contribution  to  the  welfare  of  the  countries  in  which  it  operated  and 
the  maintenance  of  condition:^  wliich  wore  desirable  frf)ni  the  Amer- 
ican point  of  view  i 

Mr.  Gkiswold.  I  can  only  speak  for  Greece,  but  in  Greece  they 
kept  them  alive;  they  kept  the  people  in  existence.  There  would  have 
been  actual  starvation.  They  would  have  starved  by  the  hundreds 
of  thousands  if  some  type  of  relief  or<;-anization  had  not  taken  care 
of  the  people. 

Mr.  Caxnon".  So  yon  would  say  that,  while  there  were  errors  in 
administration,  and  while  there  mifrht  have  been  some  maladministi-a- 
tion,  on  the  whole,  taken  in  oenei'al.  it  warranted  our  expenditure 
of  the  funds  which  we  contributed  t 

Mr.  Griswold.  From  the  human  relief  standpoint  of  wantin^^  to  keep 
people  alive,  to  keep  them  from  actual  starvation,  it  certainly  was 
Avarranted,  and  for  the  good  of  the  world  I  think  it  was  worth  while. 
I  think  it  could  have  been  run  in  Greece  for,  oh,  perhaps  two-thirds 
of  the  money.  They  handed  stuff  out  too  much.  They  just  created  a 
permanent  relief  clientele,  which  is  not  a  cfood  thino-  for  the  country 
itself  but,  on  the  other  hand,  the}-  did  keep  the  Xation  in  existence,  an(i, 
if  UNREA  had  not  gone  in,  Greece  long  ago  would  have  been  behind 
the  ii'on  curtain  along  with  Bulgaria  and  those  other  countries. 

Mr.  Cannon.  And  Stalin  would  have  taken  over? 

]\Ir.  Griswold.  Oh,  absolutely. 

Mr.  Cannon.  And,  with  Greece  under  the  control  of  Russia  and 
communism,  our  situation  over  there  today  woidd  be  rather  desperate, 
v,-<ndd  it  not,  on  the  Mediterranean? 

Mr.  Griswold.  Yes:  I  think  it  would.  For  some  reason  the  Com- 
munists want  to  get  control  of  Greece.  You  get  into  a  world-wide 
military  plan  that  I  am  not  an  expert  on.  but  it  would  completely 
outflank  Turkey,  the  Dardanelles;  and  the  Suez  Canal  would  be  in  a 
very  bad  position. 

Mr.  Cannon.  That  has  been  true  ever  since  the  days  of  Peter  the 
Great.  He  wanted  a  warm-water  port.  The  Russian  objective  ever 
since  his  day  has  been  an  outlet  on  the  iSIediterranean  either  directly 
or  indirectly.    It  is  one  of  the  key  points  in  Europe  and  in  the  world. 

REASON  FOR  PROLONGATION  OF  WAR  AGAINST  GUERRILLAS 

How  do  yon  account  for  the  fact.  Governor  Griswold.  that  with  a 
well-drilled  and  well-equipped  and  well-supported  Greek  Army  of 
much  superior  force  they  have  been  unable  to  wipe  out  this  little 
band  of  20,000  or  30,000  revolntionists  in  Greece?  The  revolutionists 
have  been  without  air  power,  and  they  have  been  without  naval  power. 
How  do  you  account  for  the  fact  that  with  a  superior  army  and  with 
a  superior  force  and  superior  armament  the  Greek  Government  has 
not  established  control  in  Greece  long  ago  ? 

^Ir.  Grisavold.  Until  the  last  )>  or  4  months  the  Greek  Ai-my  did 
not  do  everything  it  could  do  to  bring  about  a  successful  conclusion 
of  those  operations.  They  had  a  defeatist  attitude.  They  said.  "Oh, 
we  need  more;  we  cannot  do  it;  these  folks  have  too  much  support." 

Durinir  the  last  few  m(mths  the  spirit  of  the  army  from  top  to 
bottom,  from  the  private  in  the  ranks  up  to  the  general  in  connnand, 
has  tremendously  changed. 


582 

But  in  any  coiinti\y  the  elimination  of  bands  of  ouerrillas  who  sta}'^ 
up  in  the  high  points  and  in  tlie  mountain  ranges  is  plenty  tough 
going. 

My  first  military  experience  was  in  1916,  when  I  went  down  on  the 
Mexican  border,  when  we  sent  troops  down  there  to  try  to  capture 
Villa  and  went  into  Mexico.  A  fellow  named  Pershing,  who  was 
considered  a  pretty  good  Army  man,  finally  led  some  American  forces 
into  Mexico  to  capture  Villa.  It  happened  to  be  in  country  of  the 
same  type  as  Greece,  and  Pershing  did  iiot  haA^e  any  great  success. 
In  other  words,  these  bands  do  not  stand  up  and  fight.  They  fight 
and  run  and  go  back  into  the  hills  some  place.  Pershing  had  no 
success  at  all,  if  you  remember,  in  Mexico. 

Right  today  I  understand  that  there  are  guerrilla  bands  operating 
right  around  ISIanila,  and  they  cannot  get  them  under  control.  In 
other  w^ords,  the  elimination  of  these  guerrilla  bands  who  live  off  the 
country,  and  who  live  a  very  rugged  existence,  is  not  an  easy  military 
operation.  In  the  country  in  which  the  guerrillas  operate  there  are 
rugged  mountain  ranges,  and  I  will  tell  you  it  takes.  I  do  not  know 
how  many,  but  we  w^ill  say  five  men  to  whip  one  of  them  undei-  this 
kind  of  circumstances. 

You  cannot  send  one  man  after  another  and  get  him  on  that  kind 
of  terrain.  So  it  is  not  a  simple  operation,  but  nevertheless  the  army 
did  not  do  everything  it  could  to  bring  it  to  a  successful  conclusion. 
During  the  last  few  months  they  are  really  doing  a  much  better  job. 
1  told  the  committee  yesterday  that  part  of  the  reason  for  that  was 
the  fact  that  beginning  in  about  December  we  put  American  officers 
with  the  higher  Greek  command  organizations  or  posts  with  authority 
to  advise  the  Greek  Army.  It  was  not  the  advice  they  gave  as  much 
as  it  was  just  the  morale  effect  on  the  Greeks  of  having  an  American 
soldier  there  who  was  around  to  kind  of  urge  them  to  go  ahead. 

Mr.  Cannon.  You  think,  then,  we  are  making  progress? 

Mr.  Griswold.  Oh,  definitely. 

Mr.  Cannon.  You  think  eventually  they  will  be  able  to  pacify  the 
entire  country  ? 

Mr.  Gkiswold.  Unless  support  for  the  guerrillas  from  the  north  is 
increased  much  above  what  it  is  today,  they  will  make  great  progress 
in  the  next  few  months. 

ErrECT  OF  ECONOMIC  COOPERATION  BILL  UPON  GREECE 

Mr.  Cannon.  At  one  time  there  was  great  anxiety  throughout  the 
world,  and  here  in  the  United  States  as  well,  for  fear  that  the  Com- 
munists would  take  over  the  Italian  election.  There  is  reason  to  think 
that  the  passage  by  Congress  of  the  Marshall  plan  and  the  ECA  bill, 
which  authorized  "the  estimate  which  we  are  considering  here  at  this 
time,  had  its  effect  ui")on  Italy  and  upon  the  Italian  election  and  was 
a  factor  in  winning  the  election  against  communism  and  winning  the 
campaign  against  communism  in  Italy.  Do  you  think  that  legislation 
had  any  similar  effect  in  Greece? 

IVIr.  Griswold.  Yes,  sir. 

Mr.  Cannon.  On  the  morale  of  the  Greek  people? 

Mr.  Griswold.  Very  definitely;  yes  sir. 


583 

Mr.  Caxxon.  For  tliat  reason,  then,  you  think  we  are  warranted 
in  making  the  full  appropriation  authorized  for  this  purpose  under 
this  estimate  to  implement  that  law? 

Mr.  (triswold.  Yes,  sir.  I  think  it  is  a  chance,  but  I  think  it  is 
a  chance  that  is  very  mucli  worth  taking. 

Mr.  Cannon.  At  least,  it  is  the  best  chance  we  have. 

Mr.  Griswold.  The  best  chance  we  have;  yes,  sir. 

Mr.  Cannon.  You  think  that  the  present  Greek  Government  is 
sound  and  secure  against  any  infiltration  of  communism? 

Mr.  Griswold.  Yes,  sir. 

Mr.  Cannon.  Say  the  Cabinet. 

Mr.  (triswold.  Yes.  There  are  no  fellow  travelers  in  the  Cabinet, 
if  that  is  what  you  mean. 

Mr.  Cannon.  Yes. 

jNIr.  GrisW' OLD.  No,  sir. 

Mr.  Cannon.  And  the  Cabinet  has  taken  a  very  definite  stand  and 
is  winning  the  support  of  the  Greek  people  against  communism  at 
this  time? 

Mr.  Griswold.  Yes,  sir. 

I  do  not  say  the}^  altogether  have  the  complete  support  of  the 
Greek  people  on  some  domestic  issues  and  upon  the  type  of  admin- 
istration they  give  the  Government;  but,  as  relates  to  their  position 
about  communism,  they  do  have  the  overwhelming  support  of  the 
Greek  people,  and  they  are  all  working  to  eliminate  communism. 

progress  being  MADE  IN  GREECE 

Mr.  Cannon.  Of  course,  our  real  weapon  against  communism  is 
the  reestablishment  of  industries  in  these  countries,  the  development 
of  self-support,  self-maintenance,  economic  independence,  and  the 
restoration  of  a  prosperous  economy  throughout  the  country,  so  that 
every  family  will  have  food,  shelter,  and  clothing.  Are  we  making 
any  progress  in  that  respect? 

Mr.  Griswold.  The  Greeks  have  clothing;  they  have  food;  and 
all  except  a  small  percentage  have  shelter.  There  is  a  group  of 
refugees  where  the  housing  situation  is  quite  bad,  peoi)le  that  liave 
been  forced  out  of  their  villages  by  guerrilla  action,  and  the  housing 
situation  is  not  good.  If  they  could  return  to  their  home  villages,  the 
housing  situation  would  not  be  especially  bad.  It  would  not  be  what 
you  would  like  to  live  in,  but  it  is  what  they  have  lived  in  for 
centuries. 

Mr.  Cannon.  You  think  it  is  improving? 

Mr.  Grisvn'Old.  Yes.  I  do  not  think  that  the  food  situation  is  ])ar- 
ticularly  improving.  They  su-e  on  a  rather  low  standard  of  diet,  but 
the  assurance  that  that  can  be  maintained  if  the  ECA  appropriation 
is  made  will  let  them  continue  to  hold  the  line. 

I  do  not  believe  material  increases  in  the  average  diet  es-sential. 
They  are,  in  general,  doing  all  right.  Their  standard  of  life  would 
not  be  satisfactory  in  the  United  States,  but  I  think  on  the  whole  it  is 
all  we  can  afford  to  do  in  Greece.  I  do  not  believe  I  would  want  to 
say  the  food  situation  is  going  to  improve,  but  I  say  we  can  just  about 
hold  the  line  where  it  is  now. 
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COOPERATION  OF  THE  GREEKS 


Mr.  Cannon.  Of  course,  what  we  are  interested  in  here  is  whether 
they  will  cooiDerate  over  there  or  whether  they  will  just  sit  down  and 
wait  to  be  taken  care  of.  Are  they  willing  to  work;  are  they  willing 
to  get  out  and  reestablish  industry  and  rehabilitate  their  industrial 
and  agricultural  operations  ?  Can  we  expect  them  to  go  up  against 
the  collar? 

Mr.  Griswold.  Agriculture  is  going  a  very  good  job.  The  peasants 
in  Greece  are  like  the  peasants  all  over  the  world;  they  are  just  the 
best  of  humanity;  they  are  common,  simple,  honest,  and  also  intelli- 
gent people. 

Mr.  Cannon.  You  say  they  are  common,  simple,  and  honest? 

Mr.  GriswOld.  They  are  simple,  hard-working,  intelligent  people. 

On  the  other  hand,  you  asked  about  agriculture  and  industry. 
Agriculture  is  more  decentralized  and  depends  upon  each  man,  and 
agriculture  in  Greece  has  done  a  magnificent  job  of  planting  the  crops, 
and  they  work  hard  to  take  care  of  what  little  they  have. 

I  would  not  be  too  critical  of  industry.  The  industrialists  are 
perhaps  not  doing  everything  they  could  do,  but  it  is  understandable, 
because  they  are  not  too  sure  of  the  future  of  Greece.  The  indus- 
trialist has  had  very  little  incentive  to  really  develop  industry. 

Now,  you  can  say  that  critically,  but  if  you  were  in  that  position  I 
think  you  would  do  exactly  the  same.  That  is  one  of  the  basic  troubles. 
There  is  no  sense  of  security,  and  no  feeling  "That  if  I  make  an  invest- 
ment I  am  going  to  be  here  a  year  from  now  to  take  a  little  profit." 

It  is  a  free  private  industrial  country.  And  I  think  that  their  view- 
point is  understandable.  I  feel  somewhat  critical  of  it.  I  think  may- 
be they  should  do  more,  but  still  if  I  were  there  I  no  doubt  would  do 
about  the  same  thing. 

Mr.  Cannon.  Under  those  circumstances,  if  we  were  not  cooperating 
with  this  program,  under  the  conditions  j^ou  report,  it  would  be  merely 
a  matter  of  time  until  they  would  be  out  ? 

Mr.  Griswold.  They  would  have  been  out  of  the  country  before  now. 

Mr.  Cannon.  Then  the  most  immediate  and  effective  thing  that  we 
can  do  to  resolve  this  uncertainty  into  certainty  is  by  supplying  this 
money  and  by  coo])erating  in  this  recovery  program? 

Mr.  Griswold.  Yes.  And  there  is  a  growing  confidence  on  the  part 
of  these  people. 

Mr.  Cannon.  Throughout  western  Europe? 

Mr.  Griswold.  Well  I  cannot  speak  of  France  and  the  other  coun- 
tries. The  Italian  election  created  a  better  psychology  in  Greece.  The 
watch  those  things. 

Mr.  Cannon.  The  quicker  we  get  confidence  restored  the  sooner  they 
will  be  ready  to  go  ahead. 

Mr.  Griswold.  Yes. 

QUESTION  AS  TO  COMMUNISTS  IN  GREEK  AID  ORGANIZATION 

Mr.  Cannon.  There  base  been  some  rumor  that  there  are  Commu- 
nists in  the  State  Department,  and  possibly  in  the  War  Department; 
that  some  of  our  representatives  of  the  Government  over  there  were 
Communists.     Do  you  find  anything  of  that  sort  over  there,  Governor 
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Griswoltl  ^  Is  (liere  any  support  of  cominuiiism  on  tlie  part  of  any  of 
our  American  officials  in  the  State  Department  or  War  Department 
in  Greece  or  in  j'onr  organization^ 

Mr.  GiusAvoLD.  No. 

Mr.  Caxxon.  No  evidence  of  it  whatever  ? 

Mr.  Grisavold.  No. 

j\Ir.  Canxon".  You  think  every  American  representative  of  this 
Government  is  loyal  ? 

Mr.  Griswold.  Of  course,  every  civilian  was  screened  by  the  Federal 
Bureau  of  Investigation  on  that  basis;  tliat  is  in  the  law.  properly  so, 
and  at  least  we  have  reason  to  believe  that  their  own  past  record  has 
been  gone  into,  and  I  have  no  reason  whatever  to  be  suspicious  of  any 
civilian  empk\yee  being  Conununist. 

Now  as  to  the  Army  grouji :  They  were  not  screened.  The  Army 
]ieople  tilled  some  of  these  jobs,  but  I  liave  had  no  suspicion  that  any- 
body there  has  anv  Communist  belief. 

Mr.  Caxxox.  Governor  Griswold.  I  realize  that  30U  have  taken 
over  this  work  at  a  sacrifice  and  you  are  staying  over  there  at  a  personal 
sacrifice,  and  I  trust  it  is  not  amiss  if  I  say  that  T  think  we  all  have 
confidence  in  the  work  that  you  have  begun  so  ably  and  which  you 
have  handled  so  satisfactory. 

Mr.  Griswold.  Thank  you. 

ADMINISTRATIOX^    OF   UXRRA    IX   GREECE 

The  CiiAiRMAX'.  I  would  like  to  ask  you  one  question  generally,  and 
that  is  if  the  business  of  UNRRA  in  Greece  was  not  being  managed 
honestly  and  efficiently  then  the  United  States  Government  certainly 
could  have  headed  off  further  shipments  from  here  until  it  was 
straightened  out.  could  it  not  ? 

Mr.  Griswold.  I  do  not  know. 

Mr,  Cax'xox'^.  I  do  not  see  how  it  could  under  the  conditions,  Mr. 
Chairman. 

The  CiiAiRMAx'.  We  had  the  power  to  do  so.  That  is  the  reason  we 
could  have  done  so. 

Mr.  Caxx-^on.  The  United  States  was  contributing  to  an  organ- 
ization a  certain  amount  and  agreed  to  contribute  a  certain  amount 
of  money. 

The  CiLviRMAX"^.  But  we  did  not  contribute  all  of  it  in  one  block; 
we  could  have  held  back  if  there  was  reason — and  held  up  the  cori- 
tributions  until  and  as  long  as  the  thing  was  not  being  properly  man- 
aged. This  was  a  case  where  there  was  gross  negligence  on  the  part 
of  the  State  Department  in  not  holding  it  back. 

Mr.  Cax'x^ox.  The  evidence  does  not  show  it. 

The  Chaiemax.  It  does,  clearly. 

Mr.  Caxxox.  It  was  an  international  matter  in  which  we  had 
entered  into  a  solemn  treaty.  AVere  you  at  tiie  "While  House  the 
day  we  signed  that  treatj'? 

The  Chairmax^.  No. 

Mr.  Caxxox.  Under  which  the  T'nited  States  was  obligated. 

The  CiiAiRi\rAX.  It  wasn't  a  treaty. 

Mr.  Caxxox.  We  had  entered  into  a  treaty  binding  this  country 
with  other  nations  anil  countries  and   we  were  oblii^-ated  t.o  carrv  it 
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out.  And,  tliey  had  no  control  over  this  money;  they  had  no  control 
over  the  operations  of  UNRRA  except  with  some  60  or  70  .otlier 
countries. 

The  Chairman.  After  we  went  into  this  they  began  to  exercise 
some  control,  and  they  were  exercising  a  great  deal  more  at  the  end 
than  they  were  at  the  beginning,  and  they  did  not  turn  things  over 
quite  so  freely  and  quite  so  carelessly,  and  they  (.ould  have  clone  it 
right  at  the  start  had  they  been  of  a  mind  to. 

Mr.  Caxnox.  That  was  incidental  on  the  part  of  those  who  exer- 
cised the  ways  and  means  of 

The  Chairman.  But  they  did  it  because  they  operated  so  carelessly. 

Mr.  ExGEL.  Mr.  Chairman. 

The  Chairman.  That  is  a  matter  of  opinion. 

Mr.  Engel.  I  take  the  position  that  when  UNRRA  diverted  funds 
fraudulently  to  a  purpose  to  which  those  funds  were  not  intended — 
and  I  believe  we  had  the  right  and  privilege  to  say  to  them  until 
you  straighten  that  out.  we  are  going  to  stop  giving  to  you,  and  it 
is  merely  a  matter  of  doing  what  was  intended. 

Suppose,  for  instance,  not  a  dollar  of  funds  had  gotten  to  (xreece; 
suppose  they  had,  UNRRA  had  diverted  goods  to  some  other  purpose, 
you  do  not  mean  we  could  not  have  done  anything  about  that  ?  Of 
course,  we  could  have;  we  could  have  stopped  giving;  I  think  there 
is  no  question  about  our  responsibility,  the  responsibility  of  the  Gov- 
ernment, to  see  to  it  that  the  funds  contributed  were  used  for  the 
puri)ose  for  which  they  were  contributed.  We  contributed  about  73 
percent  of  the  total  funds.  I  cann.ot  agree  with  j'ou  on  that,  3.1r. 
Cannon. 

Mr.  Cannon.  It  is  easy  to  saj^  that  looking  back  at  this  time. 

The  Chairman.  They  knew  it  at  the  time :  if  the  right  steps  had  been 
laken  at  the  time  it  would  have  been  done  before  it  was  started. 

Ml'.  Engel.  Let  us  take  a  hypothetical  case,  carrying  this  to  the  ;ith 
degree,  and  let  us  assume — and  I  assume  that  there  is  no  question  about 
the  fact  that  there  was  a  part  of  the  funds  diverted  to  purposes  for 
which  the  monej^  was  not  appropriated — but  let  us  assume  for  argu- 
ment's sake,  to  cary  this  to  an  extreme  degree,  that  some  UNRRA 
officials — which  of  course  they  were  not — were  communistically  in- 
clined, and  that  they  were  not  American,  and  that  they  had  diverted 
this  money  to  Russia  instead  of  it  going  to  Greece.  You  would  not 
say  that  we  could  not  stop  that,  and  say  we  will  not  give  any  more 
mtmey  for  that.    That  is  clear.    Of  course  we  coidd  have. 

Mr.  Cannox.  There  is  no  evidence  that  it  was  diverted:  there  was 
no  evidence  they  were  diverting  funds  through  malfeasance 

Mr.  Engel  (interposing).  The  Governor  has  testified  that  there  was 

corruption  over  there 

Mr.  Cannon  (interposing).  Oh,  no;  he  said  that  he  had  reports 
that  there  was. 

Mr,  Engel.  By  American  citizens 

^Ir.  Cannon  (interposing).  While  he  has  said  there  were  reports 
there  was  diversion,  there  has  not  been  to  date  evidence  that  there 

Avas  fraud 

Mr.  Engel  (interposing) .  May  I  finish  my  statement  ? 
Mr.  Cannon.  Yes. 

Mr.  Engel.  Did  not  the  Governor  testify  that  there  was  no  doubt 
that 
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Mr.  Cannox.  Xo. 

Mr.  Excel.  Let  me  finish;  yon  can  liave  tlie  ojiportunity  t(t  make  a 
statement.  Tlie  Governor  testified  that  there  was  no  tlouht  on  the  part 
of  the  American  citizens,  as  to  the  Greek  situation,  that  there  was  a 
diversion  of  these  funds — to  whatever  degree  tlie  funds  were  not  used 
for  the  purpose  for  which  they  were  intended  which  was  to  o;et  the 
goods  into  the  places  where  they  were  intended  to  go.  There  is  no 
(juestion  in  my  mind  that  we  coukl  have  stopped  it. 

Now  carrying  it  to  the  /(th  degree  again,  suppose  some  of  the 
goods  were  not  going  where  they  were  intended  to  go,  or  that  some  of 
the  funds  had  been  used  for  })urposes  for  which  they  were  not  intended. 
I  say  that  America,  who  paicl  73  percent,  as  I  recall,  of  the  total 
funds  would  have  had  the  right  to  step  in.  Suppose  they  were  going 
to  Comnuniists.  We  had  the  right  to  step  in.  You  would  not  say  we 
were  helpless  to  do  anything  about  that. 

I  think  we  are  going  to  have  to  expect  some  degree  of  corruption ; 
but  it  is  a  question  of  degree.  We  cannot  control  that :  we  may  expect 
to  have  some,  when  j^ou  have  an  unstable  condition  in  certain  coun- 
tries; you  can  expect  to  have  a  certain  degree  of  corruption,  but  I  do 
not  agree  you  cannot  do  anything  about  it  when  we  contributed  73 
percent. 

Mr.  Caxnox.  Let  me  say  that  I  have  no  desire  to  defend  the 
UNKKA;  that  I  think  it  was  inefficient  and  poorly  administered,  but 
that  there  has  been  no  evidence  here  that  there  was  "undoubtedly" — 
that  word  was  never  used — that  theie  was  undoubtedly  corruption? 

AVe  have  reason  to  believe  and  I  believe  there  was ;  I  am  convinced 
of  that,  however,  as  I  say,  there  is  no  definite  evidence ;  the  evidence 
was  not  such  that  Ave  could  immediately  go  in  as  the  Ignited  States 
Government,  as  such,  and  make  any  drastic  demands. 

The  CiiAiRMAX.  That  is  a  matter  where  you  and  I  disagree. 

Mr.  Caxnon.  It  is  a  matter  of  opinion. 

The  Chairmax.  And  it  is  a  matter  of  record  that  they 

Mr.  Caxxox  (interposing).  And  it  is  a  matter  of  treaty 

The  Chairmax.  Oh,  no. 

Mr.  C.KXNOx.  lender  which  we  were  operating. 

The  Chairmax.  And  a  matter  of  reading  your  imaginations  into  it. 

Mr.  CAXXf)X.  AVell.  the  imaginations  are  on  the  other  side. 

The  Chairmax.  Oh.  no;  we  know  what  the  situation  was. 

^Ir.  Caxxox.  And  we  had  no  control  over  it. 

The  Chairmax.  We  had  the  right 

Mr.  Caxxox  (continuing).  Except  as  one  nation.  And  it  did  keep 
people  from  .starving,  ancl  without  the  help  of  fXRRA  they  would 
have.  Maybe  some  of  them  were  not  honest,  but  it  kept  them  from 
starving. 

The  Chairmax.  Mayl)e;  and  maybe  that  is  not  correct. 

Mr.  Caxxox.  I  am  just  giving  the  opinion  of  the  witness. 

The  Chairmax.  No;  you  are  not ;  you  are  giving  an  ojunion  of  your 
own,  because  he  did  not  sav  that;  what  he  said  was  that  unless  thev 
had 

Mr.  Caxxox  (interposing).  Let  us  see  what  he  did  say.  You  say 
I  have  said  things  he  did  not  say.  Let  us  see  from  the  record  what  lie 
did  say.     Read  the  record.  Mr.  Reporter,  of  what  he  did  say. 


588 

The  CiiAiR3iAN.  That  was  in  the  testimony  taken  down  by  the  pre- 
vious reporter,  and  we  do  not  have  it  here  unless  you  want  him  to 
come  back. 

Mr.  Canxox.  The  other  day  I  referred  to  the  testimony  about  the 
agriculture  situation  and  you  raised  a  c[uestion  about  that,  but  we  went 
back  to  the  record  where  the  agricultural  people  testified  that  but  for 
the  adoption  of  this  program  we  would  have  a  fall  in  agricultural 
prices. 

You  have  no  right  to  comment  on  my  statements  to  that  effect,  con- 
cerning what  I  said,  when  I  was  quoting  the  witness  before  the  com- 
mittee, and  I  am  quoting  the  witness  before  us  in  this  instance,  and 
when  you  go  back  and  look  over  the  record  you  will  see  what  the  witness 
testified  to. 

The  CiiAiRMAx.  We  will  see. 

Mr.  Canxox.  We  should  have  a  little  courtesy  in  this  committee. 

The  Chairman.  I  think  so. 

Mr.  Caxxox.  I  never  say  things  to  you  gentlemen  of  that  character ; 
I  never  say  "your  imaginations,"  such  as  you  have  said  about  me.  I 
think  we  oug-ht  to  have  a  little  courtesv  in  this  committee. 

The  Chairmax.  Let  us  have. 

Mr.  Caxxox.  Exactly. 

The  Chairmax.  Just  let's. 

Mr.  Caxxox.  We  can  if  the  chairman  will  give  it. 

The  Chairmax.  If  the  ranking  member  will. 

]\Ir.  Stefan.  Mr.  Chairman. 

The  Chairman.  Mr.  Stefan. 

Mr.  Stefan.  Mr.  Chairman,  I  feel  that  this  argument  about 
UNRRA  has  no  place  in  this  particular  question ;  and  it  is  not  on  trial 
here. 

QUESTION  AS  TO  SUPPORT  OF  GUERRILLAS  BY  RIGHTISTS  IX  GREECE 

Governor,  I  had  to  leave  hurriedly  last  evening  because  Secretary 
Sawyer  wanted  to  discuss  the  appropriation  for  the  Department  of 
Commerce  with  the  committee,  and  I  do  not  know  whether  you  were 
asked  this  question  or  not.  But  Harpers  and  some  other  publications 
have  carried  stories  to  the  effect  that  perhaps  the  Greeks  on  the 
Rightist  side  were  giving  some  support  to  the  guerrillas  in  order  that 
we  continue  to  keep  the  pipe  lines  running.  Is  there  any  truth  in  that, 
or  is  that  just  a  rumor,  that  they  are  keeping  the  guerrillas  stirred  up 
in  order  that  the  American  relief  would  not  stop  ?  You  read  the  story, 
have  you  not,  Governor? 

Mr.  Griswold.  Yes. 

Mr.  Stefax.  Do  you  think  it  is  so  ? 

Mr.  Griswold.  No. 

Mr.  Stffax.  Can  you  tell  us  something  about  what  might  underlie 
these  stories  ? 

Mr.  Griswold.  Of  course,  when  you  try  to  pass  judgment  on  a  man's 
motives  you  ahvays  attempt  the  impossible. 

I  do  not  think  that  the  Rightists  did  anything  deliberately  to  create 
chaos  which  would  make,  or  create,  a  situation  to  keep  us  operating 
in  Greece.  I  think  some  of  the  things  they  did,  some  of  the  excesses 
of  the  Rightists  did  create  conditions  which  caused  more  people  to 
become  Communists  and  which  in  turn  created  chaos  in  the  country 
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making  it  necessary  for  us  to  take  action,  but  I  doubt  if  they  figured 
that  out  in  advance. 

We  must  remember  that  here  is  a  people  who  know  what  communism 
is.  The  people  in  Greece  went  through  several  months  of  revolution, 
so-called,  in  December  of  1944,  which  extended  over  into  1945,  that 
of  Comnmnists  coming  in,  in  great  armed  bands  not  with  the  idea 
of  taking  just  especially  Athens  but  actually  to  take  over  Greece.  You 
are  not  kidding  the  Greek  people  as  to  what  communism  means.  They 
know  that  it  means  that  jon  could  have  somebody  like — well,  I  will 
not  mention  any  names — but  certainly  they  know  there  are  those  like 
one  fellow  who  is  your  colleague  in  the  House  wdio  would  be  made 
chief  of  police;  they  know  the  police  would  be  in  his  control.  They 
know  from  past  experience  what  it  means.  In  that  revolution  I  have 
heard  it  estimated  that  some  30,000  to  60,000  people  were  killed  in 
Athens  just  by  bandits  and  guerrillas  walking  through  the  streets 
and  saying,  "Oh,  you  were  a  member  of  the  city  council" ;  or  "you  were 
a  member  of  Parliament" ;  and  blooie. 

Now,  you  are  not  ''kidding"  them  for  1  minute.  And,  if  you  saw 
your  brother  killed  in  cold  blood  you  would  be  a  little  inclined  your- 
self perhaps  to  create  a  few  excesses  if  you  had  a  chance.  You  have 
got  to  approach  the  situation,  I  think,  with  a  little  human  sympathy 
toward  it,  because  if  you  saw  your  wife  killed  right  in  front  of  your 
eyes,  or  if  you  saw  your  son  have  his  tongue  torn  out  of  his  mouth, 
and  things  like  that— that  is  what  they  saw.  So  we  are  not  "kidding" 
them  as  to  what  communism  means ;  that  is  why  some  of  them  are  very 
bitter  and  antagonistic,  and  if  we  perhaps  feel  that  they  do  go  to 
excess,  that  is  the  reason. 

Mr.  Stefan.  Governor,  I  would  like  to  have  a  more  practical 
answer  to  it. 

Mr.  Griswold.  I  do  not  think  they  deliberately  plan  to  create  chaos 
or  to  assist  the  Communists  just  to  build  up  their  force,  in  order  to 
have  a  relief  program  in  Greece.    I  do  not  believe  they  planned  it. 

Mr.  Stefan.  In  the  two  operations  the  military  have  eliminated 
about  4,000  guerrillas. 

]\Ir.  Grisw^old.  About  that. 

Mr.  Stefan.  Suppose  they  eliminate  some  more  guerrillas,  is  it 
possible  that  we  perhaps  would  not  have  the  job  of  supplying  more 
money  and  a  lot  of  help  in  the  pipe  lines,  or  is  it  possible  that  there 
still  might  be  some  groups  that  would  continue  a  program  that  would 
mean  a  continued  burden  on  the  American  taxpaj^er? 

Mr.  Griswold.  No. 

Mr.  Stefan.  That  is  the  purpose  I  had  in  mind  in  asking  that, 
question. 

Mr.  Griswold.  I  do  not  tliiidv  so. 

]Mr.  Stefan.  You  do  not  think  so  ? 

ISIr.  Griswt)LD.  No. 

DISPOSITION  of  UNRRA  MATERIALS 

Mr.  Stefan.  You  had  nothing  to  do  with  UNREA? 
Mr.  Griswold.  No. 

Mr.  Stefan.  Not  anything.  You  have  only  been  over  there  about 
10  months? 

Mr.  Griswold.  That  is  right. 
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Mr.  Stefan.  And  when  you  g:ot  over  there  it  wus  you  who  discov- 
ered these  stocks  of  materials  in  the  various  warehouses  and  the  vari- 
ous dumps? 

Mr.  Griswold.  Yes. 

Mr.  Stefan.  Wliich  you  thoujrht  should  be  put  to  some  use,  and 
because  of  the  inefficiency  of  UNREA.  you  cleaned  these  dumps  out 
and  put  to  use  a  lot  of  those  materials,  and  you  found  that  there  were 
some  materials  that  3^ou  did  not  have  any  use  for  in  Greece,  and  you 
endeavored  to  get  them  out  to  some  other  place  in  order  to  have  some 
use  made  of  them. 

Mr.  Griswoed.  There  is  very  little  of  that. 

Mr.  Stefan.  And  in  these  10  months  of  time  you  have  already 
cleaned  that  situation  up.  You  are  the  one  that  discovered  it,  and 
the  public  knows  about  it  because  you  discovered  it  yourself  i 

Mr.  Griswold.  Yes. 

Mr.  Stefan.  And  you  are  to  be  commended  for  the  efforts  you  took 
in  correcting  it. 

Mr.  Griswold.  I  want  to  say  that  I  had  the  help  of  a  lot  of  good 
Greeks  in  doing  that.  They  gave  me  the  first  list  of  items,  and  the  first 
leads. 

Mr.  Stefan.  But  you  discovered  it. 

Mr.  Griswold.  But  there  were  many  Greeks  who  were  just  as  anx- 
ious as  we  were  to  see  that  situation  cleaned  up,  and  they  cooperated 
with  me :  they  gave  us  tips,  they  gave  us  leads,  they  gave  us  sugges- 
tions, and  those  were  used. 

Mr.  Stefan.  Certainly,  but  you  cleaned  the  situation  up. 

Mr.  Griswold.  Yes. 

Mr.  Stefan.  You  had  no  control  over  the  inefficiencj^  before  you 
2fot  over  there. 

]\Ir.  Griswold.  No. 

Mr.  Stefan.  Certainly  not ;  but  you  did  something  about  it  as  soon 
as  you  got  there  and  found  out  about  it. 

Mr.  Griswold.  Yes. 

tax  situation  in  GREECE 

Mr.  Stefan.  Among  the  other  things  that  the  Americans  hei-e  have 
worried  about  has  been  the  tax  situation  in  Greece.  Is  it  not  a  fact 
that  one  of  the  first  things  you  undertook  when  you  got  there  was  to 
clean  up  that  situation? 

Mr.  Griswold.  Yes. 

Mr.  Stefan.  Income  taxes  of  some  shipowners  were  not  paid:  and 
they  were  doing  their  banking  in  other  countries. 

Mr.  Griswold.  We  had  to  use  the  prestige  of  the  Ignited  States  Gov- 
ernment to  get  them  to  pass  an  act  to  tax  the  shipowners,  but  it  was 
done  some  months  ago.  4  or  5  months  ago.  There  was  a  lot  of  opposi- 
tion to  it  but  it  was  enacted. 

But  with  reference  to  taxation,  I  would  say  tliat  most  of  the  diffi- 
cultv  we  have  had  about  taxation  has  not  been  the  ])assage  of  the  new 
tax  law  but  the  improvement  of  the  administration  of  the  old  one. 

They  have  a  problem  of  taxation:  it  is  very  easy  to  criticize  it,  but 
it  is  not  so  easy  to  solve.  The  income-tax  law  is  quite  good  but  the 
administration  is  terrible,  because  people  have  no  records. 
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For  instance,  you  rim  a  store  or  you  do  some  sort  of  business  witli 
a  man,  but  you  do  not  write  a  check.  You  do  not  pay  youi-  help  with 
checks  and  you  do  not  sell  youi-  <roods  and  receive  checks.  There  sim- 
ply are  no  checks  floating-  around  Greece  at  all. 

Consecjuently  when  you  <io  in  to  check  over  an  individual's  income 
tax  liow  in  the  world  can  you  do  it  t  It  is  virtually  impossible.  And 
the  reconl-keeping  is  ver}^  j)oor. 

You  have  read  articles  about  faults  in  our  own  income-tax  system. 
I  recall  some  article  in  the  Saturday  Evenino-  Post  to  the  ett'ect  that 
there  was  some  $8,000,000,000  of  loopholes  in  our  income-tax  system. 
AVell  you  just  cannot  make  it  perfect  in  Greece.  I  think  that  we  aro 
<^ettin^-  better  results. 

Mr.  Stki'ax.  I  want  the  record  to  show.  Mr.  Chaiinian.  that  Mr. 
Griswold  came  here  from  German}',  where  he  rendered  outstanding 
service  under  General  Clay.  I  was  asked  the  question  what  1  per- 
sonally thought  about  Mr.  Griswold.  who  had  been  the  Governor 
of  the  State  of  Nebraska.  He  has  the  admiration  of  both  the  Demo- 
ciatic  and  R.epublican  groups  in  Xebiaska  for  the  excellent  admin- 
istration of  the  business  in  that  State. 

1  told  3^ou  at  that  time  that  I  believed  that  if  he  M'ould  go  he 
would  be  the  No.  1  man  to  administer  the  program  in  Greece.  And 
ti  lind,  after  10  months'  stay,  that  he  has  carried  out  what  he  said 
he  thought  should  be  done;  and  in  spite  of  the  fact  that  there  has 
been  some  increase  in  gueii-illa  warfare,  I  believe  that  he  has 
brought  back  a  report  we  which  can  be  proud  of.  Mr.  Chairman, 
and  1  think  that  the  administration  of  Mr.  Griswold  is  something 
we  can  be  proud  of,  and  I  want  the  recoid  to  show  that. 

Ten  months"  time  is  not  a  very  long  period.  You  and  I  know 
that  we  launch  programs — I  know  in  the  period  of  14  years  that  I 
have  been  here — we  launch  programs  not  half  as  big  as  this  one 
where  it  has  taken  almost  a,  year  to  get  started. 

It  must  have  taken  several  weeks  or  months  for  you  to  get  the 
program  under  way. 

Mr.  Griswold.  I  did  not  have  much  personnel  there  for  2  months. 

Mr.  STf:FAN.  And  you  have  only  been  there  for  10  months? 

]\fr.  (iRiswoLD.  Yes. 

Mr.  Stefan.  I  think  you  have  made  the  kind  of  reports  that  not 
only  we  can  understand  but  one  tliat  shows  considerable  achievement, 
I  jiersoually  am  glad  you  could  come  before  the  committee. 

Mr.  Griswold.  Thank  you  very  much. 

jNIr.  Kerr.  ]May  I  make  one  or  two  inquiries  concerning  points  I 
have  been  thinking  about  ? 

The  CiiAiR^FAN.  Go  right  ahead.  ]\fi-.  Kerr. 

Mr.  Kerr.  Governor  Griswold.  we  have  had  much  pleasure  from 
your  appearance  before  the  committee  and  we  deeply  api)re('iate  what 
you  have  been  doing  in  Grece.  T  am  sure  you  have  the  confidence  of 
the  committee,  and  that  the  progi'am  is  being  carried  out.  which  you 
refer  to,  for  the  rehabilitation  of  the  Greek  ])eople. 

UNITED   STATES    MILITARY    PERSONNEL    IN    GREECE 

T  Avant  to  ask  you  this  question:  AVhen  you  got  to  Greece  did  we 
have  any  part  of  the  American  Arm}'  in  Greece? 

7.5408—48 — pt.  2 — —38 
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Mr.  Griswold.  There  were  15  or  20  men  who  had  been  there  for 
about  3  Aveeks,  who  preceded  me  and  who  had  physically  arrived  in 
Greece  before  I  did. 

Mr.  Kerr.  Since  you  got  there  how  many  soldiers  have  been  sent 
to  Greece  or  have  been  in  Greece  performing  some  military  duty? 

Mr.  Griswold.  I  believe  the  ninnber  over  tliere  now  is  about  200  on 
the  military  side,  and  there  are  about  100  in  the  Corps  of  Engineers, 
and  that  includes  some  civilian  employees  of  the  Army.  But,  the 
Corps  of  Engineers  has  nothing  to  do  with  military  side ;  their  work 
is  on  the  construction  side  with  the  civil  works  program,  like  our 
public- works  program  here. 

But  I  am  not  too  positive  about  those  figures.  There  are  something 
like  200,  most  of  them,  the  majority  of  them,  being  officers,  but  with 
quite  a  group  of  enlisted  men.  They  are  not  in  a  combatant  status, 
as  you  understand. 

Mr.  Kerr.  We  have  not  had  more  than  300  soldiers  over  there? 

INIr.  Griswold.  No. 

Mr.  Kerr.  I  would  like  to  hear  something  about  what  the  soldiers 
were  doing? 

Mr.  Griswold,  Yes. 

Mr.  Kerr.  As  to  the  100,  or  the  200  troops  over  there :  Are  they  do- 
ing military  service,  or  are  they  doing  things  which  pertain  to  Army 
affairs?  What  are  they  doing  or  have  been  doing  in  respect  to  train- 
ing men  to  look  after  the  welfare  of  the  country  and  to  overcome 
the  guerrillas  who  have  been  pressing  the  country? 

Mr.  Griswold.  About  50  of  the  military  personnel  are  handling 
supplies  for  the  Greek  Army.  They  are  checking  the  food ;  they  are 
putting  in  the  requisitions  for  food  to  be  brought  in  to  feed  the  Greek 
Army,  and  the  ammunition  to  be  brought  in.  About  50  are  working 
on  the  supplies  assignment. 

The  balance  are  on  an  operational  assignment,  advising  the  Greek 
Army  as  to  what  operation  they  should  conduct  or  how  to  conduct 
it,  with  a  part  of  the  operational  people  handling  the  communications 
set-up,  because  we  haA^e  a  radio  set-up  whereby  the  chief  military  man, 
who  at  the  moment  is  General  Van  Fleet,  can  talk  over  the  radio  to 
American  officers  in  different  posts.  Quite  a  few  of  those  in  that 
work  are  enlisted  personnel;  many  of  them  are  doing  clerical  work, 
keeping  records  and  handling  this  assignment. 

There  are  about  50  American  officers  who  are  assisting  the  Greek 
general  staff  to  plan  operations — a  regular  battle  plan.  We  have  an 
operational  room,  not  as  large  as  this  room,  but  perhaps  about  half 
as  large,  with  a  battle  map,  of  the  type  you  saw  during  the  war,  which 
shows  the  location  of  the  bandit  groups,  and  shows  the  location  of  the 
Greek  Army,  and  as  they  move  forward  they  look  at  it,  and  they  assist 
the  Greeks  in  planning  their  operations. 

Then  there  is  a  central  headquarters  where  they  assist  the  Greek 
general  staff  in  their  planning.  And  with  the  division  headquarters 
or  Greek  division  headquarters,  there  will  be  two  or  three  American 
officers  to  assist  the  division  commander  in  planning  his  operations. 
And  one  of  them  may  go  down  with  a  Greek  regiment  that  is  given 
a  combat  assignment;  they  go  with  the  commander  and  get  rather  close 
to  the  battle  line. 
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None  of  them  are  armed:  none  of  them  "ive  command  to  the  Greek 
Armj^,  but  only  advise  the  Greek  commander  as  to  wliat  command  he 
should  give. 

Mr.  Kerr.  They  are  largely  identified  with  the  tactical  Army  opera- 
tions. 

Mr.  Grisword.  They  are  advising  them  on  operations. 

Then,  wlien  you  come  to  teaching  and  training  the  Greek  Army, 
we  are  not  in  that  field,  but  instead,  the  British  officers  are  training  the 
Greek  Army.  The  British  have  a  military  mission  in  Greece  which 
is  responsible  for  the  training  of  the  Greek  Army.  We  work  very 
closely  with  the  British,  because  in  training  an  army  it  has  to  be  fed; 
it  has  to  have  supplies.  But  the  British  have  the  responsibility  for 
training  the  Greek  Army.  And  our  responsibility  is  in  advising  in 
operations. 

EFFECT  OF  MILITARY  TRAINING  UPON  MORALE  OF  THE  GREEKS 

]Mr.  I^RR.  What  effect  has  this  training  of  the  Greeks  by  the  Brit- 
ish and  the  American  officers  on  the  morale  of  the  Greek  people? 

]Mr.  Griswold.  Very  good,  indeed.  The  Greek  Army  was  nearly 
bankrupt,  from  the  standpoint  of  ideas  as  to  training  and  the  British 
came  in  there  about  3  years  ago  and  have  trained  the  Greek  Army 
until  it  is  a  very  good  little  army.  The  boys  are  very  good  fighters. 
The  American  officers  tell  me  that  they  believe  the  Greek  boys  are  as 
good  soldiers  as  you  can  find  anyplace. 

]Mr.  Kerr.  In  the  old  days  they  were  said  to  be  the  best  soldiers. 

Mr.  Griswold.  The}^  are  good  yet.  But  the  effect  of  the  American 
officers  serving  in  the  Greek  Army  I  think  has  been  very  beneficial. 

That  change  was  only  made  about  the  1st  of  January  and  it  was 
about  that  time  that  the  Greek  Army  began  to  do  better.  Wliile  they 
just  give  advice,  the  advice  has  been  helpfvd  because  it  has  had  a  good 
effect  upon  the  morale  of  the  Greeks.  The  American  uniform  has 
great  prestige. 

Mr.  Kerr.  There  is  one  other  question  I  want  to  ask :  AYhile  I  was 
in  Greece  a  few  days  after  VJ-day  with  a  committee,  a  representative 
of  the  State  Department,  of  course,  wanted  us  to  help  get  all  the 
information  we  could,  and  he  referred  us  to  a  Greek,  who  at  that  time 
was  head  of  the  church. 

Mr.  Griswold.  Damaskinos. 

Mr.  Kerr.  He  was  quite  an  interesting  character,  and  he  was  about 
the  only  person  in  Greece  who  could  give  us  something  from  the  po- 
litical point  of  view  as  well  as  from  the  business  point  of  view,  and 
he  could  tell  us  more  about  Greece  than  anyone  else  we  met. 

Mr.  Griswold.  He  is  an  interesting  personality. 

Mr.  Kerr.  lie  certainly  was,  and  he  liked  to  talk. 

Mr.  (trtsavold.  He  is  not  the  only  Greek  who  lilces  to  talk. 

Mr.  Kerr.  He  told  us  about  the  different  things  affecting  the  Gov- 
ernment :  he  told  us  about  the  troubles  of  the  country.  He  was  a  rather 
old  gentleman.     Is  he  still  living? 

Mr.  Griswold.  Yes;  he  is  still  the  archbishop  and  one  of  the  lead- 
ing men  in  the  country,  but  a  few  months  ago  he  suffered  a  heart 
attack  and  is  not  so  well,  not  so  active;  he  is  somewhat  restricted 
because  of  his  physical  condition. 
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Mr.  Kerr.  Of  course,  his  i-eli<rious  duties  were  great,  but  his  po- 
litical interests  were  considerable. 

Mr.  Griswold.   Oh,  yes. 

Mr.  Cannon.  May  I  ask  another  question,  Mr.  Chairman^ 

The  Chairman.  Yes,  Mr.  Cannon. 

Mr.  Cannon.  Are  the  American  officers  who  are  cooperating  with 
the  Greek  Army  in  uniform  ? 

Mr.  Griswold.  Yes. 

Mr.  Cannon.  They  do  not  carry  side  arms? 

Mr.  Griswold.  No. 

Mr.  Cannon.  To  what  extent,  if  any,  has  the  Navy  and  naval  per- 
sonnel been  able  to  cooperate? 

Mr.  Griswold.  They  work  on  about  the  same  status  as  the  Army, 
but  the  Greek  Navy  comprises  some  13,000  people,  and  this  is  not  par- 
ticularly a  Navy  war;  it  is  more  infantry,  hand-to-hand  fighting  type 
of  warfare.  But  the  Navy  watches  the  coast  lines;  their  work  is 
planned  together,  so  that  if  some  of  the  bandits  attemj^t  to  get  to  the 
coast  line  the  Navy  is  there  to  see  that  they  do  not  escape  by  boats.  The 
Navy  transports  troops.  So  they  are  really  working  together,  under  a 
unified  command;  it  is  quite  a  staff  operation. 

The  Navy  is  not  so  vital,  not  anywhere  near  as  vital  because  it  simply 
is  not  a  navy  war.  These  bandits  live  u])  in  the  mountains,  almost 
entirely  up  in  the  mountains,  and  they  do  not  get  down  near  the  coast 
line  ordinarily. 

They  do  have  some  amphibious  landing  for  botli  Army-Navy  opera- 
tions, but  that  is  rather  small. 

Mr.  Cannon.  That  is  all,  thank  you. 

PROGRESS  BEING  MADE  IN  RECONSTRUCTION  OF  GREECE 

,  Mr.  Keefe.  Mr.  Griswold.  is  real  progress  being  made  in  the  recon- 
struction program  in  Greece? 

Mr.  Griswold.  ^Ve  have  cleaned  up — not  com])letely — but  we  have 
done  a  lot  of  work  on  three  ports  in  cleaning  out  old  wrecks  of  ships 
and  hulls  which  were  sunk  by  the  Germans  when  tliey  left. 

They  have  built  piers  for  the  unloading  of  merclnindise,  piers  that 
were  destroyed  by  the  Germans  when  they  left,  and  which  furnish  a 
much  better  and  cheaper  method  of  handling  the  merchandise.  For- 
merly when  a  ship  arrived  it  was  necessary  for  any  large  ship  to  be 
unloaded  by  what  is  called  lighters;  the  ship  was  anchored  away  out 
from  the  pier  and  the  goods  were  brought  in  on  small  boats.  Now 
they  have  piers  built,  and  others  being  rapidly  brought  to  completion, 
so  that  big  ships  can  come  right  u])  to  the  pier  for  loading  and  unload- 
ing.    It  represents  a  real  saving  both  in  labor  and  in  expense. 

Mr.  Keefe.  Who  is  doing  that  work? 

Mr.  Grisw^old.  American  contractors,  under  the  supervision  of  the 
Corns  of  Engineers. 

The  Corinth  Canal,  which  was  bloAvn  up  by  the  Germans,  when  they 
left — that  was  a  tremendous  landslide.  They  just  put  in  a  mine  and 
blasted  the  whole  side  into  the  Corinth  Canal.  That  is  being  cleaned 
out  and  is  expected  to  be  opened  up  again  soon.  It  will  save  a  tre- 
mendous haul,  from  having  to  go  clear  around  the  Pelojionnesus.  If 
you  want  to  go  from  Patras  to  Athens  you  have  to  go  around  the 
Peloponnesus.     When  the  canal  is  opened,  which  should  be  a  matter 
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of  some  6  weeks,  it  will  save  a  lot  of  shippin<T  time  in  movements  from 
Trieste  and  eastern  Italy  to  Atliens  or  into  the  Dardanelles. 

We  are  building  a  lot  of  highways;  we  are  using  some  very  modern 
road-building  machinery  wdiich  we  brought  in.  After  buihling  the 
base  of  the  road  the  machinery  is  used  foi'  rolling  out  tlie  asphalt  top. 
It  is  a  completed  road,  virtually,  after  you  go  over  it  wnth  one  of  these 
luiichines.  The}'  can  comjjlete  about  a  mile  of  asplialt-to[)  road  in  a 
day. 

They  have  8  or  10  of  those  in  operation.  It  is  expected  by  Septem- 
ber or  October  that  the  road  between  Salonika  and  Athens,  the  two 
largest  cities  in  Greece,  will  be  completed.  It  has  been  cut  off  ever 
since  the  Germans  retired  in  1944. 

And,  other  roads  are  being  built. 

The  Chairman.  Are  they  being  built  on  the  scale  similar  to  what 
existed  prior  to  the  war,  or  on  an  improved  scale? 

Mr.  (iRiswoLD.  Improved  somewhat,  but  not  materially.  We  are 
not  building  roads  of  great  size.  That  question  came  up  to  me  and 
I  made  the  decision  that  we  were  not  going  to  build  great  wide  high- 
ways, that  we  were  going  to  build  good  useful  roads.  They  do  not 
have  many  automobiles.  They  use  trucks  to  some  extent,  and  we 
are  just  trying  to  build  a  good  useful  road  as  cheap  as  possible,  not 
too  wide.  They  do  not  need  a  real  wide  boulevard  like  you  have,  say, 
l)etween  Washington  and  Baltimore. 

The  Chairman.  A  great  many  of  the  people  use  horses  and  mules 
fo7-  trans))()rtation  ? 

Mr.  (inisAVoLi).  Yes.  There  are  only  something  like  1.200  private 
automobiles  in  Greece,  I  am  told.  But  the  trucks  are  a  very  essential 
])art  of  their  economy  as  the  railroads  go  into  very  feAv  areas,  and 
most  goods  are  moved  by  truck,  and  the}'  need  a  lot  of  trucks. 

REASOX   for  rait,   of   expenditures   during    194S 

Mr.  Keefe.  Now.  (jiovernor,  as  I  understand  the  situation,  yon  are 
tit  the  present  time  living  on  funds  advanced  from  EGA — $9,000,000 — 
is  that  right  ? 

]Mr.  Grisavold.  Yes. 

Mr.  Keefe.  Am  I  correct  in  the  assumption  that  the  appropriation 
that  was  made  last  year  was  assumed  to  cover  the  operations  until 
the  end  of  the  fiscal  year. 

Mr.  Griswold.  Yes. 

Mr.  Keefe.  AVhat  has  actually  hap])eued  is  you  have  spent  or  obli- 
gated the  entire  fund  wliicli  was  supposed  to  last  until  June  80,  1948, 
and  in  reality  the  deficit  has  been  taken  care  of  by  $9,000,000  allocation 
from  EGA  funds,  in  anticipation  of  this  appropriation  for  the  fiscal 
vear  1949. 

Mr.  Griswold.  It  will  be  more  than  $9,000,000.  because  the  $9,- 
000.000  is  what  has  already  been  allocated  to  (irreece,  and  it  will  be 
necessary  that  considerably  more  be  allocated  to  (Jreece  to  take  care 
of  the  country  until  June  30. 

^Ir.  Keefe.  What  has  actually  ha])pened  in  this  operation  is  that 
we  appropriated  the  money  that  was  presumably  to  be  obligated  and 
expended  for  one  year's  operation  to  take  care  of  the  situation  initil 
June  30. 
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Now,  without  going  into  the  details  of  that  operation,  it  did  not  do 
so,  did  it? 

Mr.  Griswold.  No,  sir. 

Mr.  Keefe.  The  funds  were  not  sufficient ;  therefore,  instead  of  ask- 
ing the  Congress  for  a  supplemental  appropriation,  we  now  trace 
this  through  the  EGA  operation,  and  EGA  is  given  authority  to  go 
ahead  with  $1,000,000,000,  the  funds  being  advanced  by  RFC,  or  as 
a  public  debt  transaction,  and  they  get  that  $1,000,000,000  to  operate 
under  the  over-all  ECA  program,  and  then  they  start  immediately 
making  allocations  to  you  to  provide  the  deficit  that  has  occurred 
in  the  operation  for  the  fiscal  year  1948  for  which  we  made  appro- 
priations last  year.    In  substance,  that  is  what  the  situation  is. 

Mr.  Griswold.  Yes. 

Mr.  Keefe.  With  the  further  provision  that  in  making  that  alloca- 
tion it  is  to  be  deducted  from  the  amount  given  to  EGA  for  the  opera- 
tion next  year. 

Mr.  Griswold.  Tlie  ECA  appropriation  was  for  the  period  from 
April  1  to  March  31. 

^Mr.  Keefe.  That  is  right. 

Mr.  Griswold.  And  what  occurred  in  Greece  was  that  it  was  found 
necessary,  in  my  judgment — and  I  think  my  judgment  was  right — to 
use  more  money  for  military  expenses.  I  think  the  success  of  the 
Greek  Army  today  is  due  partly  to  the  decision  that  was  made  to  trans- 
fer money  from  the  civilian  side  of  our  program  to  the  military  side. 

Now,  the  division  in  our  program  between  military  and  civilian  was 
not  definite,  and  when  you  passed  the  appropriation  you  did  not  say 
so  much  for  the  civilian  and  so  much  for  the  military.  It  Avas  up  to 
me  to  make  a  decision  as  to  what  was  what.  It  was  necessary,  from  the 
military  standpoint,  to  use  more  money  for  military  operations. 

I  made  that  decision  knowing  it  was  going  to  deplete  the  money  that 
was  available  for  the  civilian  economy  to  take  care  of  the  people  of 
Greece. 

At  the  time  the  decision  was  made  you  people  were  discussing  the 
ECA  program.  It  was  a  delicate  situation.  ECA  legislation  provided 
that  none  of  that  money  could  be  used  for  military  operations,  so  we 
set  up  our  budget  on  the  basis  that  sufficient  funds  would  be  available 
to  take  care  of  our  military  operations  until  June  30,  but  to  take  care 
of  our  civilian  operations  it  would  only  run  to  March  31,  or  some  time 
in  April. 

Actually,  on  March  31  we  were  not  completely  out  of  funds,  but  we 
were  approaching  that  point.  My  thought  was  this  :  If  ECA  were  not 
enacted  we  were  going  to  leave  Greece. 

Mr.  Keefe.  Immediately  \ 

Mr.  Griswold.  Soon.  It  did  not  make  any  difference  to  us  indi- 
vidually, or  to  the  world,  whether  we  packed  up  and  left  in  April  or 
July.  In  other  words,  there  was  nothing  to  be  gained  by  budgeting 
this  so  that  you  would  have  sufficient  funds  to  exist  until  June  30. 
You  would  liaA'e  salaries  for  American  personnel  for  a  few  months, 
but  that  meant  nothing  to  me.  But,  as  far  as  taking  care  of  the  Greek 
people  is  concerned,  if  American  aid  was  to  be  cut  off  in  June,  it  might 
just  as  well  be  cut  off  in  March,  so  we  made  the  decision  we  were  going 
to  transfer  funds  from  the  civilian  to  the  military,  try  to  get  the 
Greek  Army  out  to  do  a  good  job  of  fighting,  and  use  up  civilian  funds 
for  that  purpose. 


597 

]\lr.  Kkefe.  And  suppleinont  those  civilian  funds  by  advances  from 
ECA  Avlien,  as,  and  if  those  funds  are  made  available^ 

DISCUSSION  or  RELATION  OF  PEOGRAM  TO  ECA 

Mr.  Griswold.  That  is  right.  And  all  the  time  it  was  known,  it 
was  public  knowledge,  that  EGA  was  to  pick  up  on  April  1,  if  it  was 
enacted,  not  only  in  Greece  but  in  all  countries  in  Europe. 

Mr.  Keefe.  It  might  have  been  known,  Governor,  but  at  least  as  one 
IMember  of  Congress  I  cannot  say  that  I  was  advised  of  that. 

j\Ir.  Griswold.  That  was  the  way  the  bill  was  drafted. 

]Mr.  Keefe.  That  is  the  vraj  the  bill  was  finally  drafted;  yes;  but 
your  appropriation  was  for  a  year. 

Mr.  Griswold.  That  is  right. 

Mr.  Keefe.  And  yours  was  a  separate  appropriation,  and  at  the 
time  the  appropriation  was  made  there  was  not  a  single  witness  who 
could  say  that  it  had  any  relation  to  the  ]MarshaU  plan  or  the  ECA. 

]Mr.  Griswold.  That  is  right. 

]Mr.  Keefe.  I  tried  to  develop  that  to  see  how  it  was  going  to  inte- 
grate, and  neither  Mr.  Acheson,  yourself,  nor  Mr.  McGhee  would  state 
that  there  was  any  contemplation  of  integration  of  this  Greek-Turkey 
program  into  ECA.  That  may  have  been  because  of  the  determina- 
tion that  the  Greek-Turkish  operation  was  largely  a  military  adven- 
ture and  that  was  to  be  eliminated  from  ECA,  so  now  we  have  it 
separated  before  us  again.  We  have  the  military"  set  up  in  a  separate 
budget  which  is  before  lis  now. 

Mr.  Griswold.  Yes. 

]Mr.  Keefe.  And  ECA  handling  the  so-called  reconstruction  and 
relief  and  civilian  economy.  It  looks  to  me  as  though  we  have  been 
given  quite  a  run-around  on  this  thing.  It  looks  as  though  perhaps 
some  people  had  some  information  beforehand  that  the  Congress  did 
not  have  when  we  set  this  up,  which  has  enabled  you  to  carry  on  a 
program  over  there  not  contemplated  in  the  evidence  before  this  com- 
mittee, and  you  are  able  to  shift  funds  away  from  the  recovery  and 
reconstruction  end  of  your  program  and  to  the  military,  with  the 
knowledge  that  those  funds  Mould  be  supplemented  by  ECA  funds 
when  they  were  made  available. 

Mr.  Griswold.  If  they  were  made  available. 

Mr.  Keefe.  That  is  the  thing  that  I  tried  to  develop,  you  will 
remember.  I  have  the  testimony  before  me.  I  could  not  get  a  word 
of  help  from  anybody  at  the  time  that  Ave  made  that  appropriation. 

Now,  we  are  just  shifting  this  about.  We  have  about  the  same 
program,  have  we  not,  only  it  is  divided,  $275,000,000  for  Greece 
and  Turkey  and  $106,000,000  under  ECA. 

The  Chair^aian.  The  $9,000,000  comes  out  of  the  $100,000,000. 

Mr.  Keefe.  So  we  have  substantially  the  same  program  over  again 
for  next  year  and.  Governor,  I  Avould  like  to  have  j'our  estimate  and 
appraisal  of  the  situation.  Yon  went  o\'er  there  as  our  Commissioner 
and  worked  cooperatively  with  the  Ambassador,  and  there  is  some 
expression  given  in  the  record  as  it  appears  to  my  friend  from 
Nebraska  that  perhaps  there  would  be  some  difficulty  arise  between 
the  Ambassador  and  the  mission  that  j^ou  headed.  Did  any  such 
difficulties  arise  in  the  administration  of  your  program? 

Mr.  Griswold.  M^j  I  go  off  the  record  ? 


598 

Mr.  Keefe.  Yes. 
(Discussion  off  the  record.) 

DEPENDEXCE  OF  REHABILITATION  OF  GREECE  UPON  RECOVERY  IN  CENTRAL 

EUROPE 

Mr.  Keefe.  As  I  understand  your  statement  and  interpret  it,  the 
possibility  of  uhimate  rehabilitation  of  Greece  to  place  her  on  a  basis 
where  she  can  through  exports  acquire  sufficient  raw  materials  needed 
in  the  shape  of  food  to  sustain  her  economy  is  dependent  upon  the 
over-all  recovery  in  central  Europe,  and  especially  Germany  and 
Austria:  and,  unless  that  recovery  is  effected  so  trade  can  move  in 
that  direction  out  of  Greece,  we  are  in  there  for  an  unpredictable 
period  of  time  if  Greece  is  to  be  maintained;  is  that  right? 

Mr.  Griswold.  That  is  largely  right.  It  is  certainly  the  preferred 
solution.  I  suppose  you  might  find  other  outlets,  but  that  is  the 
natural  trade  relationship ;  it  is  the  old-time  trade  relationship ;  and 
I  think  that  central  Europe  must  be  on  its  feet  if  Greece  is  to  be 
prosperous. 

Mr.  Keefe.  The  reason  that  is  the  sensible  and  plausible  solution 
is  because  the  machine  tooling  of  the  industry  of  Greece  has  to  be 
done  largely  as  the  result  of  German  production? 

Mr.  Griswold.  Yes. 

Mr.  Keefe.  And  in  order  to  get  supply  parts  to  repair  dynamos 
and  motors,  the  industrial  capacity  of  Germany  is  needed  to  bring 
that  about. 

Mr.  Griswold.  Yes. 

Mr.  Keefe.  If  it  is  possible  to  create  above  and  beyond  the  historic 
trade  relationships  vrith  Greece  to  ti-ade  with  other  areas  that  would 
do  the  same  thing,  of  course,  that  might  be  possil)le :  but,  considering 
the  situation  as  it  is,  would  you  say  as  a  matter  of  fact  today  that  the 
economy  of  Greece  is  inevitably  interwoven  and  interlinked  with 
the  economy  of  central  Europe,  and.  unless  one  is  raised  to  the  proper 
level  so  as  to  carry  on  trade,  we  are  just  going  to  be  in  there  furnisliing 
food  for  Greece  gratis  for  an  unpredictable  period  of  the  future? 

Mr.  Griswold.  Yes. 

Mr.  Keefe.  They  cannot  raise  enough  food  to  feed  themselves  now. 

Mr.  Griswold.  No. 

Mr.  Keefe.  The  best  solution  of  it,  as  you  have  indicated,  is  to  have 
two  and  one-half  million  of  them  emigrate  out  of  Greece  and  go  to 
a  place  wliere  they  can  be  self-sufficient  and  self-sujjporting;  but, 
in  the  absence  of  that,  food  has  to  be  kept  flowing  in  there;  is  that 
not  true  ? 

Mr.  Griswold.  Yes. 

Mr.  Keefe.  And  unless  they  have  the  export  to  pay  for  it,  we  are 
the  only  ones  who  will  be  holding  the  bag  to  support  and  feed  them, 
and  there  is  no  telling  how  long  that  is  going  to  continue ;  is  that  not 
true  ? 

Mr.  Griswold.  That  is  correct.  It  depends  upon  the  recovery,  not 
just  of  Germany,  but  of  France 

Mr.  Keefe.  I  said  Europe.  I  include  France,  and  I  suppose  there 
are  some  British  machine  tools  in  there. 
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Mr.  Griswoli).  Yes ;  ami  some  Swiss  tools.  They  have  always  traded 
a  lot  with  Switzerland,  sending  them  material  and  buying  from  the 
Swiss. 

Mr.  Keefe.  Noav  we  are  face  to  face  again  with  the  attempt  to  get 
some  certainty  into  this  picture;  and.  in  the  case  of  all  tlie  \(\  par- 
ticipating; nations,  those  in  authority  are  unable  to  state  Avith  any 
degree  of  certainty  as  to  when  we  may  look  forward  to  the  recovery, 
but  they  say  they  hope  it  will  be  by  the  end  of  the  four-and-a-quarter- 
year  progi-am  under  the  ^Marshall  set-up.  It  looks  pretty  hopeless 
unless  the  European  situation  develops  favorably. 

Mr.  Griswold!  I  think  they  are  all  tied  together.  I  do  not  think  you 
can  help  the  situation  in  Italy  permanently  without  improving  the 
situation  in  Europe. 

]Mr.  Kf.efe.  You  mean  in  Greece  ? 

Mr.  GrisW'Old.  France  is  the  same ;  Greece  is  the  same ;  one  country 
cannot  come  up  and  the  others  staj^  down. 

present    SITUATIOX    IX    GREECE 

Mr.  Keefe.  "What  has  been  the  situation  of  the  people  in  Greece? 
We  had  a  rather  had  picture  painted  in  the  propaganda  days  of  the 
promotion  of  EGA  of  death  and  syphilis  and  tuberculosis  and  under- 
nourishment and  malnutrition  and  all  that  sort  of  thing.  What  is  the 
situation  over  there  today  as  compared  to  what  it  was  when  you  went 
there  ? 

Mr.  Griswold.  It  is  better.  The  distribution  of  food  is  fairer  now 
than  it  was.  UXREA  brought  in  a  lot  of  food.  I  think  there  was 
enough  food,  but  it  did  not  reach  the  people  who  needed  it.  Some 
people  would  have  plent}-,  but  others  would  not.  The  distribution  is 
better,  so  there  is  a  more  equal  distribution  of  food  than  there  was. 

There  is  no  serious  undernourishment  in  Greece.  A  doctor  might 
go  in  and  say  that  their  diet  is  not  well  balanced:  they  do  not  have 
enough  calories,  but  actually  their  diet  is  different  from  ours,  and  they 
are  getting  along  fairW  well. 

'Sii'.  Keefe.  They  have  had  the  same  situation  over  there  since  time 
immemorial.    There  is  nothing  new  about  it. 

Mr.  Griswold.  That  is  right.  They  live  on  olive  oil.  bread,  and 
wine.  I  suppose  that  an  expert  here  would  say  that  that  was  not  a 
well-balanced  diet,  but  the  facts  are  that  the  children  look  quite  well. 
Their  teeth  look  good.  I  cannot  see  anj-  particular  malnutrition  in 
Greece,  but  tliere  would  be  if  there  were  not  the  American-aid  pro- 
gram M'hich  is  helping  them  out.  The  people  of  Greece,  I  think,  are 
getting  all  the  food  today  that  we  can  afford  to  furnish  them.  They 
would  like  more;  they  could  use  more:  but  we  just  camiot  run  that 
kind  of  an  operation  to  give  them  everything  they  want. 

Mr.  Keefe.  How  long  do  you  think  Ave  can  continue  to  do  this, 
Governor?  Have  you  given  any  thought  to  that?  You  have  been 
over  there  on  the  job  and  you  have  been  the  Governor  of  a  great 
midwestern  State. 

Mr.  Griswold.  I  am  not  an  expert  on  the  economy  of  the  United 
States,  so  I  would  not  attempt  to  answer  that  question. 
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DEVELOPMENT  OF  ECONOMY  OF   GREECE   TO   A   SELF-SUSTAINING  BASTS 

Mr.  Keefe.  Do  you  see  any  hope  of  the  development  of  either  an 
industrial  or  an  agricultural  economy  in  Greece  that  will  enable  them 
to  become  self-sustaining  in  the  predictable  future? 

Mr.  Griswold.  We  will  be  doing  things  to  develop  the  agricultural 
economy.  There  has  been  constructed  some  additional  irrigation 
work.  We  have  brought  in  some  wells.  It  is  realh^  irrigation,  just 
little  individual  wells  that  irrigate  a  few  acres  of  land,  but  it  has  had 
a  tremendous  impact.    That  is  a  very  worth-while  program. 

The  development  of  agriculture  in  Greece  is  very  limited.  You 
cannot  ever  develop  agriculture  so  that  they  can  feed  their  own  people, 
in  my  judgment.  There  is  a  prospect  of  an  industrial  development 
there  that  will  permit  them  to  exi)ort  enough  goods  to  pay  for  their 
imports,  but  they  are  not  going  to  do  that  in  a  few  years. 

Mr.  Keefe.  It:  will  take  many  years  ? 

Mr.  Griswold.  They  are  an  industrially  minded  people;  they  are 
smart.  In  my  judgment,  they  are  the  smartest  people  in  Europe  and 
the  most  intelligent.  They  have  very  nimble  fingers;  they  are  good 
factory  workers.  They  may  not  be  the  most  sj^stematic  people,  but 
they  are  very  smart.  It  may  be  10  or  15  years  before  they  develop 
industry  to  the  extent  that  they  can  take  care  of  themselves.  That 
might  be  done  even  without  this  prosperous  central  Europe  that  you 
are  talking  about.  That  is  a  long-range  program.  We  are  trying 
to  develo])  plans  along  that  line  to  further  industrialize  the  country, 
especially  thinking  of  their  market  being  to  the  east  and  south,  Africa 
and  the  Middle  East,  the  Arab  countries,  Iran,  and  so  forth. 

DISCUSSION  OF  RECENT  EXECUTIONS  IN  GREECE 

Mr.  Keefe.  How  have  the  people  of  Greece  taken  to  the  publicized 
mass  executions  resulting  from  military  trials  and  courts  martial  in 
Greece  of  alleged  Communists^  I  assume  they  were  people  alleged 
to  be  traitors? 

Mr.  Griswold.  There  are  two  types  of  people  who  have  been  exe- 
cuted. Some  were  tried  in  civil  courts  for  murder  during  those  days 
of  revolution.  Most  of  those  people  have  had  more  than  one  trial. 
The  judicial  system  in  Greece  is  considered  very  good.  It  has  never 
been  criticized  by  any  of  the  newspaper  people,  or  foreign  missions 
that  have  been  in  there,  British  or  American.  I  think  that  they  re- 
ceived a  fair  trial.  I  believe  every  man  executed  as  the  result  of  those 
civil  trials  was  a  straight-out  murderer. 

Now,  they  classify  those  people  as  political  prisoners.  That  is  the 
classification  they  use.  They  say  John  Doe  is  a  political  prisoner. 
Well,  in  this  country  the  man  who  assassinated  President  McKinley 
was  a  political  prisoner.  He  did  not  kill  McKinley  because  he  was 
trying  to  rob  him ;  he  did  not  hate  him  personally ;  he  was  just  opposed 
to  McKinley.  The  same  thing  is  true  as  to  Lincoln.  That  was  a 
political  nuirder.  That  same  type  of  murder  took  place  in  Greece. 
They  had  no  authority  to  kill  anybody;  they  had  no  right  to  kill 
anybody;  they  were  not  officers  of  the  laAv;  they  simply  went  in  and 
said,  "You  have  been  in  politics  a  long  time ;  you  have  been  opposed 
to  the  wishes  of  the  people,"  and  they  took  them  out  and  shot  them. 
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So  a  ne\vs})iipeiman  comes  alono-  and  says  that  they  executed  a  lot 
of  political  prisoners.  They  actually  were  murderers  and  many  had 
prison  records  before  because  the  goon  squad  of  the  Communists  is 
generally  about  two-thirds  former  convicts  and  criminal  tyi)es  of 
people.  '  They  are  a  low  type  of  person.  They  have  exec-uted  in  the 
last  2  years  about  '200  of  those  and  they  have  several  hundred  still  in 
prison,  which  I  imagine  will  be  executed. 

They  have  delays,  they  have  retrials.  They  finally  go  up  before 
a  pardon  board.  A  certain  percent  of  the  sentences  have  been  reduced 
to  life  imprisonment.  Ultimatelj^  they  reach  the  point  where  they 
have  no  legal  remedy  and  they  go  up  for  execution. 

Mr.  Keefe.  How  do  the  Greek  people  themselves  take  all  of  this? 

-Mr.  Grisavold.  The  people  are  in  favor  of  them,  all  except  the  10  or 
15  percent  that  are  Communist  sympathizers.     The  vast  majority  of, 
the  people  are  entirely  for  the  program. 

Even  more  than  that  number  has  been  executed.  I  think  some  800 
or  1,000,  as  a  result  of  military  courts  martial,  and  those  people  are 
the  people  who  actually  fought  with  the  bandit  arni}^  and  have  been 
found  guilty  of  treason.  Most  of  the  people  they  find  guilty  they  do 
not  sentence  to  death.     Most  of  them  are  sentenced  to  prison. 

They  captured  about  lOO  up  at  Salonika  in  one  operation,  and  out 
of  the  100  that  went  on  trial  about  20  were  released  because  they  con- 
vinced the  court  that  they  had  been  forcibly  recruited  into  the  army; 
about  30  were  sentenced  to  death,  and  the  balance  were  given  prison 
.(sentences,  maybe  a  few  years ;  maybe  5  or  10.  Those  people  have  been 
found  guilty  of  treason,  and  even  American  newspapermen  who  have 
criticized  the  executions  have  not  particularly  criticized  the  execution 
of  these  people  guilty  of  treason,  who  actually  go  out  and  fight  to  upset 
their  government.  They  are  in  a  war.  If  you  condone  that  tjpe  of 
opposition  to  the  government,  you  are  just  inviting  more  people  to  go 
out  and  oppose  the  government.  Undoubtedly,  they  make  mistakes, 
but  in  general  I  think  every  man  the}^  have  executed  is  guilty  either 
of  treason  or  murder. 

There  is  a  certain  type  of  newspaperman  who  criticizes  that,  calls 
them  mass  executions,  calls  them  executions  of  leftists,  but  that  is  not 
Avhy  they  are  executed ;  they  are  executed  because  they  are  murderers, 

EFFORT  OF  GUIORRILLAS  TO  FORIM   SOVEREIGXTY 

Mr,  IvEEFE,  I  have  been  extremely  interested  in  the  political  situa- 
tion as  it  has  been  unfolding  itself  in  this  area  which  the  guerrillas 
have  taken  over,  the  area  they  have  attempted  to  proclaim  a  new 
sovereignty.    Was  that  sovereignty  given  recognition  by  Russia, 

Mr.  Griswold.  No,  sir. 

Mr.  Keefe.  Has  this  guerrilla  outfit  been  recognized  as  a  sovereignty 
by  any  country? 

Mr.  Grisw^olj).  Xo,  sir. 

]Mr.  Keefe.  They  so  attempted  to  proclaim,  did  they  not  ? 

Mr.  Grisw^old,  He  proclaimed  the  establishment  of  a  new  govern- 
ment, but  it  is  not  being  recognized  bj'  any  countr3^  It  was  expected, 
but  it  did  not  happen. 

Mr.  Keefe.  If  Russia  did  that  would  complicate  things.  The  thing 
that  was  mostly  expected  was  that  Albania  and  Bulgaria,  who  are 
not  members  of  the  United  Nations,  would  recognize  them.    I  do  not 
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know  international  law,  but  tliey  were  in  a  diffeient  category.  A 
member  of  the  United  Nations  could  hardly  do  it,  but  Bulgaria  and 
Albania,  which  are  called  satellites,  could  have  done  it,  but  they  did 
not  do  it.    Why,  no  one  knows. 

He  stands  in  the  position  of  being  a  bandit  and  a  traitor,  and  police 
methods  are  being  used  to  put  him  down,  and  he  has  no  international 
standing  as  a  sovereign  nation,  and  we  feel  tliat  we  can  furnish  the 
Greeks  with  the  assistance  necessary  to  put  down  this  traitorous  on- 
slaught on  tlie  Greek  Government,  but  if  lie  were  to  establish  a 
sovereignty  there  that  obtained  recognition  from  Russia  or  some  other 
nation,  then  a  different  situation  might  prevail. 

Mr.  Griswold.  I  do  not  understand  international  law. 

Mr.  Keefe.  Those  are  all  the  questions  that  I  have.  I  thank  you 
very  much,  Governor  Griswold. 

Tlie  Chaieman.  Are  the  crops  better  this  year  than  last  ? 

Mr.  Griswold.  Yes. 

The  Chairman.  Grain  and  all  of  that? 

Mr.  Griswold.  It  is  still  not  harvested,  but  the  prospects  are 
materially  better. 

Allocations  to  Civilian  Program 

The  Chairman.  There  was  $123,000,000  in  this  set-up  of  allocations 
to  the  Civilian  program.  Do  you  have  a  break-down  of  that  anywhere, 
so  we  could  have  it  for  the  record  at  this  point  ? 

Mr.  Griswold.  I  will  ask  some  other  witnesses  to  come  into  the  room. 

The  Chairman.  This  is  what,  just  clothing  and  food? 

Mr.  McGhee.  That  is  a  break-down  of  the  civilian  assistance  im- 
ports. 

jNIr.  Hall.  It  includes  capital  goods  and  reconstruction  projects 
shown  at  the  bottom  of  page  "l.     That  is  the  whole  civilian  program. 

Mr.  Stefan.  What  is  this,  for  what  year  is  it,  for  what  time? 

The  Chairman.  For  this  current  program,  their  current  program 
for  civilian  operations.  This  shows  $123,604,600  in  the  seconcl  column 
at  the  bottom  of  the  page,  with  $4,200,000  expenditure  for  adminis- 
tration in  the  mission. 

Now,  I  do  not  care  about  that  original,  but  I  would  like  to  have  that 
break-down  put  into  the  record,  that  is,  the  second  colunni.  There  is 
no  break-down  up  above  by  total  except  in  the  allocation  column,  is 
there  ? 

Mr.  Hall.  That  is  right. 

The  Chairman.  There  is  no  break-down  in  the  second  column  in 
detail? 

Mr.  Hall.  No,  sir. 

pltblic-health  program 

The  Chairman.  Now,  you  have  a  public-health  program  that  totals 
in  one  way  or  another  in  allocations  $1,177,000,  of  which  $1,122,000  is 
obligated,  and  you  have  ocean  transportaticm  and  accessorial  costs  with 
$5,600,000  allocated,  and  it  states  that  it  is  obligated,  although  the  obli- 
gations as  of  March  31  show  $5,007,000  for  that.  I  do  not  understand 
this,  it  says,  "Bank  of  Greece,  special  account,  AMAG." 
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Mr.  McGiiEK.  This  account  is  a  sum  of  money  on  deposit  in  New 
York  to  the  account  of  the  Bank  of  Greece  which  is  used  to  finance 
purchases  by  private  Greek  importers  from  private  United  States  ex- 
porters. Each  of  these  transactions  in  specifically  licensed  by  the 
Greek  Government,  with  the  approval  of  the  United  States  mission. 

The  Chairman.  That  covers  the  purchase  of  food  and  that  sort  of 
thino-  that  is  supposed  to  have  been  sent  over  there  ? 

Mr.  McGhee.  No,  sir;  those  purchases  have  been  made  either  by 
public  purchase  by  this  country  or  direct  purchase  by  the  Greek  Gov- 
ernment. 

The  (Chairman.  What  is  it? 

Mr.  IMcGhee.  The  items  are  miscellaneous  items  which  are  needed 
by  the  Greek  economy,  such  as  raw  materials,  or  medical  supplies 
bouglit  by  private  importers  to  be  sent  into  Greece. 

The  Chairman.  You  have  your  public-health  program  with  medi- 
cal supplies  and  that  sort  of  thing  in  it. 

Mr,  McGhee.  Those  are  purchases  made  through  the  Government; 
the  procurement  was  instituted  by  the  Government. 

The  Chairman.  But  these  are  to  cover  Greek  purchases  ? 

Mr.  ISIcGhee.  Yes,  sir;  Greek  private  purchases  through  private 
trade,  all  of  which  are  approved  by  the  mission.  That  is  for  any  essen- 
tial items  whicli  are  approved  by  the  mission. 

The  Chairman.  You  mean  we  finance  private  effort  ? 

Mv.  McGhee.  It  is  done  in  the  same  way  as  EGA  will  be  financed. 
Purchases  are  very  carefully  screened.  Each  individual  license  is 
signed  by  an  American.  If  it  is  proved  to  be  an  essential  item  our 
policy  is  to  let  the  private  importer  buy  it.  He  makes  a  direct  con- 
tact and  buys  it  from  the  American  exporter,  and  it  is  financed 
through  this  account  mentioned  here  in  New  York. 

ALLOTMENT  TO  DEPARTMENT  OF  AGRICULTURE 

The  Chairman.  You  have  an  allotment  of  $5,000,000  to  the  De})art- 
ment  of  Agriculture.  Does  that  cover  all  of  the  grain  that  goes  over 
to  these  people  ? 

Mr.  Hall.  That  represents  the  portion  of  allocations  made  to  the 
Department  of  Agriculture  that  are  not  assignable  to  specific  j)ro- 
grams.  That  is  really  a  revolving  fund.  As  requests  are  processed 
against  that  allocation  they  are  consigned  back  against  a  definite 
program. 

Mr.  McGhee.  Those  are  for  the  food  purchases  which  the  Com- 
modity Credit  Corporation  makes  for  the  program. 

REHABILITATION  OF  ROADS  AND  HARBORS 

The  Chairman.  In  that  civilian  program  my  understanding  was 
that  there  was  a  very  considerable  amount  of  rehabilitation  of  roads 
and  harbors.    Where  are  those  items  ? 

Mr.  Hall.  At  the  bottom  of  the  first  page. 

Mr.  McGhee.  Items  110  to  190. 

The  Chairman.  AMiere  is  that  ? 

Mr.  Hall.  On  the  first  page,  at  the  bottom  of  the  page. 

The  Chairman.  You  mean  the  lower  table? 

Mr.  Griswold.  The  last  paragraph. 
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The  Chairman.  The  last  paragraph  ? 

Mr.  Griswold.  Yes,  sir. 

The  Chairman.  Then  out  of  the  program  so  far  there  has  been 
an  allocation  of  $20,000,000  to  construction  work  of  one  type  or 
another,  and  obligations  of  $13,379,000. 
Mr.  McGhee.  Yes,  sir. 

The  Chairman.  I  think  you  ought  to  put  the  revised  allocations  into 
the  record,  that  column  ancl  the  items.  I  do  not  care  to  have  the  origi- 
nal program.  I  think  that  column  that  shows  the  allocations  would 
be  the  proper  column  to  put  in,  although  there  does  not  seem  to  be  a 
total  of  it  anywhere.  The  total  import  program  seems  to  be  there,  but' 
the  total  civilian  program,  including  obligations  to  March  31  does  not. 

Mr.  Hall.  That  is  at  the  bottom  of  the  other  sheet,  next  to  the  bot- 
tom line. 

The  Chairman.  That  is  $90,167,000.  Why  can  we  not  have  the 
whole  of  that  on  one  table  instead  of  having  two  tables,  on  one  table 
your  allocations  and  the  other  your  obligations  as  of  March  31  ? 

Mr.  Hall.  All  right,  sir,  we  will  sup])ly  that  for  the  record. 

The  Chairman.  Why  can  you  not  give  us  a  table  which  will  show 
that  ?     Then  we  can  get  a  little  better  picture  of  it. 

Mr.  Hall.  Yes,  sir. 

(The  matter  referred  to  is  as  follows :) 

Status  of  the  program  for  assistance  for  Greece,  as  of  Mar.  31,  1948 


Program 


Am  TO  Greece 

CIVILIAN  ASSISTANCE  IMPORT  PROGRAM 

Current  requirements  (expendables) : 

Food --- 

Other  (kitchen ware,  small  tools,  office  equipment) 

Raw  and  semifahricated  materials 

Petroleum  and  fuel . 

Agricultural  equipment  and  supplies 

Iron  and  steel 

Automotive 

Drugs  and  chemicals 

Total  current  requirements 

Capital  goods,  agricultural  rehabilitation: 

Small  processing  facilities  and  plants 

Irrigation  equipment -- 

Veterinary  equipment,  supplies,  and  services 

Research  "and  technical  facilities,  equiRpient,  supplies,  and  services 

Total  agricultural  rehabilitation 

Housing  (reconstruction) 

Total  import  program. 

Reconstruction  projects.  Army  Corps  of  Engineers  projects:  Railroads. 

Total  Corps  of  Engineers  projects.. 

Service  program.  Public  Health: 

Equipment  and  supplies 

Personnel 

Sanitation 

Nurse  education 

Undistributed  allocations  to  Federal  Security  Agency 

Total,  Public  Health 


Allocation 


$27, 725, 036. 27 

90, 050. 00 

41,524.27 

925.977.11 

3,817.384.01 

6,685,221.03 

31,777.46 

.59,711.90 


39,  376, 682. 05 


158,948.76 

2, 357, 906. 71 

12,850.00 

40, 024. 12 


2,  569,  729.  .59 
69. 450. 99 


42,015.862.63 


17.700,000.00 


17,700,000.00 


616.  703.  50 
44,  600.  00 

504,  900.  00 

9,119.40 

71,  400.  00 


1,  246,  722.  96 


Obligations 


.$27,  725, 036. 27 

46,  .500. 00 

41.524.27 

925,977.11 

3.  7.52,  776. 41 

3, 397, 450. 82 

31,777.46 

69,711.90 


35, 980,  754. 24 


116.554.80 

380, 737. 74 

10,100.00 

40. 023. 87 


547.  416.  41 
66,  702.  48 


36,  .594, 873. 13 


13. 352. 004. 31 


13,  352, 004. 31 


18, 003.  56 

13.  739.  28 

311.000.00 


342,  742.  84 
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Status  of  the  program  for  assistance  for  Greece,  as  of  Mar.  31,  1948  — ConUnnad 


Program 


Accessorial  costs,  services,  advance  of  funds,  etc.: 

Accessorial  costs  (other  than  those  included  in  commodity  costs) 

(Treasury  Department) 

Procurement  costs  (Treasury  Department)- .-. 

Ocean  transportation: 

l)ei)arMiient  of  Agriculture — 

Treasuiy  Department -- 

Total,  ocean  transportation --- 

Allocations  not  identified  with  any  one  program: 

Bank  of  Greece— special  account— AMAG -.- 

Department  of  State— AMAG 

A M A G — Petroleum  pool -- 

Total  accessorial  costs,  services,  advance  of  funds,  etc 

Total,  civilian  program 


Allocation 


Obligations 


$929,  619.  76 
305,  488. 94 


2,  OUl).  0()(J.  00 

3,  tiOU,  OOU.  00 


5,  600,  000.  00 

35,  000,  000.  00 

10,  000, 000.  00 

4,  610. 000.  00 


62,018,064.41 


122, 980,  650.  00 


$114,468.09 
77, 731. 49 


3,  600.  000.  00 
1,  407,  500.  28 


5, 007,  500.  28 

30,  0(H),  000.  00 

40,  394.  20 

4,  610.  000.  00 


39, 850, 094. 06 


90, 139,  714. 34 


OBLIGATIONS    FOR    FOOD   ITEMS 

The  Chairman.  Now,  your  total  food  items  that  have  gone  over 
there  thtit  have  been  obligated  as  of  the  31st  of  March  run  $27,000,000 ; 
is  til  at  correct? 

Mr.  Hall.  Yes,  sir ;  that  is  right. 

The  Chairman.  And  what  are  your  obligations  expected  to  be  in 
the  balance  of  the  fiscal  year  for  that  purpose? 

Mr.  McGhee.  Thev  would  total  the  revised  program;  would  they 
not? 

Mr.  Hall.  We  do  not  have  it  broken  down  by  food,  sir,  but  we  have 
the  projection  of  civilian  reconstruction. 

The  Chairman.  You  mean  they  would  total  the  revised  program? 
It  would  not  run  any  more  the  last  3  months  than  it  did  in  the  first 
9  in  proportion  ?  $69,000,000  would  be  about  what  it  would  run ;  is  not 
that  about  it  ? 

Mr.  McGiiEE.  However,  there  was  about  $39,000,000  from  the  post- 
UNRIIA  funds  which  were  spent  before  these  funds  were  provided.    . 

The  Chairman.  You  mean  there  was  $39,000,000  available  from 
130st-UNRRA  funds  which  was  spent  before  the  funds  here  were 
provided  ? 

Mr.  McGhee.  Yes,  sir. 

The  Chairman.  Then  your  total  allocation  for  food  out  of  this 
fund  probably  runs  just  about  that  same  amount;  is  that  about  right 
or  not  ? 

Mr.  Hall.  I  think  the  rate  has  been  stepping  up  slightly,  but  I 
would  expect  the  balance  ,of  the  year  it  would  run  about  the  same. 

The  Chairman.  Could  you  give  us  those  allocations  for  food? 

Mr.  Hall.  We  can  supply  that  for  the  record. 

The  Chairman.  That  ought  to  be  in  the  table  you  put  in  the  record. 

That  should  be  in  this  allocation  figure.  If  you  cannot  do  that 
just  give  it  as  an  answer  to  the  question. 

Mr.  Hall.  Yes,  sir. 

The  Chairman.  Have  you  any  idea  of  this  set-up  of  EGA?  I 
thiuk  on  that  table  tliat  is  about  all  I  care  to  ask  to  have  put  in.  and 
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I  would  like  to  have  that  allocation  figure  broken  down  so  that  it 
would  show  the  items  of  clothing,  textiles,  footwear,  food,  and  that 
sort  of  thing. 

Mr.  Hall.  Yes,  sir. 

The  Chairman.  So  that  could  be  covered. 

Mr.  Hall.  Yes,  sir.  The  allocations  are  all  for  food.  There  are 
no  allocations  for  clothing,  textiles,  or  footwear. 

POPULATION   INCREASE   IN    GREECE 

The  Chairman.  Are  there  more  people  in  Greece  now  than  there 
Avere  in  prewar  days,  or  not? 

Mr.  Griswold.  Yes. 

The  Chairman.  There  are  ? 

Mr.  Griswold.  Yes,  sir. 

The  Chairman.  They  have  drifted  in  ? 

Mr.  Griswold.  No;  I  think  the  birth  rate  is  rather  high,  and 
immigration  is  not  possible.  Very  few  have  drifted  in.  I  mean  it 
is  not  like  it  is  in  Germany  where  they  have  drifted  in. 

STATUS    OF    OBLIGATIONS 

The  Chairman.  For  instance,  I  see  ISIr.  Keefe  called  attention 
this  morning  to  the  fact  that  there  was  a  $1),000,000  allocation  out 
of  ECA.  and  we  were  told  that  as  of  April  30  there  was  still  a  non- 
obligated  balance  of  $140,000,000  in  this  set-up.  Now,  it  sounded 
kind  of  strange  to  me  that  there  would  be  a  necessity  for  that  with 
$140,000,000  of  unobligated  funds.     I  am  wondering  why  that  was. 

Mr.  McGiiEE.  I  think  we  get  into  the  technical  matter  of  what  are 
obligated  funds.  The  fact  is  that  the  funds  available  for  the  pro- 
gram are  practically  exhausted.  There  is  some  $6,000,000  available 
yet  which  is  being  held. 

Mr.  Hall.  The  Army  and  the  Navy  in  their  accounting  system  have 
about  a  2  months'  lag  between  the  actual  transfer  of  some  of  the  o-oods 
overseas  where  items  are  available,  as  we  develop  the  program  and 
allocate  funds  to  them,  and  they  encumber  them.  We  have  to  keep 
that  much  ahead  of  the  obligation  rate. 

The  same  thing  is  true,  to  a  lesser  extent,  in  the  Bureau  of  Federal 
Supply  and  the  Department  of  Agriculture,  and  the  ECA  alloca- 
tion was  necessary  in  order  to  keep  the  Bureau  of  Federal  Supply 
and  the  Department  of  Agriculture  going  ahead  with  their  pro- 
curement, as  I  understand  it,  even  though  the  allocations  had  not 
yet  been  reported  to  us  regarding  it. 

Mr.  McGhee.  All  of  the  funds  are  now  disbursed  from  the  Treas- 
ury to  the  participating  agencies.  We  have  no  funds  left  in  the 
account. 

REASON    FOR    ESTIMATED    REQUIREMENTS    FOR    GRAIN 

The  Chairman.  Now,  I  have  run  into  this:  The  ECA  indicates  a 
proposal  that  the  crops  of  grain  which  are  estimated  at  just  below 
what  they  give  as  the  prewar  level  will  give  these  people  2,121,000 
tons  of  available  supply.  Now,  the  prewar  figure,  according  to  the 
Atlas,  was  about  1,850,000  tons,  and  according  to  the  ECA  figure 
that  has  been  submitted  to  us  it  is  1,923,000. 
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Do  yon  know  of  any  reason  why  it  would  i-e([uii('  more  irrain  of  one 
kind  or  anc^ther  to  feed  these  peopk>  at  the  pi-esent  tune  than  it  did 
prewar? 

Mr.  McGiiEE.  Is  tliat  the  avaihible  snpply  from  all  sources,  the 
domestic  production  plus  the  imports'^ 

The  CiiAimiAX.  Yes. 

Mr.  McGiiEE.  Would  you  care  to  comment  on  that  figure,  Governor? 

Mr.  (iuiswoLi).  You  are  comparing  it  with  prewar,  with  19.')8.  or 
something  like  that? 

Tlie  (uAiKMAN.  Yes. 

Mr.  McGtiee.  There  is  2.1  million  compared  to  1.8  million. 

'Hie  CnAiRMAX.  The  difference  is  2()().000,  or  :U)( ),()()()  tons,  which 
would  run  approximately  7.<i()0,000  bushels. 

Mr.  McGhee.  I  would  judge  that  increase  is  not  out  of  proportion 
lo  tlie  increase  in  population. 

Mr.  Griswoi.d.  That  must  be  food,  that  is  not  just  grain. 

The  Chairman.  It  is  both  bread  grains  and  coarse  grains. 

Mr.  McGiiEi: .  Of  all  tj-pes. 

Mv.  Griswold.  Yes:  of  all  grains.  There  is  no  reason  they  should 
lun'e  more  than  prewar. 

Mr.  McGiiEE.  Except  for  the  population  increase. 

Mr.  Griswold.  There  is  a  population  increase.  Of  course,  you  are 
taking  in  this  year  purely  on  an  estimate. 

Mr.  Mc'(thee.  This  is  a  question  of  total  consumption. 

The  Chairman.  The  total  procUiction  you  were  talking  about  there. 

Mr.  Griswold.  Yes. 

Mr.  McGjtee.  I  would  say  that  that  difference  could  easily  be  ex- 
])lained  by  the  increase  in  ])oi)nlati()n  in  a  10-year  period. 

FATS    and    oils 

The  Chairman.  These  people  do  not  need  to  import  fats  and  oils, 
do  they  ? 

Mr.  Griswold.  No. 

The  Chairman.  They  do  not  need  to  import  them  for  food  ? 

Mr.  Griswold.  Xo  ;  they  raise  more  than  they  need. 

The  Chairman.  They  export  and  really  ought  to  take  care  of 
themselves  on  that. 

Mr.  Griswold.  On  fats  and  oils. 

Mr.  McGhke.  If  there  is  a  market  for  the  olive  oil.  which,  of  course, 
is  there  exjiort  oil,  they  could  ex))ort  that  and  in  turn  iuipoil  cheaper 
oil,  with  a  net  dollar  saving. 

Mr.  Griswold.  It  has  ))lenty  of  oil.  It  is  the  cei'eals  that  (hey  are 
short  of  and  meat. 

sugar 

The  Chairman.  Do  they  need  to  im]ioi't  a  large  quantity  of  sugar? 
^fr.  Griswold.  They  raise  none  at  all. 
The  Chairman.  They  raise  none? 

Mr.  (iRiswoLD.  Virtually  none.  They  get  a  lot  of  sugar  out  of 
fruit,  but  it  is  not  a  commercial  product. 

7.5408— 4S~Pait  2 .39 
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DAIRY   PRODUCTS 


The  CiiAiRMAX.  Do  tliey  need  to  import  a  lot  of  dairy  items? 

Mr.  Griswoi.d.  Dairy  foods  i 

The  Chairman'.  Dairy  products. 

Mr.  Griswold.  I  do  not  think  so.  They  have  brought  in  some  dried 
milk.    They  have  brought  that  in  ;  that  has  been  imported. 

The  Chairman.  Do  they  need  to  do  that  'i 

Mr.  Griswold.  Well,  we  have  cut  it  down  a  lot.  I  do  not  think 
they  need  as  much  as  they  have. 

Mr.  McGiiEE.  There  is  an  insufficiency  of  milk  for  feeding  the  school 
children  and  babies. 

The  Chairman.  Does  dried  milk  take  care  of  that? 

Mr.  Griswold.  Yes.  it  takes  care  of  it. 

The  Chairman.  Does  it? 

Mr.  Griswold.  They  have  a  product  now  that  is  very  good. 

The  Chairman.  There  seems  to  be  set  up  a  considerable  quantity 
of  canned  milk  too.     Do  they  need  that  ? 

Mr.  Griswold.  1  think  the  dried  milk  is  much  more  efficient.  I 
am  not  sure  about  the  use  of  it.  I  think  condensed  milk  does  some 
things  that  dried  milk  will  not  do.  Is  it  not  mostly  dried  milk,  or  does 
it  show  there? 

The  Chairman.  Well,  it  is  about  three  of  dried  milk  to  one  of 
canned  milk. 

Mr.  Griswold.  That  is  in  pounds? 

The  Chairman.  In  tonnage. 

Mr.  (triswold.  You  see.  a  pound  of  dried  milk  makes  much  more 
milk  than  a  pound  of  condensed  milk. 

The  Chairman.  Then  it  is  more  in  proportion? 

Mr.  Griswold.  Yes. 

Mr.  Stefan.  This  is  in  tons  here. 

Mr.  Griswold.  A  ton  of  dried  milk  has  much  more  food  in  it  than  a 
ton  of  condensed  milk. 

Mr.  Stefan.  There  is  more  dried  milk,  about  30.000  tons  compared 
to  11.3  thousand  tons  of  canned  milk. 

Mr.  McGhee.  I  judge  this  relative  amount  is  somewhat  dependent 
on  the  supply  of  these  various  types  of  milk. 

fertilizer 

The  Chairman.  Do  they  need  to  impoit  much  fertilizer? 

Mr.  Griswold.  They  need  to  import  certain  parts  of  the  fertilizer. 
They  get  from  Greece  some  of  the  things  that  go  into  the  fertilizer, 
but  they  have  to  import  one  part  of  it. 

Mr.  McGhee.  Phosphate  has  to  be  imiwrted. 

Mr.  (triswold.  Yes.  phosphate  has  to  be  imported,  but  other  elements 
of  the  fertilizer  they  clo  not  need  to  import.  The  fertilizer  industry 
is  quite  a  large  industry  there,  so  they  do  make  their  own  fertilizer, 
but  they  neerl  to  import  some  of  the  elements. 

Mr.  Stefan.  Nitrogen  and  phos])hates. 

Mr.  Griswold.  That  is  right,  the  basic  nitrogens  and  phosphates 
have  to  be  imported. 
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COAL 


The  Chairman.  Do  they  need  to  import  much  coal  ? 

Mr.  Griswold.  All  they  use. 

The  Chairman.  They  do  ? 

Mr.  Griswold.  Yes,  sir ;  and  all  the  oil  they  use. 

The  Chairman.  They  do  not  produce  any  ? 

Mr.  Griswold.  No,  sir. 

LIGNITE 

The  Chairman.  The  ECA  has  it  set  up  that  they  are  going  to  pro- 
duce a  considerable  quantity  of  coal. 

Mr.  Griswold.  They  have  some  lignite  coal  there,  but  it  is  not  a 
major  item  in  their  economy. 

The  Chairman.  Petroleum  is  entirely  an  import  item? 

]Mr.  Griswold.  That  is  right. 

The  Chairman.  Do  they  need  to  have,  outside  of  what  the  military 
supplies,  a  very  large  amount  of  petroleum  products  above  the  prewar 
picture  ? 

Mr.  Griswold.  The  railroads  are  in  very  bad  condition,  and  I  think 
a  much  larger  part  of  the  tonnage  is  carried  b}'  truck  than  it  was 
prewar,  which  would  mean  more  petroleum,  but  probably  less  coal. 
I  do  not  know  how  it  runs  in  dollars  ultimately,  but  the  railroads 
are  not  carrying  the  freight  that  they  did.  The  railroad  between 
Athens  and  Salonika  is  not  operating  and  will  not  be  operating  this 
year. 

timber 

The  Chairman.  Do  they  need  to  import  a  good  deal  of  timber,  or 
is  that  something  they  can  get  on  their  own  hook? 

Mr.  Griswold.  No,  sir ;  they  have  to  import  it. 

Mr.  McGiiEE.  They  were  sj^stematically  exploited  during  the  war 
for  timber  by  the  Germans. 

Mr.  Griswold.  The  Germans  brought  in  no  coal,  and  they  cut  down 
the  trees  and  burned  them.  There  are  mountains  entirely  bare  of 
trees  that  were  well  covered  with  them  10  years  ago. 

finished   STEEL 

The  Chairman.  Do  they  need  to  have  a  lot  of  finished  steel  in  there? 
What  do  they  use  it  for? 

Mr.  Griswold.  By  finished  steel,  you  mean  the  parts  already  made 
up? 

The  Chairman.  No;  finished  steel. 

Mr.  Griswold.  That  goes  into  industry. 

The  Chairman.  Do  thev  have  an  industry  that  uses  that  finished 
steel? 

Mr.  Griswold.  It  is  rather  small,  but  it  is  important  in  Greece. 
They  make  plows  and  they  make  a  lot  of  things.  They  have  a  steel 
industry  there. 
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Mr.  McGehee.  We  have  been  able  to  cut  off  a  lot  of  things  from 
the  supply  program  which  it  has  been  discovered  the  Greeks  could 
make  if  they  get  this  steel. 

TRUCKS 

The  ChairjNIan.  What  about  trucks  ? 

Mr.  Griswold.  They  do  not  make  any  trucks. 

The  Chairman.  They  are  all  imported? 

Mr.  Griswold.  Yes ;  they  are  all  imported. 

The  Chairman.  Do  they  need  a  lot  of  them,  are  they  awfully  short 
of  them  ? 

Mr.  Griswold.  I  cannot  answer  that.  I  think  we  are  importing  a 
large  number  of  busses,  or  we  want  to.  It  has  been  kind  of  held  up. 
Was  it  not  1,000  or  1,500  busses  that  we  need  for  transportation  ?  The 
truck  situation  depends  on  the  military  situation.  They  undoubtedly 
need  trucks  because  the  roads  are  bad,  and  they  are  pretty  hard  on 
trucks. 

W^OOL  YARN 

The  ChairjVian.  The  wool  yarn  situation  you  talked  to  us  about, 
did  you  not  ? 

Mr,  Griswold.  Yes,  sir ;  they  raise  quite  a  lot  of  wool  there,  but  not 
enough  for  what  they  neecl. 

The  Chairman.  But  you  would  feel  that  they  could  take  the  raw 
wool  and  do  it  up  themselves  rather  than  import  the  cloth  ? 

Mr.  Griswold.  Yes,  sir.  That  is  on  the  Army  uniforms  which  were 
referred  to. 

COTTON 

The  Chairman.  And  they  could  do  the  same  thing  with  cotton,  could 
they  ? 

Mr.  Griswold.  Yes,  sir. 

FISH 

The  Chairman.  Why  would  they  need  to  import  fish?  Can  they 
not  go  out  and  catch  them  themselves  ? 

Mr.  Griswold.  That  is  one  of  the  things  that  amazed  me  most  when 
I  reached  Greece.  With  water  all  around  the  country  it  is  unbeliev- 
able that  they  do  not  catch  enough  fish  with  which  to  supply  their 
own  needs,  but  the  facts  are  that  they  do  not  do  it,  and  they  never 
have  done  it.  The  water  around  Greece  is  not  particularly  produc- 
tive, and  then  they  are  very  short  of  fishing  boats  which  we  are  trying 
to  furnish  to  them. 

The  Chairman.  They  were  not  using  what  they  had  when  I  was 
over  there. 

Mr.  Grisavold.  No,  sir ;  but  those  ai'e  in  use  now.  That  was  a  matter 
of  10  or  a  dozen  boats  even  then,  but  the  water  around  there  is  not 
very  productive  of  fish.  I  do  not  know  why.  Seemingly  there  was 
a  survey  made,  not  a  Government  survey,  but  a  private  group  made 
a  survey  of  the  bottom  or  floor  of  the  ocean  there,  and  I  think,  really, 
that  there  is  so  much  rock,  at  the  bottom  of  the  Aegean,  and  perhaps, 
of  the  Adriatic  too  that  it  just  does  not  raise  the  food.  It  is  too  rocky 
and,  seeminglv,  there  is  not  the  food  for  the  fish  in  that  area  of  the 
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Mediterranean ;  tliat  is,  the  supply  does  not  compare  with  the  supply 
in  other  ai-eas.  I  was  amazed  when  I  got  there.  I  thouojht  you  would 
just  have  fish  thrown  at  you  in  every  direction,  and  that  they  would 
be  very  cheap,  but  it  just  is  not  true. 

The  Chairman.  Mr.  Stefan,  do  you  have  any  questions  ? 

Mr.  Stefan.  No,  ^h\  Chairman. 

The  Chairman.  Judge  Kerr  ^ 

Mr.  Kerr.  I  have  no  questions,  Mr.  Chairman. 

Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Stefan.  I  would  like  to  have  the  record  show,  Judge  Kerr, 
that  since  you  and  I  liave  been  on  the  committee  together  over  a  period 
of  14  years  I  have  learned  more  about  the  nutritious  value  of  peanuts 
and  the  value  of  peanuts  as  a  food  from  you  than  frcmi  any  other 
individual  I  have  ever  had  the  honor  of  being  acquainted  with,  and 
I  for  one  want  to  thank  you  for  the  things  you  have  told  me  about 
peanuts  and  their  value  as  far  as  food  for  human  and  animal  consump- 
tion is  concerned. 

Mr.  Kerr.  Compared  to  the  great  many  things  that  you  have  helped 
me  with  I  consider  that  the  information  I  have  furnished  you  is  very 
small. 

(Discussion  off  the  record.) 

Mr.  Stefan.  Now,  Governor,  we  have  held  you  a  long  time.  We 
are  going  to  adjourn  this  meetir.g  until  2  o'clock  this  afternoon. 

We  do  not  believe  it  will  be  necessary  for  you  to  be  present  this 
afternoon.  We  will  have  the  military  members  of  the  Greek  mission 
up  here  at  2  o'clock,  and  we  will  adjourn  the  meeting  until  2  o'clock. 

My.  Griswold.  I  did  not  have  any  figures  or  any  papers  when  I 
came  here.  I  have  just  been  talking  offhand,  and  if  you  want  any 
detailed  information  I  will  tr^^  to  get  it  for  you. 

Mr.  Stefan.  I  would  like  to  have  the  recoi'd  show,  before  we  ad- 
journ, that  the  Governor  has  been  here  for  2  days  and  he  has  been 
talking  to  this  committee  extemporaneously.  After  he  has  spent  only 
lU  months  in  Greece,  I  know  the  members  of  the  committee  will  agree 
with  me  that  we  are  amazed  at  the  knowledge  that  he  has  at  his  finger- 
tips, at  the  figures,  the  statistics,  and  the  historical  information  about 
Greece  that  he  has  acquired  in  this  short  length  of  time,  and  he  has 
talked  to  us  without  even  referring  to  one  note. 

I  do  hope  that  our  good  fortune  will  be  such  that  the  Government 
of  the  United  States  will  continue  to  take  advantage  of  the  great  serv- 
ices of  my  former  Governor  of  Nebraska. 
We  will  adjourn  now  until  2  o'clock. 

Mr.  Griswold.  Thank  you.  If  you  want  me  at  any  time,  I  will  be 
here  for  a  week,  and  will  be  available. 

COST  OF  mules 

The  Chairman.  "Wliat  can  you  tell  us  about  those  mules? 

Colonel  Dav'is.  As  I  indicated  the  other  day,  I  was  of  the  opinion 
at  that  time  that  the  prices  listed  in  table  F  that  we  were  referring 
to  at  the  time  included  the  transportation  cost  of  mules,  and  that  was 
correct. 

The  Chairman.  That  was  correct? 
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Colonel  Davis.  Yes,  sir;  it  included  the  transportation  cost.  I 
have  since  obtained  the  actual  cost,  or  the  estimated  cost — because 
it  would  have  to  be  estimated,  because  the  actual  purchase  has  not 
been  made — as  to  the  price  of  mules  and  horses,  the  transportation 
cost. 

The  Chairman.  Tell  us  what  it  is. 

Colonel  Davis.  For  the  mules,  it  is  $181.93.  That  93  cents  might 
sound  funny,  as  far  as  being  an  estimated  cost,  but  that  is  based  on 
prices  at  which  they  have  been  able  to  obtain  mules  during  the  pro- 
gram.    For  horses,  it  is  $175. 

The  transportation  for  each  is  $300.88.  Tliose  are  the  actual  figures 
as  of  this  year's  program. 

The  person  who  made  up  the  estimates  and  entered  these  figures  in 
the  table  is  not  present,  but  it  stands  to  reason  when  this  person 
asked  what  the  total  cost  of  the  1,500  mules  and  200  horses  delivered 
in  Greece  would  be,  he  was  told  $649,390,  and  apparently  he  must 
have  divided  1,700  into  that  figure  and  gotten  the  $382  figure,  because 
it  does  give  that,  and  he  used  that  figure  for  both. 

The  Chairman.  They  have  plenty  of  horses  over  there,  have  they 
not? 

Colonel  Davis.  We  sent  800  during  last  year.    Yes,  sir. 
The  Chairman.  You  sent  800,  but  they  have  plenty  of  horses  over 
there,  have  they  not  ? 

Colonel  Davis.  Not  in  the  hands  of  the  Army. 
The  Chairman.  But  the  country  has  a  substantial  quantity  ? 
Colonel  Davis.  I  do  not  know  the  status  of  the  over-all. 
Mr.  McGhee.  That  is  similar  to  the  question  we  discussed  before 
lunch.     The  animal  population  of  Greece,  including  horses,  was  deci- 
mated during  the  war. 

The  Chairman.  It  may  be  decimated,  but  it  was  not  wiped  out.  or 
anytliing  of  that  character,  and  they  had  a  very  substantial  number 
and  have  been  building  them  back  since,  have  they  not? 

Mr.  McGhee.  They  are  doing  it  as  fast  as  they  can,  but  it  is  a  pretty 
slow  process.  Of  course,  we  have  an  artificial-insemination  program 
to  help  build  the  cattle  back,  but  the  horse  population,  I  am  certain, 
is  nothing  like  it  was  prewar. 

The  Chairman.  What  about  mules? 

Mr.  McGhee.  I  am  sure  the  same  thing  Avould  apply.  The  Germans, 
of  course,  took  tliem,  and  many  were  killed  during  the  occupation. 

RADIO  stations 

The  Chairman.  In  annex  6,  page  2,  you  have  a  big  item  in  there. 
You  have  a  lot  of  radio  stations  in  there,  do  you  not  ? 

Colonel  Crawford.  Yes,  sir;  those  two  items  are  radio  station. 

The  Chairman.  Why  do  you  need  those  1,700  radio  stations?  Do 
not  they  have  any  there  now  ? 

Colonel  Crawford.  They  have  had  British  radio  equipment,  and  we 
are  trying  to  replace  it  with  American,  and  there  sets  go  to  the  higher 
echelons.  We  have  smaller  sets  for  divisions  and  companies.  These 
sets  will  be  used  at  corps,  district,  and  Army  headquarters. 

The  Chairman.  Why  could  they  not  use  the  ones  they  have? 

Colonel  Crawford.  They  do  not  have  these  large  sets.    They  have 
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been  using  the  small  sets  of  tlie  British,  and  the  most  of  those  were 
worn  out  last  fall.    They  were  having  signal  trouble  last  fall. 

The  Chairmax.  You  moan  they  are  sending  sets? 

Colonel  Ckawfukd.  Yes;  I  looked  at  quite  a  few  of  the  British  sets, 
and  they  are  worn  out  more  than  it  would  be  worth  to  bring  them  back 
into  use.  The  repairs  would  cost  more  than  new  sets.  The  British 
sets  are  worn  out. 

The  Chairman.  How  many  stations  do  they  have  there  ?  A  station 
will  cover  50  or  60  miles  in  radius,  will  it  not  ? 

Colonel  Crawford.  That  is  correct,  sir. 

Tlie  Chairman.  Well,  you  do  not  need  more  than  six  or  seven  sta- 
tions in  the  whole  country,  then,  do  you  ? 

Colonel  Crawford.  They  need  them  just  at  the  higher  headquarters 
now.  There  is  a  high  headquarters  and  three  corps — that  is  four  sets — 
and  the  districts.  There  are  12  districts.  The  smaller  units  working 
out  of  the  higher  headquarters  use  the  smaller  sets  with  a  smaller 
radius. 

JMilitart  Program 

The  Chairman.  With  reference  to  the  military  program,  you  can 
put  this  table  into  the  record. 
(Tlie  table  is  as  follows:) 

Military  program  — itemization  of  appropriation  request 


Obligations 

as  of  Apr. 

30.  1948 


1948,  appro- 
priated 


Supplemental 
requested  for 

fiscal  year 
1948  and  for 

fiscal  vear 
1949 


Ground  forces: 

Quartermaster  service.  Army 

Medical  and  Hospital  Department,  Army. 

Engineer  service.  Army 

Signal  service.  Army 

Ordnance  service  and  supplies 

Training    

Chemical  supplies 


Total,  Ground  Forces. 


Air  Forces  program 

Miscellaneous  services  and  supplies 

Navy ■ _. 

Program  costs,  n.  o.  s 

Arsenal  program 

Roads  program 

Packing,  handling,  and  transportation. 

Qfand  total 


$78, 304, 356 

4G2, 614 

3,  097.  414 

642,841 

65,  991,  775 

189,  402 

51,  524 


$87, 651, 601 
2,  295,  500 
6,206,019 
8,  a33,  585 

100. 038,  068 


100,  000 


148,  739,  926 


205,  224,  773 


117,063 


19,  652,  209 

1,  524. 347 

90,508 

2, 383,  236 

8. 275,  707 


23, 825, 227 
550. 000 

29,  750,  000 
2,  500, 000 
5.000,000 
5,  000,  000 


180,  782,  996 


271, 850, 000 


$87, 516,  710 

1,  260,  502 

3,  429. 340 

11, 973, 916 

92,  726. 454 

575,000 


197, 481, 922 


60,  764, 198 


22,000,000 
4,353,880 


274, 600, 000 


QUARTERMASTER  SERVICE 

The  Chairman.  This  quartermaster  business  is  all  rations  and 
clothing? 

Colonel  Davis.  Rations,  clothing,  individual  equipment,  and  so 
forth. 

MEDICAL  service 

The  Chairman.  On  the  medical  picture,  your  allotment  is  on  a 
great  deal  larger  basis  for  1949  than  the  actual  was  for  104S.  Your 
actual  is  not  running  anything  like  what  you  had  allocated  to  it. 

Colonel  Davis.  That  is  right — tentativelv  allocated  to  it. 
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ENGINEER  SERVICE 

The  Chairman.  Your  engineer  service  is  about  the  same ;  your  signal 
service  is  a  great  deal  less  in  1947  than  you  have  set  up  for  1949.  I 
would  like  to  know  why  that  is. 

Colonel  Davis.  This  column  you  are  reading  from  is  obligated  as  of 
April  30 ;  the  basis  of  the  other,  as  you  said,  is  actual  obligation  con- 
tracts. New  commitments  have  been  made  and  actual  provision  ac- 
tion has  been  taken  on  more  of  these  categories  in  the  column  here 
than  is  reflected  in  this  first  column,  because  there  is  a  considerable 
time  lag  between  the  time  we  direct  the  supplying  service  to  take 
provision  action  and  the  time  the  thing  progresses  far  enough  to  be 
a  firm  obligation — the  paper  work,  for  instance.  There  are  some 
items  already  moving  to  the  depot  on  which  obligations  have  not  yet 
been  made  in  accordance  with  a  firm  contract,  but  firm  commitment 
action  has  been  taken.  And  that  will  increase  in  several  instances  the 
figures  that  appear  in  the  column  "Obligated  April  30."'  In  other 
words,  the  obligations  reported  as  of  May  30  would  increase  some  of 
those  considerably.     We  call  that  "commitments." 

For  instance,  in  the  medical,  the  commitment  as  of  April  30  which 
compares  here  with  the  obligations  as  of  April  30  was  $1,400,000,  and 
for  engineers  it  was  $4,100,000.  So  that,  you  see,  you  are  getting  up 
somewhat  beyond  the  obligation  on  account  of  the  time  lag  between 
what  we  consider  firm  commitments  and  what  is  a  true  firm  contract 
obligation. 

The  Chairman.  Have  you  any  questions,  Mr.  Case  ? 

ORDNANCE 

Mr.  Case.  None  other  than  to  ask  generally  in  regard  to  ordnance. 
We  tried  to  compare  these  items  with  ordnance  that  the  Army  is  pro- 
curing and  found  a  good  deal  of  dissimilarity  in  the  description.  "Why 
is  that — in  calibers  of  ammunition,  trucks,  mounts,  and  so  forth  ? 

Colonel  Davis.  There  would  be  no  necessary  comparison  by  item 
between  the  items  we  are  furnishing  to  these  programs  and  what  we 
are  buying  for  the  Army  or  intend  to  buy  for  the  Army.  In  many 
cases,  we  have  to  provide  items  for  the  Greek  and  Turkish  programs 
that  you  might  say  are  in  a  low  priority  as  far  as  the  needs  of  the 
Army  are  concerned,  because  they  are  on  the  verge  of  becoming  obso- 
lete or  obsolescent,  and  that  in  itself  would  probably  change  the  cali- 
bers or  the  actual  types. 

Mr.  Case.  I  thought  that  was  the  explanation,  but  then  I  was 
bothered  in  the  Greek-Turkish  program  by  the  fact  in  so  many  places 
you  speak  of  "replacements,"  and  if  it  is  obsolescent  or  obsolete,  it 
would  not  necessarily  replace. 

Colonel  Davis.  That  replacement  term  as  it  appears  in  this  book 
does  not  necessarily  mean  the  items  will  be  replaced  item  for  item,  but 
the  items  we  woud  require  for  the  Army  would  be  replaced  with  the 
funds  obtained  from  the  Greek-Turkish  funds  for  which  this  item 
was  i^rovided.  For  instance,  we  might  replace  a  short- wheel-base 
truck  with  a  long- wheel-base  truck  or  a  water-cooled  machine  gun 
with  another  type  of  machine  gun,  but  with  the  same  funds. 
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AIR  FORCES  PROGRAM 


The  CiiAutMAx.  I  would  like  now  to  get  into  the  Air  Corps  picture. 
You  are  really  giving  these  people  78  new  airplanes.  Are  they  new, 
or  are  they  something  else  ? 

Colonel  RuDDELL.  They  are  surplus  British  aircraft,  surplus  British 
Spitfires,  You  will  notice  the  price  is  about  $7,000.  We  could  not  do 
that  well  here. 

The  Chairman.  You  have  not  any  surplus  stuff  you  could  give 
them? 

Colonel  RuDDELL.  "We  do  not  have  any  surplus  to  give  them  and 
could  not  support  them  with  spare  parts.  We  would  have  to  go  out 
and  buy  new  spare  parts  for  them,  and  we  could  not  come  near  meeting 
that  price. 

Mr.  Case.  Do  the  British  have  an}^  responsibility  at  all  in  the  cur- 
rent military  program  in  Greece  ? 

Colonel  Ruddell.  They  are  there;  they  are  assisting  in  the  train- 
ing. I  do  not  believe  they  have  any  responsibility  in  the  operation 
end  of  it. 

The  Greeks  had  British  air  equipment  when  we  first  went  over  there, 
and  that  was  one  of  the  deciding  factors.  To  reconvert  to  the  Ameri- 
can type  would  take,  probably,  6  months  to  a  year  plus  the  fact 
we  would  have  to  retrain  them.  They  know  how  to  fly  Spitfires. 
Many  of  the  Greek  pilots  had  flown  with  the  British  or  had  been 
trained  with  the  British  during  the  war. 

The  AP-6  are  American  fighters.  There  are  some  American 
fighters,  but  the  standard  fighter  is  British. 

Mr.  Case.  On  the  over-all,  why  should  the  air  figure  as  shown 
in  this  table  be  more  than  double  what  was  appropriated  for  1948? 

Colonel  RuDDELL.  I  think  that  can  be  explained  a  little  in  this 
way :  Last  year  the  figures  for  the  Greek  air  arm  were  included  with 
the  Army.  In  other  words,  the  figure  last  year,  where  you  see  "23'' — 
that  was  the  Turkish  stuff. 

Colonel  Davis.  At  the  time  of  the  initiation  of  the  program  in 
Greece  last  year,  the  Army  and  Air  were  still  in  the  War  De})art- 
ment,  and  throughout  the  entire  program  during  1948  funds  for  that 
program  have  been  handled  as  a  portion  of  the  Army  funds.  The 
figure  for  Greece  as  it  started  out  was  only  about  $5,500,000,  and  later 
there  was  $4,500,000  added. 

Colonel  RuDUELL.  It  is  up  to  over  $10,000,000  now. 

Colonel  Davis.  It  is  about  $12,000,000'  as  of  now. 

Mr.  Case.  Are  the  Greek  troops  using  any  air? 

Colonel  RuDDELL.  Very  much  so.  They  have  indicated  the  RHAF 
has  performed  the  greatest  single  contribution  in  actual  killing  off 
of  guerrillas,  because  they  can  catch  them  when  they  get  started,  before 
they  start  to  make  a  move. 

The  Chairman.  Has  anybody  here  been  over  there  ? 

Colonel  Davis.  I  have  b?en  over  there.     I  was  there  last  October. 

The  Chaikmax.  But  you  have  not  been  there  more  recently  than 
that? 

Colonel  Davis.  No,  sir. 
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AREAS  OF  GREECE  THREATENED  BY  GUERRILLAS 

The  Chairman.  I  would  like  to  have  you  get  up  at  the  map  and  take 
a  pointer  and  point  out  the  spots  where  the  guerrilla  nests  are,  as  far 
as  you  could. 

Colonel  Davis.  I  believe  Colonel  Crawford  of  Operations  will  be 
better  able  to  do  that. 

The  Chairman.  I  think  we  will  understand  the  rest  of  it  a  little 
better  if  we  have  this  first. 

Colonel  Crawford.  I  will  go  through  briefly  the  largest  general 
areas.  All  of  these  areas  would  be  areas  only  in  the  sense  that  in  some 
cases  guerrillas  have  formerly  gotten  control  over  that  certain  area, 
but  they  move  around  in  that  area. 

Down  in  Peloponnesus,  they  stay  out  in  the  hills  and  go  down  into 
the  villages.  There  is  an  estimated  strength  of  about  1,200  in  this 
area  [indicating]  now. 

This  area,  which  was  the  area  of  operations  covered  by  Colonel 
Roddy  on  Monday,  was  an  area  of  about  2,500.  That  "has  been 
cleared  out.  In  fact,  I  think  they  got  2,300  out  of  that  area.  That 
area  now  should  be  fairly  clear  of  guerrillas. 

The  Chairman.  But  the  one  down  on  the  Peloponnesus  is  not 
clear  ? 

Colonel  Crawford.  No,  sir ;  that  is  not  clear. 

The  Chairman.  Is  that  a  substantial  group  ? 

Colonel  Craw^ford.  It  is;  yes,  sir — 1,200 — and  they  have  been  fairly 
effective  in  going  down  into  the  villages. 

In  the  Grammos  area,  which  is  roughly  this  area  just  southeast  of 
Albania,  there  are  about  5,000  guerrillas.  That  is  the  heaviest  con- 
centration of  guerrillas.  It  is  right  up  in  this  area  that  it  is  sus- 
pected ]Mr.  Markos  has  his  headquarters. 

From  here  on  over  into  western  Thrace,  there  are  groups  along 
the  border  running  from  200  or  300  up  to  800  or  900,  scattered  along 
the  border  in  the  hill  country. 

The  Chairman.  They  do  not  come  down  in  the  flat  country? 

Colonel  Crawford.  They  come  down  on  raids  and  sabotage  the 
railway  line  running  from  Salonika  up  to  Kavalla  and  down  through 
this  valley.  That  line  of  transportation  is  disrupted  quite  often  by 
the  guerrillas  coming  down  at  night  and  blowing  up  bridges. 

The  Chairman.  Why  has  not  that  been  cleaned  up  ? 

Colonel  Crawford.  In  this  area  they  have  taken  out  many  of  the 
Greek  national  army  units  to  work  on  an  offensive.  The  army  units 
have  been  tied  down  protecting  the  villages  or  railway  bridges  in 
a  static  defense.  They  are  now  using  the  Greek  Army  on  offensive 
operations,  and  we  believe  it  will  sliow  some  results  this  summer  by 
clearing  out  these  areas  with  an  actual  offensive  moving  through  the 
area. 

The  Chairman.  They  ought  to  be  able  to  get  into  those  places  now. 

Colonel  Crawford.  The  army  is  getting  into  them  now.  They  have 
cleared  this  area  and  cleared  that  [indicating] .  It  may  be  a  2  months' 
or  may  be  a  10  weeks'  operation. 

One  more  group  is  around  the  01ym])us  area.  That  area  Avas  cleai-ed 
out  in  February,  but  there  are  iiow  {)r()bably  about  200  that  have  fil- 
tered back,  possibly  to  the  top  of  the  hill  country. 
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Mr.  Case.  The  ratio  of  results  to  the  area  seems  pretty  high. 
Actually  what  you  are  doing  over  there  is  building  up  a  Greek  air 
force.    It  not  that  correct? 

Mr.  RuDDELL.  I  do  not  believe  so,  because  if  you  figure  five  fighter 
squadrons,  I  do  not  think  you  could  say  it  is  building  up  an  air  force. 
For  instance,  take  Brazil.  You  have  more  than  they  have  there  as  a 
country,  and  they  are  working  on  an  air  force.  Turkey  has  much 
more,  has  about  five  times  that  much,  and  they  have  an  air  force.  All 
that  this  is  designed  for  is  really  to  support  this  army  that  is  over 
there  now. 

COST  OF  ROYAL  HELEN  IC  AIR  FORCE 

Mr.  Case.  What  is  the  total  dollar  cost  of  the  RHAF  ?  What  do 
those  initials  stand  for? 

Colonel  RuDDELL.  Roj^al  Helenic  Air  Force. 

Mr.  Case.  How  much  money  are  you  asking  for  altogether  ? 

Colonel  RuDDELL.  $14,642,637. 

Mr.  Case.  How  do  vou  explain  the  difference  between  that  and  the 
$50,764,196? 

Colonel  RuDDELL.  The  $50,000,000  includes  Greece  and  Turkey.  We 
are  asking  for  $36,000,000  for  Turkey. 

AIE  FIELDS 

Mr.  Case.  What  kind  of  fields  do  you  have  for  operating  these 
planes  ? 

Colonel  RuDDELL.  In  Greece  ? 

Mr.  Case.  Yes. 

Colonel  RuDDELL.  I  brought  along  a  map  to  show  some  of  them. 
What  we  have  in  red  are  the  fair-weather  fields.  We  have  some  steel 
matting  there  so  that  they  can  be  used  when  it  is  not  too  bad.  When 
it  rains  it  gets  muddy  and  you  cannot  use  them. 

These  three  here  [indicating]  are  all-weather  fields,  the  one  at 
Athens,  Sedes  at  Salonika,  and  Larisa.  They  are  fields  with  concrete 
runways. 

Mr.  Case.  Do  the  guerrillas  have  any  air  force? 

Colonel  RuDDELL.  At  the  present  time ;  no. 

Mr.  Case.  AU  these  types  that  you  are  now  using  are  types  of  low 
landing  speed? 

Colonel  RuDDELL.  Yes.  The  Spitfire  has  probabl}'  the  lowest  land- 
ing speed,  and  the  rest  are  ones  that  can  land  on  short  runways  and 
need  no  special  big  field. 

Mr.  Case.  The  operation  that  you  carry  on  is  not  combat  air  to  air, 
but  combat  air  to  ground,  like  you  would  go  after  coyotes  in  my 
country  ? 

Colonel  RuDDELL.  Yes.  One  thing  that  has  kept  down  the  size 
of  the  air  force  is  the  fact  that  the  Greeks  are  not  too  mechanically 
adapted  to  fly  like  the  normal  American,  and  we  do  have  problems 
of  locating  good  mechanics  and  pilots. 

]\Ir.  Case.  Do  these  planes  carry  machine  guns  ? 

Colonel  RuDDELL.  Yes. 

The  Chairman.  They  have  no  bombers? 
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Colonel  EuDDELL.  No  regular  bombers,  although  the  fighter  air- 
craft can  carry  small  bombs. 

Mr.  Case.  Are  you  using  any  aerial  reconnaissance? 

Colonel  RuDDELL.  Yes,  the  AT-fiO's  are  used  part  for  training  and 
part  for  reconnaissance,  and  we  use  the  Spitfires  for  visual  reconnais- 
sance. 

Mr.  Kerr.  Did  we  build  the  all-weather  landing  fields? 

Colonel  Ruddell.  Xo  ;  we  did  not.  Athens  had  one  for  quite  some 
time.  Some  of  them  may  have  been  built  during  the  war  but  we  did 
not  build  them. 

Mr.  Kerr.  But  you  contemplate  finishing  the  four  in  red? 

Colonel  Ruddell.  It  is  not  so  much  a  case  of  finishing  them  and 
making  them  as  good  as  the  others ;  it  is  finishing  them  so  that  they 
can  be  used  in  bad  weather.  It  will  cost  about  $^00,000;  that  is 
$72,000  per  field. 

]Mr.  Kerr.  You  will  spend  it  on  the  four  fields  ? 

Colonel  Ruddell.  That  is  right. 

Mr.  Kerr.  Do  you  have  to  acquire  the  property? 

Colonel  Ruddell.  They  have  the  field  there  now.  It  is  just  im- 
proving them. 

The  Chair^ian.  Why  do  you  have  rations  for  455  days  down  here  ? 

Colonel  Ruddell.  That  was  a  mistake. 

The  CiiAiRMAX.  That  represents  a  little  velvet,  then? 

Colonel  Ruddell.  It  was  a  mistake.  Originally  the  request  for  the 
Air  Force  was  quite  a  bit  higher  and  we  had  to  cut  out  a  lot  of  other 
things.  It  should  be  less  than  that.  I  would  not  like  to  see  it  all 
cut  out. 

When  the  Greek  aid  mission  came  in  and  asked  for  money  they 
asked  for  some  $1,900,000  for  training,  and  we  had  to  cut  that  down  to 
$185,000.     You  will  note  that  that  is  estimated. 

The  Chairman.  Yes. 

Mr.  Case.  Did  the  Greeks  have  any  air  force  themselves  before  we 
went  in? 

Colonel  Rltddell.  Yes.     They  had  British  Spitfires. 

Mr.  Case.  What  was  their  annual  budget  in  terms  of  dollars? 

Mr.  McGhee.  I  am  afraid  we  do  not  have  that  information  available. 

Aid  to  Turkey 

The  Chairman.  Now  we  will  turn  to  Turkey.  There  you  have  a 
program  involving  ground  forces,  $29,000,000;  and  air  forces^ 
$36,000,000 ;  and  Navy,  $10,000,000. 

OBLIGATIONS  FOR  MILITARY  AID 

How  much  have  you  actually  spent  in  Turkey  on  the  different  items 
this  year?  Take  those  items  on  part  2,  page  2,  the  ground  forces. 
How  much  have  vou  actually  spent?  It  starts  off  $48,500,000; 
$20,750,000. 

Colonel  Da-s^s.  The  total  obligations  for  Turkey,  including  the 
ground  forces  and  the  air  force? 

The  Chairman.  Just  the  two.  What  about  the  arsenal  improve- 
ments and  the  highway  improvements? 
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Mr.  Davis.  I  cannot  speak  for  the  hio;hway  program ;  that  is  under 
the  Bureau  of  Public  Koads.  You  want  the  arsenal  program,  the  air 
force  and  the  grounds 

The  Chairman.  Give  them  to  me  item  by  item. 

Mr.  Daa^s.  Ground  force,  $34,400,000. 

The  Chairman.  Air  force. 

Colonel  Davis.  $2,135,616  as  of  April  30.  The  arsenal  program, 
$90,508.     Those,  again,  are  as  of  April  30. 

The  Chairman.  These  figures  that  you  have  given  us  here  for  1949 
run  into  quite  a  bit  more  than  that,  do  they  not? 

Colonel  Davis.  That  is  right.  Again,  the  same  is  true  concerning 
the  time  lag  between  firm  commitments  and  the  initiation  of  provision 
action  and  the  firm  obligations  based  on  signed  contracts  or  contracts 
entered  into. 

GROUND  FORCE  REQUIREMENTS  FOR  TURKEY 

The  Chairman.  Is  there  a  break-down  of  the  ground  force  require- 
ments? 

Colonel  Davis.  There  is  a  break-down  by  categories;  not  in  every 
case  by  items. 

The  Chairman.  We  will  go  through  it.  That  appears  on  page  1 
of  part  3,  is  it  not? 

Coloiiel  Davis.  That  begins  the  general  background  of  it,  and  the 
itemization  is  shown  a  little  further  over.  The  category  break-down 
is  on  page  3,  part  5. 

The  Chairman.  Page  2  indicates  a  reduction  in  force,  maybe  not  in 
the  number  of  troops  but  in  the  units.     What  does  that  mean  ? 

Colonel  Davis.  Sir,  I  would  like  for  Colonel  Crawford  to  speak  on 
that  again.     It  is  a  reduction  in  actual  strength. 

Colonel  Crawford.  What  we  have  tried  to  do  in  this  case  is  to  mod- 
ernize their  units  to  such  an  extent  that  they  can  reduce  in  manpower 
and  get  the  manpower  back  into  the  civilian  economy  but  still  have 
as  effective  nn  army  as  they  had  with  the  larger  number.  The  idea 
with  regard  to  the  military  program  there  has  been  to  modernize  units 
in  the  Turkish  Army  and  to  try  to  equip  skeleton  divisions  with  the 
same  equipment  we  have  in  the  United  States  Army. 

The  Chairman.  Have  you  done  more  than  equip  skeleton  divisions 
so  far  ? 

Colonel  Crawford.  We  have  modernized. 

The  Chairman.  AVliat  percent  has  been  modernized  ? 

Colonel  Crawford.  Off  the  record. 

(Discussion  off  the  record.) 

The  Chairman.  Now,  you  have  a  list  here  of  what  you  propose  to 
send  over  there  appearing  on  page  1  of  annex  1  and  going  over  onto 
page  2. 

Colonel  Davis.  Those  are  tentative. 

The  Chairman.  Those  are  the  items  that  you  want  for  the  infantry 
division. 

Colonel  Davis.  All  you  see  on  that  is  "Ordnance." 

field  artillery  equipment 

The  Chairman.  You  have  field  artillery  equipment  that  runs  to 

$9,700,000. 
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Colonel  Davis.  That  includes  about  cross-the-board  types  of  equip- 
ment, depending  upon  what  is  finally  determined  to  be  available  on 
the  ground.  For  instance,  for  the  reorganization  of  the  batteries  and 
the  battalions  for  the  infantry  divisions,  in  some  cases  the  howitzers 
are  available.  In  some  cases  certain  amounts  of  signal  equipment 
will  be  available,  and  the  mission  over  there  is  now  in  process  of 
determining  actual  itemized  requirements.  These  are  the  best  esti- 
mates. 

The  ChairMxIn.  This  is  supposed  to  equip  what  percentage  of  the 
artillery  set-up  ? 

Colonel  Crawford.  This  program  will  take  care  of  one-half  of 
their  divisions,  regular  infantry  divisions,  with  artillery,  and  in  addi- 
tion to  that  it  will  give  them  artillery  for  six  corps. 

The  Chairman.  What  did  you  get  with  this  year's  operation? 

Colonel  Crawford.  Artillery  ? 

The  Chairman.  Yes. 

Colonel  Crawford.  They  have  taken  care  of  modernizing  six  divi- 
sions in  this  program. 

The  Chairman.  How  many  more  do  you  have  to  go  ? 

Colonel  Crawtord.  We  want  to  get  12  more. 

The  Chairman.  That  will  make  three-quarters  of  their  set-up. 

Colonel  Crawt^ord.  That  will  give  them  18  divisions  in  artillery 
that  are  all  modernized. 

antiaircraft  requirements 

The  Chairman.  Wliat  about  the  antiaircraft  requirements? 

Colonel  Davis.  Practically  the  same  thing  could  be  said  about  that 
that  was  said  about  the  artillery.  It  just  so  happened  that  the  actual 
itemized  requirements  were  more  determinable  when  this  program 
was  made  up  on  these.    Some  of  these  may  be  deleted. 

The  Chairman.  With  regard  to  all  of  these,  to  what  extent  has  the 
operation  been  completed  with  the  funds  that  have  been  appropri- 
ated so  far?  Have  they  been  put  into  regiments  or  units  that  are 
able  to  properly  use  them? 

Colonel  Crawford.  That  is  correct,  on  the  six  divisions. 

The  Chairman.  What  about  the  antiaircraft?  Has  that  been  put 
into  places  where  they  can  effectively  use  it? 

Colonel  Crawford.  There  is  considerably  more  antiaircraft 
requested. 

The  Chairman.  Is  that  material  made  here  or  bought  somewhere 
else  ?     Or  is  it  material  that  comes  out  of  surplus  ? 

Colonel  Crawford.  All  from  the  zone  of  the  interior. 

The  Chairman.  Does  it  come  out  of  surplus,  or  is  it  new  ? 

Colonel  Davis.  It  will  be  material  that  we  will  have  to  go  out  and 
procure,  or  it  will  be  material  taken  out  of  our  stores  for  which  we 
will  procure  replacements. 

The  Chairman.  You  do  not  have  any  surplus  that  will  take  care  of 
it? 

Colonel  Davis.  No,  sir ;  we  are  practically  at  the  bottom  of  the  barrel 
on  surplus.     We  have  some  items. 

The  Chairman.  What  did  you  do  with  the  surplus  you  had  on  those 
items  ? 
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Colonel  Davis.  It  has  been  disposed  of  in  various  ways.  Most  of 
it  has  been  used  in  the  last  year's  program  for  Greece  and  Turkey. 
These  particular  across-the-board  items  may  not  be,  but  in  general  the 
bulk  of  our  surplus  that  was  on  hand  at  the  beginning  of  this  Greek- 
Turkish  program  have  been  used  for  this  program. 

MEDICAL  AND  HOSPITAL  EQUIPMENT 

The  Chairman.  You  have  $750,000  for  medical  and  hospital  equip- 
ment. This  current  year  you  do  not  seem  to  have  anything  in  the 
nature  of  actual  obligations  on  that. 

Colonel  Davis.  We  did,  though.  We  have  committed  $360,000  to 
Turkey  in  the  form  of  medical  items  of  equipment,  supplies,  and  so 
forth. 

The  Chairman.  Did  they  need  it  ? 

Colonel  Davis.  I  can  only  speak,  sir,  as  the  result  of  a  survey  we 
had  made  by  a  representative  of  the  Surgeon  General's  office,  and  the 
program  has  been  implemented  on  his  recommendation,  and  of  course 
with  the  recommendation  of  the  chief  of  the  mission.  I  would  have 
to  say  "Yes,"  it  was  needed. 

The  Chairman.  The  Turkish  Army  is  not  engaged  in  any  activities. 
It  is  all  training. 

Colonel  Crawford.  Noncombat  operations,  and  it  is  all  training  to 
modernize  them  and  train  them  on  our  equipment. 

engineering  requirements 

The  Chairman.  You  have  $789,000  for  engineering  requirements, 
including  quite  a  number  of  trailers  and  tractors.  How  much  do  they 
need  those  ? 

Colonel  Crawford.  These  services  will  round  the  Turkish  units  out 
to  where  they  will  compare  favorably  with  ours. 

AR3IORED-FORCE   REQUIREMENT 

The  Chairman.  You  have  an  armored-force  requirement  in  there 
of  $796,000.     That  is  a  part  of  Ordnance  ? 

Colonel  Davis.  Yes. 

Colonel  Crawford.  Most  of  it  is  ammunition. 

Colonel  Davis.  In  item  3  3'ou  will  see  we  liaA'e  some  weapons. 

The  Chairman.  You  will  not  be  building  up  tanks  piecemeal ;  they 
would  have  to  be  replacements? 

Colonel  Davis.  Yes. 

signal   REQUIREMENTS 

The  Chaikman.  You  have  $577,000  for  signal  requirements,  includ- 
ing 2,450  radio  sets.     Do  you  really  need  those  ? 

Colonel  Crawford.  Yes. 

The  Chairman.  Hand  tools  and  machine  tools,  $240,000.  Cannot 
they  make  ordinary  hand  tools  over  there?  Do  they  not  have  any 
facilities  for  that? 

Colonel  Davis.  Thej^  do  have  limited  facilities,  sir.  These  are  to 
supplement  those  and  give  them  more  of  a  rounded  capability  for  pro- 
ducing the  things  they  have  to  produce  with  that  type  of  tool. 
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AMERICAN  MISSION  AND  OTHER  TRAINING  REQUIREMENTS 

The  CnAiR3iAN.  I  see  that  3^011  have  an  item  in  here  for  $1,750,000 
for  the  American  Mission  and  other  training  requirements.  How 
many  Army  personnel  do  we  have  over  there  ? 

Colonel  Crawford.  Forty-five. 

The  Chairman.  Is  it  all  officer  personnel  ? 

Colonel  Crawford.  As  of  today  there  are  34  officers  over  there  and 
11  enlisted  personnel.  The  War  Department's  civilian  employees  are 
55. 

The  Chairman.  What  would  they  be  doing? 

Colonel  Crawford.  Instructors,  radio,  signal.  The  special  techni- 
cal instructors  are  civilians. 

AiR-FoRCE  Requirements  for  Turkey 
The  Chairman.  Now,  the  Air  Force. 

motor  vehicles 

You  have  transportation  items  like  motor  vehicles. 
Colonel  RuDDELL,  Fuel-service  trucks,  wrecking  trucks,  and  oil- 
servicing  trucks. 

The  Chairman.  $390,000  worth. 
Colonel  RuDDELL.  Yes. 

flying   EQUIPMENT,   AND    SO  FORTH 

The  Chairman.  Then  you  have  a  year's  supply  of  spare  parts, 
$640,000;  flying  equipment,  suits,  and^so  forth,  $200,000;  air-rescue 
equipment.     I  do  not  understand  this.     It  says : 

A  considerable  quantity  of  this  eqnipiiient  should  be  in  excess  of  the  require- 
ments of  the  United  States  Air  Force  and  the  United  States  Navy. 

Does  that  mean  it  will  come  out  of  surplus  ? 

Colonel  RuDDELL.  We  hope  it  will  be  surplus.  We  do  not  know 
yet. 

MEDICAL    EQUIPMENT 

The  Chairman.  Medical  equipment  for  flight  surgeons,  $200,000. 
Do  they  use  those  over  there  all  right  ? 

Colonel  RuDDELL.  Yes.  What  they  desire  this  year  is  some  of  the 
high-altitude  equipment  that  our  doctors  have  developed  during  the 
war. 

training  aids,  communications,  and  so  forth 

The  Chairman.  Training  aids,  $120,000:  communication  spare 
parts,  $500,000.     What  is  that? 

Colonel  RuDDELL.  Last  year  we  gave  them  certain  radar  equipment 
and  electronic  equipment,  and  these  are  spare  parts  to  assist  them 
in  keeping  those  sets  going. 

The  Chairman.  Depleted  stocks,  $250,000.      What  is  that? 

Colonel  RuDDELL.  The  Turks  had  a  small  air  force  with  types  of 
equipment  they  bought  from  the  British.  They  had  some  Spitfires, 
also.  They  purchased  some  American  trainers' before  we  went  over 
there,  and  this  is  assistance  in  keeping  those  going. 
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FACILITIES  FOR  AIR  BASES 


The  Chairman.  You  have  facilities  for  air  bases.  For  some  of 
these  you  show  money  and  for  some  you  do  not.  You  say  something 
about  19  airfields.  AVhat  sort  of  airfields  are  those  ^  Show  us  those 
airfields. 

Colonel  RuDDELL.  There  are  about  19  listed  in  there  that  they  are 
using  at  the  present  time.  A  lot  of  these  were  build  during  the  war. 
or  before  the  war,  and  have  been  run  down.  There  are  certain  ones 
of  the  airfields  that  have  been  kept  up.  There  is  one  at  Istanbul 
which  is  in  fairly  good  condition,  and  there  is  one  at  Ankara  which 
is  not  so  l)ad.  I  think  the  TWA  flies  into  Istanbul.  I  do  not  believe 
that  they  go  into  Ankara  yet.     They  hope  to  eventually. 

The  Chaiioiax.  Some  of  those  European  planes  go  in  there? 

Colonel  RuDDELL.  Yes;  the  smaller  lines  do  fly  through.  There  is 
a  Turkish  line  that  flies  internally. 

I  have  listed  on  this  map  15  upon  which  the  military  aviation 
program  is  based. 

The  Chairman.  Are  any  of  those  fields  over  in  the  eastern  part 
of  Turkey,  to  speak  of  ? 

Colonel  RuDDEi.L.  There  are  three  here  [indicating],  but  you  will 
notice  that  there  is  a  big  range  of  mountains  that  separates  Turkey 
from  Iran  and  Russia.  This  is  all  mountainous  country  in  here  and 
you  cannot  piu  airdromes  in  much  farther  east  than  this  [indicating]. 

The  Chairman.  The  mountains  are  so  high  that  it  is  not  a  good 
place  to  build  airfields^ 

Colonel  RuDDELL.  That  is  right. 

The  Chairiman.  Is  there  a  railroad  still  running?  I  think  there  is 
one  from  Ankara  to  Istanbul,  but  how  about  to  the  east  (  Is  there  a 
railroad  in  there  ? 

Colonel  RuDDELL.  Yes;  there  is  a  railroad  here  [indicating]. 

The  Chairman.  Does  it  run  all  the  way  through  ? 

Colonel  Rtjddell.  It  goes  all  the  way  over  to  the  bonndaiy  line, 
and  there  is  another  spur  that  comes  along  to  the  south  here. 

The  Chairman.  Does  that  go  into  Persia,  Iran,  or  Iraq  ? 

Colonel  RuDDELL.  No;  I  do  not  believe  that  they  can  get  through 
to  the  east  at  all. 

The  Chairman.  There  are  no  railway  passages  out  of  Turkey  ? 

Colonel  RuDDELL.  Not  that  I  know  of.  The  upper  one  to  the  north 
goes  on  into  Russia,  but  as  far  as  one  going  direct  into  Iran,  no;  they 
have  to  go  through  Russia  and  come  on  down  south. 

The  Chairman.  I  see.  Are  the  fields  over  to  the  east  of  any  value? 
Are  they  any  good  ? 

Colonel  RuDDELL.  They  are  capable  of  being  made  good.  The 
foundations  are  good. 

The  Chairman.  The  lay  of  the  land  is  good? 

Colonel  RuDDELL.  Yes;  and  the  foundations  are  good. 

The  Chairman.  Regarding  the  one  at  Ankara,  the  lay  of  the  land 
is  not  so  good. 

Colonel  RuDDELL.  No.     There  are  two  fields  at  Ankara.     One  is  not 
so  good. 
The  Chairman.  Is  there  a  good  one  at  Ankara? 
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Colonel  KuDDELL.  Not  by  American  standards,  but  good  by  Turkish 
standards. 

The  Chairman.  You  mean  the  difference  between  the  two  stand- 
ards is  the  difference  between  the  size  of  the  planes  we  are  accustomed 
to  have  take  off  and  the  ones  that  they  are  accustomed  to  have  take 
off  ?    That  is  the  di  ff erence  in  standards,  is  it  not  ? 

Colonel  RuDDELL.  That  is  one  of  the  things. 

The  Chairman.  There  are  very  few  outside  of  Istanbul ;  that  is, 
lighted  airports. 

Colonel  RuDDELL.  They  have  some  portable  lights  at  Ankara.  I 
do  not  believe  that  they  are  used  for  commercial  operations. 

Colonel  RuDDELL.  That  is  the  big  portion  of  the  Air  Force  pro- 
gram, to  assist  them  in  getting  their  fields  into  operational  shape. 

CONSTRUCTION   PROGRAM 

The  Chairman.  You  have  $850,000  here  for  establishing  a  con- 
struction program. 

Colonel  RiTDDELL.  That  is  the  overhead  on  this.  The  plan  is  that 
Turkey  will  furnish  the  material  and  the  labor  insofar  as  they  can. 
What  we  hope  to  do  is  to  give  them  some  of  the  heavier  types  of  equip- 
ment so  they  can  maintain  these  air  fields  and  improve  them,  and  we 
plan  to  give  them  the  supervision. 

The  Chairman.  That  is  what  you  have  in  item  3  that  follows  ? 

Colonel   RuDDELL.  Yes, 

The  Chairman.  $3,375,000? 

Colonel  RuDDELL.  Yes,  sir. 

The  Chairman.  They  have  plenty  of  cement  and  stone,  have  they 
not,  and  all  of  that  sort  of  thing? 

Colonel  RuDDELL.  Yes ;  the  Turkish  Government  will  furnish  that. 
They  will  furnish  that  and  a  great  deal  more.  Say,  for  example,  if 
we  were  building  an  airport  like  the  Washington  is^ational  Airport, 
they  would  furnish  about  70  percent  of  the  over-all  cost,  the  labor,  the 
concrete  and  materials  that  they  have  available  there,  and  we,  in  gen- 
eral, will  furnish  them  the  things  that  they  do  not  have,  the  special 
equipment  that  Turkey  is  not  capable  of  manufacturing. 

weather  ser\t:ce 

The  Chairman.  The  next  item  is  "Weather  service."  Under  that 
item  you  have  $1,250,000.  How  much  did  you  spend  in  this  current 
year  for  that  purpose?  That  sounds  like  a  considerable  amount  of 
money  for  that  particular  purpose.  Can  vou  tell  us  anything  about 
that? 

Colonel  RuDDELL.  Well,  sir,  in  addition  to  the  15  bases  at  which  we 
require  weather-reporting  stations,  there  are  about  10  other  observa- 
tion stations  that  they  plan  on  putting  in, 

A  good  portion  of  that  money  is  for  upper-air  soundings  which  take 
expensive  equipment. 

communications 

The  Chairman.  You  have  "Communications  $3,085,000,  radio,  tele- 
phones, and  so  forth." 
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Colonel  KuDDELL.  The  plan  is  to  connect  those  air  bases  through  a 
central  communication  system. 

The  Chairman.  Through  radio? 

Colonel  RuDDELL.  Through  radio  and  teletype. 

The  Chairman.  Do  they  not  have  any  such  equipment  now  ? 

Colonel  RuDDELL.  Practically  none  of  it  at  all. 

The  Chairman.  I  tliought  they  had  some. 

Colonel  RuDDELL.  Well,  the  commercial  lines  are  pretty  well  tied  in 
and  the  plan  is  to  tie  the  military  fields  in  back  on  the  eastern  side 
there  into  a  regular  set-up  so  that  they  can  send  messages  and  com- 
municate. 

SUPPLY  AND  maintenance 

The  Chairman.  You  have  here  "Supply  and  maintenance."  That 
is  not  something  I  have  been  over  before.  It  is  2-A  on  page  13,  part  4, 
$8,682,000.     What  is  that  for? 

Colonel  RuDDELL.  That  is  for  the  basic  equipment  that  goes  with 
the  tactical  groups.  For  instance,  if  we  compare  it  with  our  own 
forces,  a  regular  base,  like  Andrews  Field,  we  would  have  approxi- 
mately 1,000  men  in  the  tactical  unit,  and  there  would  be  another  1,500 
people  in  the  service  unit  that  supports  this  tactical  unit. 

Now,  they  have  all  the  heavier  maintenance  equipment  and  have 
part  of  the  supply  and  maintenance  system.  They  take  care  of  main- 
taining the  aircraft.  They  do  not  do  the  actual  flying.  They  do 
the  heavier  maintenance. 

STOCK  CONTROL  AND  REPORTING  SYSTEM 

The  Chairman.  Then  you  have  equipment  and  supplies  and  the 
creation  of  an  adequate  stock  control  and  reporting  system,  $1,500,000. 
That  sounds  like  quite  a  lot  of  money  for  that  particular  purpose. 

Colonel  RuDDELL.  It  essentially  boils  down  to  this,  that  a  lot  of  this 
equipment,  if  it  is  just  placed  in  a  building,  will  never  be  of  any  use. 
They  have  to  have  some  way  of  knowing  how  many  tires  they  have 
and  where  they  are,  and  how  many  generators  they  have  that  fit  the 
P-lT.  There  is  probably  a  different  type  of  generator  for  an  AT-6, 
and  the  big  j)roblem  is  to  put  all  of  this  stuif  in  a  position  and  have 
a  system  whereby  they  know  they  have  on  hand,  say,  10  generators, 
and  it  will  not  be  a  question  of  just  chasing  down  through  all  of  these 
various  boxes  to  find  them. 

The  Chairman.  But  it  ought  not  to  cost  $1,500,000  to  make  that 
kind  of  a  set-up  to  do  it  with  the  quantity  of  stuff  they  wall  have. 

Colonel  RuDDELL.  They  have  quite  a  big  quantity  of  stuff,  as  far 
as  that  goes.  I  have  been  given  to  understand — I  do  not  know  my- 
self— that  the  actual  cost  of  this  is  very  low. 

POWER  EQUIPMENT  AND  SPECIAL  MANUFACTURING  TOOLS 

The  Chairman.  The  next  item  is  power  equipment  and  special  man- 
ufacturing tools,  $1,800,000 :  what  about  that? 

Colonel  RuDDELL.  That  is  power  equipment  to  run  these  various  shop 
lathes  and  so  forth  that  they  use  for  aii'craft  repair. 

The  Chairman.  And  the}^  have  nothing  of  that  character 2 
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Colonel  RuDDELL.  Very  little  if  anything  at  all. 

That  is  one  of  the  problems  connected  with  building  an  air  force 
in  any  of  these  other  countries  or  in  helping  them  out.  They  are 
capable  of  flying  the  airplanes  usually,  but  ^Yhen  it  comes  to  the  heavier 
maintenance  and  the  background  and  the  heavy  supporting  force  that 
they  need  for  keeping  them  flying  they  are  frightfully  lacking. 

COMMUNICATIONS  MAINTENANCE 

The  Chairman.  The  next  item  is  "Communications  maintenance." 
You  had  a  big  item  for  communications  back  a  ways  and  now  you 
have  $450,000  more. 

Colonel  RuDDELL.  Yes,  sir. 

The  Chairman.  Why  ? 

Colonel  RuDDELL.  That  is  for  all  of  the  equipment  to  maintain, 
repair,  and  take  care  of  the  communications  equipment  that  goes 
into  airplanes,  the  ground  stations,  such  as  control  towers,  and  so 
forth.    This  is  for  repair  items. 

training  STUDENTS  IN  THE  UNITED  STATES 

The  Chairman.  You  have  an  item  of  $174,000  here  for  training 
students  in  the  United  States.    What  is  that  '^ 

Colonel  RuDDELi..  We  attempt  to  give  on-the-job  training,  and  to 
send  Turkish  officers  and  noncommissioned  officers  to  some  of  the  Gov- 
ernment schools  and  to  indoctrinate  them  so  that  they  can  go  back  and 
teach  in  Turkish  their  own  people  our  American  way  of  doing  things. 

The  Chairman.  You  mean  in  the  handling  of  airplanes,  and  that 
sort  of  thing  ? 

Colonel  RuDDELL.  Yes;  handling  airplanes,  and,  for  instance,  radar 
work.  There  is  very  little,  if  any,  knowledge  of  radar  in  Turkey, 
and  at  the  present  time  we  have  nine  officers  training  in  all  of  our 
radar  officers'  schools.  They  will  go  back  to  Turkey  and  teach  their 
people,  the  rest  of  the  Turkish  Air  Force,  the  radar  people,  how  to 
operate  and  how  to  maintain  this  equipment. 

TECHNICAL  TRAINING  OF  TURKISH  AIR  FORCE  PERSONNEL 

The  Chairman.  You  have  technical  training  of  Turkish  Air  Force 
personnel  also.    That  is  almost  the  same  thing. 

Colonel  RuDDELL.  This  is  facilities.  In  other  words,  these  people 
that  we  train  here  will  go  back  and  teach  their  other  people.  We  have 
o-ot  to  establish  a  technical  training  system  in  Turkey  if  we  want 
Turkey  to  continue  to  be  able  to  support  an  air  force,  so,  in  effect,  it 
sets  up  a  school  system  on  technical  training  for  Turkey,  and  they  will 
have  to  have  school  rooms — not  so  much  room,  which  they  can  get  from 
Turkey — but  they  must  have  instructional  items  and  materials,  and 
that  sort  of  thing. 

PER   DIEM    ALLOWANCE 

The  Chairman.  And  you  have  per  diem  allowance,  $5,000  a  year 
for  each  person  assigned,' and  other  expenses  incident  to  the  operation, 

$1,310,000. 
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UNIT  EQUIPMENT 


I  can  understand  some  of  those  items,  but  it  says  here,  "Unit  equip- 
ment, $400,000."     I  do  not  know  what  that  means. 

Colonel  KuDDELL.  That  is  the  e(iuipment  used  by  these  people,  and 
they  are  also  helping  to  train  the  Turks.  In  running  their  unit  there 
they  get  certain  equipment  and  supplies  themselves,  and  they  get 
certain  transportation.  It  will  be  turned  over  to  the  Turks  when 
they  leave.     The  personnel  strength  is  based  on  100,  and  I  think  we 


have  89  there  right  now. 


AIR  DEFENSE 


The  Chairman.  Then  you  have  here,  "Air  defense,  $5,785,000," 
largely  radar  equipment. 

Colonel  Rfddell.  Yes;  the  major  proportion  of  that  is  radar  equip- 
ment. Radar  equipment  is  expensive,  and  there  is  no  surplus  equip- 
ment. It  is  really  the  brains  behind  the  rest  of  the  air  force  over 
there. 

COST  or  EQUIPPING  CONTROL  TG^VERS 

]\Ir.  Stefan.  Let  me  ask  the  colonel  a  question  or  two  on  those  con- 
trol towers.  AYhat  does  it  cost  to  equip  a  control  tower  there,  and 
what  do  you  have  in  them,  Colonel  ? 

Colonel  RuDDELL.  To  what  are  you  referring,  sir? 

Mr.  Stefan.  Control  towers.  How  many  control  towers  are  you 
equipping  over  there  under  this  program  ? 

Colonel  RuDDEiJL.  The  control  towers  can  be  equipped  with  anything 
from  one  radio  transmitter  to  complete  equipment. 

Mr.  Stefan.  You  have  a  sizable  item  in  there  for  the  equipment  of 
control  towers,  running  into  a  lot  of  money.  How  many  of  them  are 
jou  equipping,  Colonel,  and  are  they  in  operation  there  now? 

Colonel  RuDDELL.  There  are  some  of  them  in  operation. 

Mr.  Stefan.  How  many  of  them  are  j'ou  planning  to  equip  with 
this  amount  of  money  which  you  are  requesting? 

Colonel  RuDDELL.  I  have  sent  to  Turkej^  for  that  information. 

Mr.  Stefan.  I  know  that  you  can  have  a  control  tower  with  just 
one  radio  there,  or  j'ou  can  have  up  to  a  maximum  of  everything  in 
it,  but  I  wondered  how  elaborate  a  in-ogram  you  are  putting  on  with 
this.     You  do  not  have  that  information  i 

Colonel  RuoDELE.  Xo,  sir ;  I  do  not  have  that. 

Mr.  Stefan.  I  would  like  to  have  for  the  record  how  many  control 
towers  you  contemplate,  what  kind  of  equii)nient  you  are  putting 
in  them,  and  how  man}'  people  you  will  have  in  the  control-tower 
operations  and  how  big  a  crew.  Are  they  going  to  be  Turkish 
employees? 

Colonel  RuDDELL.  Yes,  sir;  they  are  all  to  be  Turkish  employees. 

]Mr.  Stefan.  They  are  already  trained,  and  they  are  ready  to  go? 

Colonel  RuDDELL.  They  are  in  the  process  of  being  trained,  sir. 

ISIr.  Stefan.  Will  you  let  us  know  that,  please  ? 

Colonel  RuDDELL.  Yes,  sir. 

(The  matter  referred  to  will  be  submitted  to  the  committee  when 
prepared.) 
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TRAINING 


Mr.  Stefan.  Keferring  to  this  school  item  and  the  $5,000-a-year 
allowance,  where  are  they  getting  their  instruction,  over  here? 

Colonel  EuDDELL.  At  the  present  time,  sir,  we  have  45  officers  who 
are  in  the  United  States  being  trained.  Nine  of  them  are  down  at 
Turner  Field  in  Georgia. 

Mr.  Stefan.  At  an  Army  field? 

Colonel  RuDDE'LL.  Yes.  They  are  being  trained  together  with  our 
own  fighter  pilots,  and  they  are  being  taught  as  future  Turkish 
squadron  and  group  commanders. 

Mr.  Stefan.  But  they  are  being  trained  in  Regular  Army  training 
schools  in  this  country,  at  the  various  schools,  as  fighter  pilots  and  in 
communications  ? 

Colonel  IluDDELi..  At  Kaiser  Field;  and  we  have  some  people  at 
Scott  Field,  111. ;  and  we  have  some  of  them  at  El  Paso,  Tex. 

Mr.  Stefan.  But  they  are  integrated  right  in  with  our  own  students 
in  their  training? 

Colonel  RuDDKLL.  Yes,  sir. 

RADAR  EQUIPMENT 

Mr.  Stefan.  Referring  to  this  radar  equipment,  is  this  air-raid- 
warning  radar  service  ? 

Colonel  RuDDELL.  Yes,  sir. 

Mr.  Stefan.  Is  that  long-range  air- warning  defense  service? 

Colonel  RuDDEiiL.  Yes;  early  warning  and  short-range  control 
equipment  also.  Our  defense  builds  up  a  net  which  intercepts  all  of 
the  early  warnings. 

Mr.  Stefan.  How  many  minutes'  warning  is  that  going  to  give 
you  with  this  new  jet-propelled  attack  program?  Is  that  what  you 
have  set  up  there? 

Colonel  RuDDELL.  We  do  not  have  that  right  here. 

Mr.  Stefan.  You  do  not  have  that  information  ? 

Colonel  RuDDELL.  No. 

Mr.  Stefan.  Well,  is  it  a  30-mile  system  or  a  100-mile  system  ?  Do 
3'ou  know  anything  about  that? 

Colonel  RuDDELL.  You  mean  the  system  ? 

Mr.  Stefan.  Yes. 

Colonel  RuDDELL.  The  system  will  probably  give  them  about  100 
miles'  service. 
^  Mr,  Stefan.  One  hundred  miles? 

Colonel  RuDDELL.  Yes. 

Mr.  Stefan.  Then  it  will  give  you  about  a  15-minute  warning 
service,  will  it  not? 

Colonel  RuDELL.  That  is  with  the  new  equipment ;  yes,  sir. 

Mr.  Stefan,  I  do  not  think  it  worth  anything  at  all.  I  think 
you  are  just  throwing  money  down  a  rat  hole. 

Colonel  RuDEi.L.  All  of  our  Air  Force  is  based  on  radar  nowadays. 

Mr.  Stefan.  Yes ;  I  know  it  is. 

Colonel  RuDELL.  And  it  is  used  extensively  throughout.  It  is  now 
a  question  as  to  whether  eventually  it  will  be  worth  what  it  is  now. 

Mr.  Stefan.  I  am  vei-y  much  afraid  that  it  is  obsolete  as  soon  as 
you  install  it.     That  is  the  best  information  we  received,  as  I  gathered 
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from  the  information  which  was  given  to  us  when  we  wrote  up  the 
congressional  air  policy  program.     I  still  feel  it  is  obsolete  now. 

DESCRIPTION  OF  AIRPORTS 

How  many  airports  do  you  say  you  are  going  to  equip  over  there 
now? 

Colonel  RuDDELL.  Fifteen.    That  is  what  the  military  plan  calls  for. 

Mr.  Stefan.  Do  you  have  a  control  tower  at  every  one  of  them  ? 

Colonel  RuDDELL.  Yes. 

Mr,  Sn^FAN.  They  are  all  military  ports? 

Colonel  RuDDELL.  Yes ;  they  are  all  military  ports. 

Mr,  Stefan.  How  many  commercial  airports  does  Turkey  have; 
do  you  know? 

Colonel  RuDDELL.  No,  sir ;  I  could  not  give  you  the  total  figure  at  tliis 
time. 

Mr.  Stefan.  In  the  development  of  j^our  landing  area,  what  kind 
of  mat  are  you  using  there,  bituminous  or  concrete? 

Colonel  RuDDELL.  I  think  it  is  concrete. 

Mr.  Stefan.  And  all  of  the  natural  material  is  available  over  there, 
is  it  ? 

Colonel  RuDOEix.  Yes. 

Mr.  Stefan.  What  is  the  length  of  the  runways,  and  how  wide 
are  they  ? 

Colonel  Ruddell.  The  runways  are  6,000  feet  long  and  150  wide. 

Mr.  Stefan.  On  all  15  of  the  airports? 

Colonel  Ruddell.  That  is  the  general  criteria  set  up.  However,  it  is 
planned  that  these  runways,  in  most  cases,  can  be  extended  beyond 
that  up  to  10,000  feet  in  length. 

Mr.  Stefan.  These  15  airports  are  there  presentl3^  and  it  is  a  matter 
of  making  some  improvement  on  the  DLA  program.  You  are  making 
some  improvements  in  them,  and  you  say  the  condition  of  the  fields  is 
bad  right  now,  and  you  are  bringing  them  back  to  where  they  were 
before  or  improving  them?    Where  they  used  before? 

Colonel  Ruddell.  The  British,  for  instance,  built  some  during  the 
war. 

Mr.  Stt:fan.  Are  they  of  the  same  pattern  as  the  ones  that  we  had^ 

Colonel  Ruddell.  They  are  not  now,  but  that  is  what  tlie  plan  is. 

Mr.  Stefan.  Are  all  of  these  15  fields  usable  now  for  small  craft? 

Colonel  RiTDDELL.  Xo.  In  lots  of  cases  the  runways  are  cracked,  and 
in  some  cases  they  are  too  short. 

Mr.  Stefan.  What  class  of  airports  will  these  15  really  be  when  you 
finish  with  them  and  with  this  program — first,  second,  or  third  class? 

Colonel  Ruddell.  I  do  not  know  the  figures  on  that. 

Mr.  Stefan.  Are  those  going  to  l)e  completely  equipped  airports, 
every  one  of  them,  so  that  you  Avill  liave  everything  out  there? 

Colonel  RuDDEiiL.  Yes,  sir ;  I  think  we  will. 

Mr.  Sti:fan.  You  will  have  everything  complete  ? 

Colonel  Ruddell.  Yes,  sir. 

Mr.  Stefan.  Did  you  tell  the  chairman  what  the  cost  is  going  to  be 
of  each  airport? 

Colonel  Ruddell.  No  ;  I  cannot  tell  that.  You  sec.  we  are  going  to 
furnish  the  equipment. 
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Mr.  Stefan.  They  are  going  to  do  75  percent  of  the  work.  They  put 
in  the  material  and  furnish  the  labor,  and  you  are  going  to  supplement 
it? 

Colonel  RuDDELL.  We  are  going  to  supplement  it  a,nd  furnish  the 
supervision  and  the  equipment ;  yes. 

Mr.  Stefan.  You  are  doing  something  over  there  that  we  are  not 
doing  for  some  of  our  own  airports  here  in  the  United  States.  I  have 
no  further  questions  at  this  time,  Mr.  Chairman. 

SELECTION  or  AIRPORTS 

Mr.  Kerr.  Who  selected  these  airports,  Colonel,  the  Turkish  Gov- 
ernment or  the  American  Government? 

Colonel  RuDDELL.  The  Turkish  Government  selects  the  airports. 
Tliis,  as  I  said,  is  a  tentative  plan. 

The  Chairman.  Every  one  of  those  are  airports  that  the  British  put 
in  during  the  war,  are  they  not  ? 

Colonel  RuDDELJL.  Yes. 

They  have  the  advice  on  this  of  our  American  mission  in  Turkey, 
but  the  final  selection,  of  course,  is  left  up  to  the  Turkish  people  be- 
cause it  is  their  field  and  their  country. 

DISCUSSION  OF  BRITISH  AIRPORTS  DECLARED  SURPLUS 

Mr,  Stefan.  When  the  British  declared  those  airports  surplus,  they 
turned  them  over  to  Turkey  ? 

Colonel  Rudoell.  Yes,  sir. 

Mr.  Stefan.  They  released  possession  of  them? 

Colonel  RuDDBLL.  Yes. 

Mr.  Stefan.  Did  they  cannibalize  them  before  they  left  ?  Did  they 
not  have  control  towers  on  them,  and  did  they  not  have  some  lighting 
systems  on  them  before  they  left  i  You  said  they  had  some  portable 
lighting  some  places. 

Colonel  Ruddell.  I  cannot  answer  that  question. 

Mr.  Stefan.  Give  us  the  information  on  that,  as  to  whether  they 
did  cannibalize  those  airports  and  those  control  towers.  There  is  a 
tremendous  amount  of  control-tower  equipment  and  radio  equipment 
in  Europe. 

Did  the  Foreign  Liquidation  Administration  turn  over  some  radio 
and  airport  equipment  to  jou  over  there  ? 

Colonel  Ruddell.  Pardon  me  ? 

Mr.  Stefan.  Did  the  Foreign  Liquidation  Administration  turn 
over  to  you  some  radio  equipment  over  there  ? 

Colonel  Ruddell.  I  do  not  know. 

Mr.  Stefan.  You  do  not  know  about  that  ? 

Colonel  Ruddell.  'No,  sir. 

Mr.  Stefan.  They  did  turn  quite  a  little  equipment  over  to  Turkey, 
and  I  was  wondering  if  there  was  any  aviation  equipment  included 
in  it  like,  for  instance,  some  radio  sets  and  radar  that  were  declared 
surplus  in  Germany. 

Mr.  Matlock.  There  may  have  been  some  lend-lease  transfers  made 
during  the  early  period  after  the  war,  and  there  may  have  been  some 
disposals  from  the  European  theater. 
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Mr.  Stefax.  We  ought  to  have  a  picture  as  to  what  the  Britisli  did 
with  the  equipment  on  those  airports,  and  whether  or  not  a  cannibali- 
zation  program  went  into  effect  at  all. 

When  you  give  us  the  information  on  those  airports,  also  give  me 
some  information  on  that  otiier  high-frequency  program  on  radio  and 
also  on  the  all-weather  program,  and  how  much  of  the  new  equipment 
you  are  going  to  use  in  the  way  of  ILS  and  GCA  equipment,  and  what 
you  are  paying  for  each  set  of  ILS  and  GCA,  since  that  is  equipment 
that  you  will  have  to  furnish  because  they  will  not  have  it  there. 
That  is  in  your  program  of  making  an  all-weather  landing  program 
out  of  this  in  each  of  these  15  fields,  and  you  will  probably  go  into 
control,  approach,  and  landing  systems. 

Colonel  KuDDELiL,.  They  will  not  all  have  them. 

Mr.  Stefan.  I  know  in  the  justification  your  objective  is  an  all- 
weather  landing  program,  and  that  entails  a  tremendous  amount  of 
both  ILS  and  GCA  equipment.  I  do  not  know  which  you  are  going 
to  use.  When  you  extend  j^our  remarks,  put  that  in  there  ancl  also 
the  cost  of  it. 

Colonel  EuDDELL.  Yes.  sir. 

(The  information  will  be  supplied  to  the  committee  when  prepared.) 


Friday,  May  21, 1948. 

Naval  Aid  to  Gkeece 

STATEMENT  OF  COMMANDER  D.  C.  MacKENZIE,  OFFICE  OF  THE 

CHIEF  OF  NAVAL  OPERATIONS 

The  Chairman.  Now  we  will  turn  to  the  navy  picture.  Is  part  of 
the  navy  in  the  Greek  picture  ? 

Mr.  Hall.  Yes.  sir. 

The  Chairman.  You  are  supposed  to  have  a  total  program  of 
$22,000,000  on  the  navy.     Are  you  going  to  take  that  ? 

Commander  MacKenzie.  Yes,  sir. 

The  Chairman.  For  the  use  of  the  Greek  Navy  you  set  aside  $12,- 
000,000,  is  that  right  ? 

Commander  MacKjenzie.  Yes,  sir. 

The  Chairman.  How  much  navy  do  thej^  have  ? 

Connnander  MacKenzie.  They  have  a  navy  of.  roughly,  13,500 
men.  and  as  to  the  numbers  and  types  of  vessels  they  have  you  can  get 
an  idea  of  that  by  looking  on  page  2  and  the  next  page.  It  gives 
basically  the  numlDers  and  types  of  ships  that  they  have. 

The  Chairman.  1  see.    Are  they  usecl  actively  in  this  operation? 

Commander  MacKenzie.  Yes,  sir;  they  are  used,  you  might  say,  in 
three  ways,  and  all  three  ways  are  active.  One  is  to  prevent  infiltra- 
tion by  water  and  the  movement  of  guerrillas  by  Avater.  The  other  is 
to  render  supjjort  to  the  army  and  air  force  operations  against  guer- 
rillas fnmi  the  stand})oint  of  a  shore  bombardment  if  called  upon  to 
do  so.  The  third  is  mine-sweeping  operations  to  clear  their  coastal 
waters  of  mines  that  Avere  laid  during  the  war. 

The  Chairman.  Those  have  been  items  of  considerable  activity,  and 
perhaps  thej^  ought  to  be  pretty  well  finished. 
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Commander  MacKeistzie.  Well,  mine  sweeping  will  be  a  continuing 
£ask.  They  apparently  have  mines  just  spread  all  through  the  waters 
there,  and  so  far  they  have  only  cleared,  to  my  knowledge,  the  more 
important  areas.  They  still  have  a  lot  of  other  areas  that  have  to  be 
cleared  of  mines. 

The  Chairman.  The  main  part  of  this  is  eight  destroyers.  That 
is  the  major  item. 

Connnander  MacKenzie.  That  is  the  largest  type.  They  have  eight 
destroyers  and  eight  corvettes,  which  correspond  to  a  small  DE. 

The  Chairman.  What  is  '^SS"? 

Commander  MacKenzie.  Those  are  submarines,  sir. 

The  Chairman.  They  have  no  way  of  operating  these  things  with- 
out the  supply  of  this  material,  is  that  the  story  ? 

Commander  MacKenzie.  That  is  correct,  sir.  Practically  all  of  the 
materials  included  in  this  $12,000,000  are  materials  to  enable  them  to 
keep  this  Navy  operating. 

The  Chairman.  It  all  appears  on  this  page  1,  does  it  not? 

Commander  MacKenzie.  Yes,  sir;  that  is  a  resume  of  the  whole 
thing,  sir. 

The  Chairman.  This  runs  to  $11,693,000.  Why  did  you  say  $12,- 
000,000,  or  was  that  just  a  rounding-out  figure? 

Commander  MacKenzie.  $12,000,000  was  the  rounded  up  figure. 
It  mounted  up  to  not  quite  exactly  that  amount. 

The  Chairman.  Are  there  any  questions  on  that? 

ADMINISTRATIVE  EXPENSES 

Mr.  EouNTREE.  The  difference  between  that  and  the  $12,000,000 
figure  is  the  administrative  operations,  salaries,  and  expenses  of  the 
naval  mission,  and  so  forth. 

The  Chairman.  It  says  here  that  that  is  not  included  in  the  total. 
It  says  see  part  3,  page  1.  If  we  turn  to  that,  I  do  not  see  where  that 
refers  to  this. 

Mr.  RouNTREE.  Administrative  expenses  are  shown  in  part  3  under 
the  summary  of  requirements.  The  United  States  naval  group  ad- 
ministration costs  of  about  $306,000  are  shown  as  a  separate  item  from 
the  $11,693,000  item  to  which  you  referred.  That,  together  with  the 
$11,693,000,  makes  the  total  of"$12,000,000  requested. 

That  summary,  sir,  is  in  the  front  of  the  book. 

Naval  Aid  to  Turkey 

The  Chairman.  In  the  Turkish  picture,  part  5,  page  2,  you  have  a 
break-down  there  of  what  that  is.  "Ship  transfers"  means,  I  suppose, 
turning  ships  over  to  them — or  what  does  it  mean  ? 

Commander  MacKenzie,  That  means  exactly  that,  to  turn  over  to 
them  four  destroyers  and  one  survey  ship. 

The  Chairman.  Those  are  surplus  to  our  requirements,  are  they  ? 

Commander  MacKenzie.  Those  are  excess  to  the  United  States 
Navy's  needs. 

The  Chairman.  What  becomes  of  this  money,  then  ? 

Commander  MacKenzie.  This  money  would  be  charged  to  the  Tur- 
key aid  funds  and  credited  to  miscellaneous  receipts. 
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EQUIPMENT  AND  MAmRIALS 

The  Chairman.  What  is  this  item  of  equipment  and  materials  ? 

Commander  MacKenzie.  It  is  broken  down  on  page  5  into  ammu- 
nition, repair,  maintenance,  and  construction  materials,  training  aid, 
hydrographic  survey,  instrumentation  and  equipment,  that  is,  equip- 
ment that  would  be  on  the  survey  ships,  and  then  net  boom  materials 
and  tlien  allowances  for  packing  and  shipment  of  the  materials 
covered. 

The  Chairman.  Training  means  what  ? 

Commander  MacI^nzie.  Training  aids  are  special  equipment  for 
training,  such  as  loading  machines  to  train  people  to  load  guns,  or 
special  devices  to  train  people  to  use  fire-control  instruments  that  are 
installed  in  destroyers. 

The  Chairman.  What  are  postponed  1948  program  items? 

Commander  MacKenzie.  Those  are  items  which  we  planned  on  for 
the  fiscal  1948  program  but  which  we  were  unable  to  carry  out  because 
of  lack  of  funds  engendered  by  the  higher  cost  of  material. 

PROGRAM   COSTS 

The  Chairman.  Then  we  have  an  item  in  here  "Program  costs, 
n.  o.  s."     What  does  that  mean  ? 

Mr.  KouNTREE.  Not  otherwise  specified. 

The  Chairman.  What  is  that  ? 

Mr.  RouNTREE.  I  think  it  is  the  cost  of  the  missions  in  Greece  and 
Turkey,  but  I  will  have  to  check  that  with  our  budget  people. 

The  Chairman.  Check  that  up  and  have  a  statement  placed  in  the 
record  telling  just  w^hat  that  is. 

Mr.  RouNTREE.  Yes,  sir. 

(The  information  will  be  supplied  to  the  committee.) 

Mr.  Stefan.  Do  you  have  any  representation  allowance  in  this  as 
military  items  in  Greece  and  Turkey,  outside  of  the  other  representa- 
tion allowance? 

Mr.  RouNTREE.  By  "representation  allowance,"  you  mean 

Mr.  Stefan.  Entertainment. 

Mr.  RouNTREE.  I  believe  none  is  included  in  the  military  program. 

Mr.  Hall.  There  is  no  representation  allowance  at  all.  Governor 
Griswold  has  a  fund,  which  I  assume  he  allocates. 

Mr.  Stefan.  That  is  allocated  to  the  military  and  the  Navy,  too? 

Mr.  Hall.  That  is  right. 

The  Chairman.  If  there  are  no  further  questions,  thank  you,  gentle- 
men. 


INDEX 


LIST_OF  WITNESSES 

I'age 

Andrews,  S 1 

Binns,  Col.  J.  J 1 

Blumenfeld,  Col.  C.  H 1 

Brannan,  C.  F 475 

Buehler,  Lt.  Col.  J.  P 1 

Butterworth,  \V.  W 352 

Carusi,  U . 274,  312 

Cawlev,  F.  R 352,  450 

Claxton,  P.  P 1 

Cleveland,  H 352 

Crawford,  Lt.  Col.  S.  F 517 

Davis,  Lt.  Col.  C.  I 517 

Draper,  W.  IL,  Jr 1 

Dubbelde,  Col.  J.  J.,  Jr 1 

Fierst,  n.  A 274,  312 

Garvin,  Dr.  W.  J 1 

Griswold,  D 555 

Hall,  W.  O 312,  322 

Havlik,  H 352 

Hayes,  S.  P.,  Jr 450 

Keyes,  A.  L-__--_- 450 

Lencroot,  Miss  K 322 

Marchi,  L.  E 475 

McBride,  R 352 

McGhee,  G 517 

Moore,  M.  T 352 

Nitze,  P 1 

Noce,  Maj.  Gen.  D 1 

Norvell,  Lt.  Col.  F.  C 1 

Pate,  M 315 

Pirnie,  Col.  W.  B 385 

Reddington,  Maj.  T.  C 1 

Roddv,  Lt.  Col.  J.  F 517 

Rovail,  Hon.  K 517 

Sale,  W.  S 450 

Saltzman,  C.  E 274 

Shamharger,  H.  F 475 

Smith,  Lt.  Col.  C.  B 1 

Sommer,  S.  L 450 

Sprouse,  P.  D 352 

Stalheim,  Maj.  W.  W 1 

Tesoro,  G.  A 450 

Thorp,  W 352 

Unger,  L 450 

Voorhees,  T.  S 1 

Walker,  M.  H 352 

Weber,  R 1 

Wilkinson,  L 1 

(635) 


636 
INDEX 

A  Page 

Agriculture,  Department  of 475 

Food  and  feed  conservation  program 475 

Description  of  program,  detailed 480 

Consumer  activities  project 496 

Farm  activities  project 487 

Industry  activities  project 491 

Expenditures  and  obligations,  status  of 479 

Funds  for,  source  of 476 

C 

China-aid  program 352 

Accomplishments  from  program 381 

Administering  and  financing  program,  recommendations  for 402 

Administration  of  program,  manner  of 379,  401,  416 

Administrative  expenses 442 

Agreement  with  and  cooperation  of  Chinese  Government,  need  for 418 

American  Chamber  of  Commerce,  Shanghai,  recommendation  of 373 

Banditry 366 

Capital  to  be  furnished  by  China 403 

Chinese  nationahst  government,  attitude  toward  program 436 

Commodities: 

Distribution  of 410 

Procurement  and  delivery  of,  procedure  for 448 

Commodity  programs,  break-down  of 439 

Currency  stabilization,  problem  of 376 

Food  production  in  China,  need  for  increase  in 431 

Grants  under  section  404  (B) ,  administration  of 411 

Imports  to  China,  proposed  under  program 424 

Interim  aid: 

Status  of  funds 446 

Supplies,  medical,  shipment  of 447 

Land  ownership  reform 372,  377,  428 

Military  situation 359 

Need  for  China-aid  program 385 

Personnel,  number  of 415 

Plan  for  administering  program 391 

Agriculture  and  water  development  program 399 

Immediate  economic  assistance  program 399 

Industrial  program 400 

Transportation  and  communication  program 400 

Political  situation 361 

Reconstruction  projects 374,  407 

Relief  program,  present: 

Funds  under,  break-down  of 368 

Funds  under,  status  of 367 

Local  currency  proceeds  and  approved  projects,  status  of 368 

Supplies,  distribution  of  to  date 364 

Rural  reconstruction  program 375,  434 

State  Department,  Communists  representing  in  China 404,  406 

Transjjortation  facilities ^ 362 

UNRRA  goods  in  warehouses,  etc.,  in  China 378 

E 
ECA  funds,  transfer  to  other  departments    (see  also  index,  pt.  1) 461,  465 

G 

Government  and  relief  in  occupied  areas 1 

Agricultural  supplies  and  fertilizers,  purchase  of 142 

Austria: 

Civilian  personnel 228 

ECA  staff,  housekeeping  support  of 68 

Food  pipe  line  for 67 

ShiUina  receipts,  use  of 270 


637 

Government  and  relief  in  occupied  areas — Continued 

Civilian  employees:  ^^^^ 

Pav  of 156,  182,  190,  229 

Travel  of 230 

Civilian  supplies,  transportation  of 237 

Commodity  Credit  Corporation,  acquisition  of  surplus  foods  from 99 

Critical  materials,  need  for  increase  of 93 

EC  A,  food  to  be  supplied  from  funds  of 120 

ECA  program,  reconciliation  with 12,  15,  42 

Food  program,  objectives  of 105 

Food  supply  to  foreign  countries,  1948  and  1949,  break-down  of 118 

Gcrmanv : 

Administration  of  GARIOA  and  ECA  fund  in 130,  137 

Agricultural  production 66 

Agricultural  supplies  and  fertilizer,  requirements  of 142 

Binder  twine,  shortage  of 30,  36,  40 

Calories,  increase  in 123 

Calories,  suopl v  of 22 

Civilian  personnel 174,  180,  190,  192 

Civilian  supplies,  transportation  of 157 

Coal  production  in  Germany 179 

Crude  steel 49 

Deficit  trade  balance  of,  reason  for  financing 79 

Economy  of,  data  relative  to 81 

Fertilizer: 

Importation  of 145 

Production  of 143,  148 

Fishing  vessels 72 

Food  arrivals,  increase  in 98 

Food  production  and  distribution 24 

Food  sources  and  financing  for,  1947-49 120 

Funds  appropriated  for,  1947-49 : 121 

Imports  and  exports,  targets  for 9 

Industrial  production,  volume  of 3 

Nuremberg  trials,  status  of 193 

Otlier  supplies,  services,  and  equipment 153 

Over-all  assistance,  1949,  estimate  of 17 

Petroleum  and  petroleum  products 150 

Plants,  dismantling  of 73 

Potato  program 34 

Power  projects 187 

Production,  importance  of 51 

Reparation  accounts,  allocations  of 74 

Scrap,  importance  to  production  goal 55 

Seeds  and  insecticides 146 

Steel  production 183,  186 

Transportation  situation 11 

Wheat  production,  prospects  for 33 

Grain,  food,  and  kindred  products: 

Estimate,  basis  for 107 

Purchase  of ; 97 

Japan : 

Agricultural  supplies  and  fertilizer,  purchase  of _  258 

Civilian  personnel 225,  226 

Economic  problems  in 161 

Fishing  fleet  supplies 259 

Fish  supply 163 

Food  production  in 249 

Grain,  food,  and  kindred  products,  purchase  of 247 

Petroleum  and  petroleum  products,  purchase  of 264 

Recovery  program,  authority  for 167 

Pohai)ilitation  and  reestablishment  of 83,  88,  158,  268 

Silk  production 165 

United  States,  exports  to 166 


638 

Government  and  relief  in  occupied  areas — Continued 

Korea :  Page 

Agricultural  supplies  and  fertilizer,  purchase  of 263 

Civilian  personnel 228 

Grain,  food,  and  kindred  products,  purchase  of 257 

Relief  imports  and  assistance  program  for 95 

Rehabilitation  and  reestablishment  of 83,  88,  158,  167,  268 

Libraries '  217 

Medical  supplies  and  equipment,  purchase  of 266 

Motion  pictures 204 

Motor  vehicles,  maintenance  of 244 

New  York  field  office 203 

Personnel,  duties  of 220 

Obligations  and  expenditures,  status  of 248 

Other  supplies,  services,  and  equipment 268 

Over-all  estimates  for 17^  18 

Persons  assisted  by 117 

Petroleum  and  petroleum  products,  purchase  of 264 

Population,  ration  levels  and  import  costs,  data  on 140 

Projects,  summary  of 97 

Publications 221 

Radio  program 208 

Rehabilitation  and  reestablishment,  of  economy  of  occupied  areas, 

use  of  funds  for 268 

Ryukyus  Islands: 

Agricultural  supplies  and  fertilizer,  purchase  of 261 

Civilian  personnel 225,  226 

Food  purchases  for 257 

Grain,  food,  and  kindred  products,  purchase  of 247 

Petroleum  and  petroleum  products,  purchase  of 265 

Rehabilitation  and  reestabhshment  of 160 

Greece  and  Turkey,  assistance  to 517 

Air  Force  program: 

Arsenal  program,. , 553 

Departmental  expenses. 544 

Equipment  used  by  Greek  and  Turkish  troops 521 

Greece: 

Civilian  program,  allocations  to 602 

Currency,  condition  of 566,  577 

Duration  of  assistance  to 

ECA  budget  program 575,  597 

Economies  in  program,  recommended 573 

Executions,  discussion  of 600 

Guerrillas: 

Equipment  used  by      _.   532,  534,  559 

Foreign  aid  to 537 

Infiltration  of 532 

Reduction  in  number  of.    558 

Success  of  program  against 535,  588 

Hoarding  of  goods 567 

Militarv  program 613 

Naval  aid 631 

Overstaffing  of  Government  and  industry 564 

Progress  of  assistance  to 555,  583,  585,  594 

Status  of  program  in 530 

Taxation  in 533,  590 

Transfer  of  surplus  military  equipment  to 529 

UNRRA,  administration  of 578 

UNRRA  supplies 560,  569,  589 

Military  program 552,  591,  613,  618 

Navy  program : 

Oljligations  and  expenditures,  status  of 541 

Road  program 553 

Turkey,  assistance  to: 

Air  Force  program 622 

Ground  Force  program 619 

Naval  program j: 632 

Status  of 527 


639 

J  Page 

International  Refugee  Organization 274,  312 

Administrative  and  operat  ing  expenses 288 

Contributions  due  and  received 313 

Displaced  persons 291 

Camps,  current  situation  in 295,  302 

Care  and  maintenance  of 284 

Number  of 283 

Occupational  skills  of 298 

Rations  of 292 

Repatriation  and  resettlement  of,  provision  for 285,  294 

Supplemental  aids  to 286 

Expellees 289 

Obligations  of 314 

Personnel 310 

Vehicles,  purchase  and  maintenance  of 311 

T 

Trieste,  aid  to  Free  Territory  of 450 

Administrative  expenses 455,  463 

Admission  of  Trieste  as  part  of  EGA  program 457,  465 

Appropriations,  authorization  for 466 

Assistance  from  countries  other  than  the  United  States 459 

Balance  of  payments  to 460 

Prior  assistance  to 1 453 

Reincorporation  into  Italj' 454 

Supplies,  break-down  of 458 

United  Nations,  assistance  from 453 

U 

United  Nations  International  Children's  Emergencv  Fund 315,  322 

Administration 329,  341,  346 

Allocations  to  date  by  countries 319 

Children  being  fed,  number  of 318 

Contributions  by  governments 316,  339 

Obligations,  status  of 338 

Operations  of 320 

Organization  of 350 

Personnel 330,  346 

Publicity  given  program 334,  348 

Special  protective  food  for  European  children,  need  for 345 


V 


^,?^J9'^  PUBLIC  LIBRARY 


3  9999  05706  1176 


I 


